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Social democracy was created as a movement to emancipate the workieg. dlassnission is still to
realize empowerment through the improvement of working andgigonditions on the one hand, and-lib
eration from the capitalist rule by fostering industrial democradyeasther. Ful Iment of these goals in the
spirit of social justice is necessary to ensure sustainable develayrttee entire society, bringing wealth
and prosperity for all.

Over a century and a half later progressives have little to celebragi thew agenda has proven to be
a historically adequate one. The recent global crisis, recognizédasgidepredicament of a model of globali
zation driven by neo-liberal rules, shook the foundations of the wddd ®his period was characterized by
very soft and unsustainable growth, resulting from increasiggalites (notably on income distribution).
The erosion of the welfare state has become more rapid under the presssterifaneasures on one side,
and by uncontrolled casino capitalism on the other. Thus, the core eicotihimiking of social democracy
has been harshly challengéds no longer a rhetorical or philosophical question as to whether the move
ment can survive. It is high time to see it as a real question d r@spond to it by indicating the NEXT
mission for social democrats in the 2tentury.

In the previous issues @ueries’FEPS had been highlighting the ideas that should become an integral
part of the modern vision: the NEXT project for Europe as envisaged by theifeR8ademics; the NEXT
wave of emancipation as proposed throughout FEPS transatlantic exadmaggader equality; the NEXT
ideological challenges as indicated in the nal book of Tony Judt; andtlast teast, the NEXT global deal
seen from the perspective of academics and politicians from Europej¢hieas and Asia.

This 5 issue is a logical consequence of the re ections of scholars whedjatider the umbrella of the
FEPS Next Left - Policy Network & Wiardi Beckman Stichting “Amsterelssty Bnotrepresents the pro
posal for the NEXT social policy agenda.




This is an extremely vital question for European social democracy ardkegrtdrespond to the most
profound social anxieties across the continent. These anxietiepigsed by people through scepticism
towards Europe, scepticism towards politics and hence democracgegtidism towards progressivism and
change. True renewal of social democracy will never be successful ahetesamless all these three scep
ticisms and the underlying fears of people are seriously tackled.

European polling data shows that this scepticism manifests itséltieady in a popular opinion that
the next generation will have to live in worse circumstances and joyl fewer opportunities than their
predecessors. It is not hard to explain where this point of view origiBatepean integration is su ering
from a backlash, which manifests itself in a retreat to inter-govealisrentThe widespread fear that after
the streets of Athens and Madrid, the streets of Lisbon, Dublin and Roneenail b- makes politicians
withdraw to what they mistakenly take for a comfortable haven of nagwedlplolicies. Though they all
must realize that in an era of globalization there is no possibility for tnalstee to solve economic and
social problems of their respective society, the current heads ohig@rershow in a signi cant majority
that they still prefer to opt for a Europe of states rather than for a stroally sobiesive and economically
empowered Europe which is ready to take action. To cortth@diaestructive trend, progressive analyses
must come up with an alternative and credible vision that would have thetjabte show that social pro
gress across the continent is still possible to ensure.

This discussion touches upon the most profound questions of deaicracy in the light of the criti
cisms that the concept of the welfare state is anachronistic and notaitarfieasible; that it only solves part
of the problem, but also creates many new omks.debate on rights and duties must be put in the con
text of a modern understanding of solidarity and social justice and help us teroeme trends that lead
to further individualization and “consumerization” of our socieie The concept of a shared society
should be re-discussed to ensure that struggling for preservation a firinciple of universalism does
not stand in opposition to accelerating quality and quantity of public seses for those who need them.

The articles in this issue“Querieg’®e ect the threads which emerged in the main debate and show
clearly that this is just a modest beginning of the NEXT great debate to de nepthéos the true renewal
of social democracy. They draw on the conference organised by FEPS -e®adiky @&NWiardi Beckman
Stichting on “Social Progress in thiéc@htury” in London in March 2011



ByDr. OlafCRAMME Dr. RenéCUPERUS

Across Europe social democratic opposition parties are involved in adtiprocess of revisionism.

United in their attempt to reconnect with the electorate and positiomigdves as credible alternatives
once again, all must confront weighty questions about the governinmgerof the European centre-left in
the 2% century.

In the UK, party reorganisation is at the top of Labour’s agenda, and cestmaidoing policy review.
After the intellectual exhaustion of 13 years in power, “Blue Labouridige@as the latest rhetorical trend-
setter, though it is unclear whether this merely brings home the extené gfotitical challenge ahead.
Opinions diverge as the search for viable answers to pressing social rowmieauestions continues.
Meanwhile, the German SPD is navigating tricky politicaiswap against a fashionable Green party on one
the hand, and a disliked Conservative-Liberal government on the Sitndarly, in

Holland political fragmentation sees the populist Socialist, Baetysreens and the Social Liberals all
crowding-out the PvdA's room for political manoeuvre. In each cag@gnaut clear political territory is a
tall order and as yet a remote objective.

In Sweden, however, pressures rather emanate from the centre-higiet,iiékan Juholt’s SAP is ghting
against a Moderate Party that claims a right to the superior managementwwdltare state in the guise of
“passionate conservativism”.

Greece, Portugal and Ireland have, of course, their own dynamic, arme-¢etewhose programme is
dictated by the extreme circumstances of a sovereign debt crides.Sp&in’s position is (still) very di erent,
the PSOE is looking into the political abyss, as the prospect that ressshatasiunicipal elections will be
replicated at the national level in 2012 threatens to become reality.




Finally, in east-central Europe, the attempts by social democrtés frareinvent themselves risk being
thwarted by the polarising cultural identity politics of the right.

A populist scepticism toward established politics; the aftermatheohdar collapse of the nancial
capitalist system; and a centre-right which seeks to capitalise sucttesses of the social democratic legacy
while playing the card of “economic competence”: it is this particulextam which the European centre-
left must achieve enduring and far-reaching renewal.

The Amsterdam Process is a contribution to this urgent task: an ambiimessf strategic thinking by
an “avant-garde group” of European individuals and organisatstablished to nd responses to these
existential questions of social democracy. It was initiated by Peliggrl the international centre-left
thinktank based in London, and the Wiardi Beckman Stichinidpinktank for Dutch social democracy from
The Hague, and derives its name from the famous Bethanién monastery id@mnistesd light district,
where in 2010 a thorough post-Third Way brainstorm begaentance and brave forward thinking in one
move. Yet it is above all an international collective e ort, and is in thexicthrat the cooperation with FEPS
within its Next Left research programme is so important.

The rst output of this process was a volume of essays on the théBepddring the cultural challenges to
social democracyThis second onéSocial Progress in tifeCntury”deals with the widespread social
pessimism across Europe.

After an era de ned by social progress and rising social mobility, the grayvperception is that
things can only get worse for future generations. This social anxiety hasritmed con dence in social
democratic parties’ ability to improve peoples’ lives, and by extentjgroved debilitating for the centre-
left message of progress and positive social change. How then should we nedsocial progress in the
era to come, and what are the implications for our social modetsietal vision and the direction of
welfare reform?

This publication attempts to provide some desperately needed gigdan

‘ Olaf CRAMMEs Director of Policy Network and Visiting Fellow at the European Institute of LSE.
René CUPERUB Director for International Relations and Senior Research Fellow at Wiardi Beckman
Stichting.



Dr. Alfred GUSENBAUER

If one looks at de nitions of progress, most commonly cited is the idea thatotid can become
increasingly betteFhis characterisation, based on an intuitive and optimistic betiefottial reality can
improve, should naturally generate positive emotions and hencetabieaple to support its claims. This
no longer seems to be the case. Rather, it would appear thatajoetynof people in Europe have lost
hope in a better tomorrow. Not only are they unconvinced by the claim thattthie full be positive and
healthier, but they fear that it will bring a decline in their rights and aodatien of the circumstances in
which they live. Despair erodes trust in the political class and their poweeerse inequitable social and
economic trends. Social democracy, as a movement established to enpeple economically, socially
and democratically through a change, in the most natural way becomesttie be charged with electoral
results of this mainstreaming mind-set up.

The message that our movement has received at both Europead aational elections should
be understood as a signal that a profound revision of social democracy isireduf it is to become a
political force capable of shaping the 2kentury.lIt calls for a new vision which, taking direction from the
work completed by the FEPS Next Left research programme, shouldriaeotnwo features.

First of althis new vision must be intellectually commanding, such that it can lead to aadsmic
process that can sustain it. It must inspire further e orts aimatdrafting new paradigms, especially
insofar as social and economic policies are concernéuthe era of accelerated knowledge — due both to
the IT revolution and the growing importance of skills and information — th#liy to translate a political
vision into a systematised scienti ¢ theory is a critical condition of eess.It provides resistance and
sustainability superior to a short term populist perspective on theamte bnd laissez-faire individualism
on the other.

1 Th.SowelA conflict of Visions. Ideological Origins of Political SBagge3ooks New York 2007, pages 230 - 263




Secondly, even in the ideal scenario described byzKahnempirically testable hypothesis is not
su cient to regain credibility in voters’ eyes. For so@atatracy the challenge is even greater, as realising
progress requires time. Results sustain and legitmise the sociaraenasion, yet the impatience to see
these outcomes must be reconciled with the long-term perspective of deacracy. Furthermore, the
growing complexity of social theories limits the extent to which they ealetended in the pure form of a
vision. Thusocial democrats must nd a way to reconnect with society beyond compledtand often
incomprehensible arguments. It must take an innovative form, breakwith the limitations of introvert
party-elites, and observe at an international, European and national@ renewal of a strategic alliance
of partners united in the name of progress and capable of reaching out intdetyclt is a question not
only of generating support for social democrats, but preserving demogracs the prevailing political
system.It must be convincing in a way that it re-engages peppigress is impossible without a change — and
those who cannot change their minds cannot change anything

In order to establish both of these features, the concept of progress nuoshéo¢he overarching
one for social democrats and invested with distinctive, positiventdm¢yond the political marketing of
how being progressive is dierent from being consérkaive.simplistic and meaningless. Progress must
become the trade mark of a political pledge that voters can hold social deim@arties accountable to.

I would argue that this pledge must be based on a commitment to realising thengiples of equality
and quality, and below | analyse this hypothesis in the spheres of work, care dadat¢ion.

1. Work — emancipating people through quality jobs

In our contemporary world, the approach towards what labour is has besfoinaad. More than
anything else work is perceived as an occupation that a person should sddkrimhaer to sustain oneself
and one’s family nancially. The EU employment rate has decreased%g @42 more than 9 million
people who remain unemployed after more than a year. Of almost 2m peoplege #ho cannot nd
employment, a third is younger than 25 years old. Eurobanodatéesuggests that one in ten Europeans live
in an extreme condition of poverty and about one in three in poverty. In thegastances it is unsurprising
that having a job that pays is a question of economic survival. The fear chregurtbf being without a job
permanently, now more common in the aftermath of the cigsexacerbated by the feeling that politicians
can do very little to help. The promise that we would create employment i©Hastieve. People tend to
see their unemployment as an individual issue, rather than a group mattemist be addressed together.
This fosters disillusionment in politics, and breeds emotigrsignation, resentment and withdrawal.

Thereforeprogress must be rst and foremost about a new approach to what work is and stoul
bring. Firstly, the link between work and empowerment should be reestablsha foundation: the right
to a good job must be universal, where “good” encompassesatigdnal social democratic goal of decent
standards in income, social security and training as well as new ideasarfple, it is observed that as
people no longer see jobs as goals, but rather as means in their lives, theyaéadddiat greater exibility
in terms of working hours is desirable. Of course, one has to be careful makisguanptions, knowing

2 Th. Kuhrgtructure of Scienti ¢ Revolutibimversity of Chicago Press 1862

3 Quote by George Bernard Shaw.

4 Eurostat: European Union Labour Force Survey — Annual Results 2010 http://epp.eurostat.ec.europa.eu/cache/ITY_OFFPUB,
SF-11-030/EN/KS-SF-11-030-EN.PDF



that there are still by far too many examples of the part-time contractsehiatpmsed on people instead
of the full- edged, totally covered in terms of social security castréhis is the case especially for women.
Nevertheless the issue of balance between free time, exibility akdmwast be brought back to the agenda
in a new manner, beyond the lost debate of so cadbadurity.

This debate must be closely linked with new thinking on héuapinesmeans todayif a job is a means,
not a goal, then people’s approach to questions of empowerment and deteful must have changed
accordingly. Without understanding this transformatiommic@iceivable that social democracy will be able to
give su cient meaning to the ternprogresi a way that can address people’s true needs, objectives and fears.

There are two further issues connected with modernisationsthaal democracy must begin to
concern itself with: new concepts of the work place and skills, and their d@ased risks.The IT revolution
has brought with it a new style of work. For those working in the so-callegssegtor, this has meant
the digitalisation of their tasks. This, for many peoplk as become an activity performed via and in
the computer. Even communication among colleagues in the same compadaysfacilitated through
an exchange of emails, allowing them to avoid personal contact with otteeanbhis has made human
interaction less frequent in the workplace, in turn deicrga®cialisation. Today it is quite possible to write a
paper or complete a project with someone whom one has never met or spoken to.

The reason why social democracy must become more aware of these chahgewarkplace is that
in its basic, original conception the factory was a placetafmp work, but socialisation also. It was an
important reference point in building citizenry. If today it is neitfeeparty, nor one’s work that provides
education about the community, then social democrats must ask Wwherledge comes from and how
views are shaped. It is a strategic matter that needs an answer.

Further, modernisation meant reduction of some branches of therindostagriculture, whilst technological
changes led to replacing much of manual work by machines. This means thera isiismatch between skills’
demand and supply, as what is required is new, more sophisticatedckilsal training is thus no longer a fringe
issue in the social mobility debate, but the core issue of enabling peopieiio peofessionally active. Associated
with modernisation are a handful of new social risks which must be addrd$se aforementioned mismatch,
among other factors, leads to steadily growing discrepsdneteeen jobssRealising this fact, it becomes evident that
the category of the working class that social democracy continues &eopih is inadequate to today’s European
labour marketThere is therefore a need to develop a new understanding of this transfornaeiesy, one that is
the base not only of a new vision, but a new school of sociological thought.

2. Care — enabling people through adequate provision

As a concept the welfare state has lost much of its credibility in the midst cdribeni crisis. More and
more it is perceived as an unnecessary expenditure that neither a singig wor Europe as a whole can possibly
aord. This crisis of con dence in the welfare state is enhanced by whathasddenown as thequeezed middle
classthat they carry the burden of state expenditure on a social security ietavhit longer meet their needs

5 See: M.Goos and A.Mannioavely and lousy jobs. The rising polarization of the work ,ire@&dittp://eprints.Ise.ac.uk/20002/1/
Lousy_and_Lovely_Jobs_the_Rising_Polarization_of_Work_in_Britain.pdf
6 T.Judt]l Fares the lanBenguin 2010



This is a challenge that must be addredééidere is to be a renewal in the legitimacy of social security
systems, there must also be a new understanding of its elements. A moral coaganf this vision must re-
interpret the issues of solidarity (among them also intergenerationath A new paradigm must respond to
the issues of sustainability, e ciency and quality, while resistinguopromise on the principles of universalism
and the role of state. We must seek to build a new narrative anchored in a conceptitre@nabling state
and shared societywhile being strong enough to counterbalance opposing ideas such as theiBig. Soc

In concrete terms these debates are manifested in the issues of childcaemsions. Both are two ends
of the same debate on the core principles of the welfare stadenely (intergenerational) solidarity, social
justice and equality.

Childcare provision is a question of ensuring equal opportunitiek. fibrisaa matter of social inclusion
and hence social cohesion, which should be a guarantee af elgances, blind to the background from
which a child originates. Ambitious pre-school programmes to eqidperhwith skills that will allow them
to enter the subsequent steps of their education prepared are very imp&té no less important are the
sta that ensures their implementation. Thus the e orts to train theogdan their knowledge and enable
them to perform their jobs better should be seen as an important investmiet public sector. We must
re-orientate this debate and link it with another key aspect — adequatess@ldhe public care sector. The
state must become an example of the provision of good jobs, ensuring thatté¢hie cyood’ stands for
salaries as well. This is one example of the reforms through which the steléacan regain credibility.

The other debate centres on pensions, which currently focuses on twmastest what age should
people retire; and should there be a synchronization of the retiremeinatipe European level? Yet these
approaches neglect the key question —what should pensions be aboute Repthe deals with the age
dimension only. In many cases they wish to keep the age element of thednpaniss current level not
because they would mind working longer in full or part time employnientbecause they are afraid that
the modi cation of pension age will lead to modi cation of psien, and hence worsen their situation in
the future. Those anxieties are enhanced by debate about ageingesoaiat the non-a ordability of the
current solutions. Provision of pensions is a basic task sthth — it is a question of social justice and true
intergenerational solidarity. Perhaps, however, the understanfdpension should be explored further in
the context of care provision. It would be a review similar to the one propofseda childcare is concerned.

3. Education — empowering people through
equal opportunities

Progress depends on societal development, and hence on the igpand level of education that
individuals receive. Sustainable acceleration of knowledge andisskilithin a society determines the
chances of this society to build wealth and ensure the ability of its membersadapt to the circumstances
imposed by processes such as globalisation, and readjust its funcigprmodes in moments of crisis.
Therefore an answer to the question of what education should be about, whagials are and how it is
to be organised, should be at the centre of a response to how we conceptualiegrpss.Given that the
integration processes has brought, amongst others, a common labdwat mawhich the competences are
veri ed, this must be given in a European context. Thusgltheducation is an area on which EU members
have traditional been territorial, the time has come for a truly paneBardpbate on education.



Following the points raised in sections 1 and 2 of this article, | would ltkestpriacipally on the question
of vocational training and an issue at its fringe, namely, of the remogritompetences and skills. When
rede ning the termprogressand subsequently the conceptvadrkin relation also teelf-ful llmentpne must
draw attention to the competences employees and workers receivagthtbair jobs. At this point neither
these, nor learned skills (through internships and even volugietenirexample) remain unrecognised. This
is also a question of e ciency in providing vocational training amthteral retraining. A social democratic
conception of progress must be about building on a hitherto unrecogmixisting potential.

Social democrats must seek to formulate a new vision which harbors the piéto mobilise both
minds and hearts. It is a question of remaking the movement to become relevartiecagain, reliable
and re-energized in order to be the political force to successftdige the challenges of the icentury.
The key to the success is revision of the tgpnagressmaking it meaningful through building on three
cornerstoneswork, care and education.

‘ Dr. Alfred GUSENBAUEghairs the FEPS Next Left Research Programme and is a former Chancellor of
Austria




ByPatrick DIAMOND

This foreword explores the challenge of social progress and socisionolme Europe through the
European social model. It does so at a time veloeral progress in Europe is perceived to have gone
rapidly into reverse This poses signi cant dilemmas for the centre-left whose narraivgsaects have
been predicated on an abiding faith in an optimistic and hopeful futueepdivasive loss of con dence in
social progress has stimulated a revival of conservatism in pdiitinghtt both on left and right.
Modernisation is to be resisted rather than celebrated, protectinrhisocieties from relentless and
inexorable commodi cation.

The weakness of such conservatism is that “golden age” conceptiongmrenafjinary, and lack a
coherent account of the trends and forces at work in post-industrielisedihe conceptual framework of
social cohesion, however, o ers one potential route out of the impasSecial cohesion is a widely used
but little understood term used frequently in social policy and @blétence to describe the bonds or glue
that bring people together in societies, particularly in the contexeafegrcultural diversity. The notion of
social cohesion is multi-faceted, covering many di erent kinds @l sieenomena. It is widely associated
with theories of structural functionalism and pluralism.

In analysing social cohesion, three interdependent variablesasseas and explored in the literature:

1. material disparities including income and wealth inequalities;
2. citizenship and participation in the democratic sphere;

3. and the quality of relationships and well-being in society. In Eurcf,cedesion has traditionally
been associated with the prevalence of the European social model.

1 See: G.Esping-AndersEme incomplete revolution: Adapting Welfare States to Women'’s,NeamRalége Polity Press 2009



The European social model is believed to distinguish Europe from tleel Sitéttes in o ering
comprehensive social insurance and a welfare state for all regafdiess.d~or much of the post-war era,
social justice and economic e ciency were seen to march hand in hand infWEst®pe. This was the basis
of the European social market economy in which the demands of labour atadl wapt accommodated
within a framework of corporatist national regulation and plannmgpined with Keynesian demand
management and ambitious welfare state regimes. It has contributedstoréchl view of Europe’s post-war
‘golden age’ where from 1945 to the late 1970s, high growth and sociabogbresiailed.

The deterioration in European economic performance and the afteiwhahe global nancial crisis,
however, has caused this one time certitude to be increasingly quektibime issue is not just one of the
a ordability of existing social models as the result of low growth rateadvrerse demographics. It also
concerns the fact that existing social models may undermine the @btieemteconomic growth and higher
levels of employment in EU member-states. This questioning is madenadirthurgent by the unfolding
challenge of globalisation and the economic revolution in Asia.

The impact of globalisation has been to signi cantly enlarge the econamipetition that Western
societies face. It enables mobile capital to tap the potential of a ragidiydeng pool of labour, now
becoming part of the world’s urbanised workforce and increasingly kkjiéd. Unsurprisingly globalisation
is resisted in many parts of Europe, particularly in those regions and tettare most exposed to cost-
e cient competition. There is increasing concern about rising inétes and the marginalisation of the low
skilled and disadvantaged, which weakens social cohesion by fognergentment towards migrants and
minority groups, and increases disillusionment with the demoaicess.

It is generally accepted that there is no such thing as the “European sdelal Member-state di er in their
social and political preferences for redistribution, and the weigbtaccorded to the relative roles of state action,
individual responsibility and voluntary initiative. It is moreaecgiven the range of national diversity, to speak of
Europe’s social models. Nonethelesss is su cient commonality in the values that underpin the social modgel
of the EU to label discussion of shared challenges as concerned with thesfofithe European social model.

The member states of the EU also share a common economic and political sphaaes highly
interdependent. That is why, despite the diversity of nationaiaitsi@nd political preferences, the EU is still
accorded a signi cant role in the reform process. While nationalengystems develop their own dynamic
which in turn generates their own distinctive problems and refoemadibs, the main challenges for the
future are demography, technological change, and globalisation. Regearg have seen a growing
convergence of approaches in meeting those challenges, and thereewsingrinterest in redesigning
national systems through common reform principles.

Most commentators have sought to explain the obstacles to reform of thyeeBarsocial model in
terms of implementation, relating to lack of political capacity andTiwél global nancial crisis has made
reform of the social model even more urgent, despite the fact that thegddbttus of national governments
has inevitably been diverted towards the immediate tasksisf otanagement and risk mitigation. The e ect
of the crisis is to make long-term structural challenges even moreninaisti pressingFor example, it is
likely that the process of global economic restructuring will actgleriéh comparative advantage shifting
ever further towards Asia and the Far East.

2 Gamble, 2008
3 A.Sapiiow the European Union should stop the global crisis becoming a EuropedfinanbiahTimes August 23rd 2009



The danger is that the nancial crisis will produce spill-over e edtathaletrimental to social cohesion
and social justice in Europe. This is all too apparent given the rise in thengomyitoyment rate, for example,
which has reached 44 % in Spain and is rising rapidly in the new member-statisgpicthe OECEMost
of the core di culties facing the European social model are not con ned yooae particular country, but
are long-term and structural in their impact.

The argument of neo-liberals has been that European governments hesddrwith corporatist models
that make them less exible and less competitive. This imposes realnctstas of jobs and growth
throughout the EU, and is a compelling explanation of relative Europdarperformance since the late
1980s. Labour costs and taxes are allegedly far higher in Europe thateth&tdtgs, and so it is argued,
growth and job creation are much lower as a result.

This view coincides with three frequently con ated claims about thecimpfaglobalisation in the
literature on European competitiveness:

t In an era of large-scale foreign direct investment and mobile preelwetpital, “punitive” taxation
regimes associated with positive welfare and comprehensive gowgialgn only serve to precipitate
capital ight.

t  National economic policies are converging around neo-liherais in an era of nancial deregulation
and liberalisation.

t In an era of heightened labour mobility, high-wage, high-skill laboletsaare very di cult to
protect, triggering a deregulatory race to the bottom in an e ort to erageiand retain investment.

These claims have had a signi cant impact on policymakers in nationatirgews and central banks
throughout Europe, but have serious limitations and weaksies@articular, they exaggerate the impact
and homogenising e ects of globalisation, and refuse to acknowledgentiany of the world’s most
successful economies have relatively high tax to GDP ratios, natallyrdic countries. Tax rates are one
factor among many in determining company location and investmentiolegjsas long as taxation regimes
avoid adverse incentive e ectSuccessful engagement in global markets, a exible and competitive
economy, and healthy welfare states in Europe are mutually compatibleb@isation needs to be
understood,less as an inexorable dynamic and more as a tendency to which there ardeuleteres, or
at least to which counter-tendencies may be mohilised

The impact of the global nancial crisis ought to encourage a re-appraisgloP#nerican capitalism, and the
models that can best ensure economic e ciency and social cohesion gorhadd. This perspective is brilliantly
articulated in a recent article by Michael Porter and Mark Kraifiee iRlarvard Business Reuewhich they
criticise the outdated approach to value creation that has emerged eveaghfew decades within the Anglo-
sphere. Porter and Kramer’s insights are worth quoting at length, since they ompelling critique of those
companies that remain caught within the competitive mind-set recamaed by the Anglo-American model:

They continue to view value creation narrowly, optimizing shogrteiahperformance in a bubble while
missing the most important customer needs and ignoring the broades ithae determine their longer-term
success. How else could companies overlook the well-being ahdrsirtbestiepletion of natural resources vital

4 OECD 2010

5 C.Hay, M. Watson & D.Win¢ainpalisation, European Integration and the Persistence of European Sofiral Mod¢&\Working Paper
3/99, University of Birmingham 2005

6 M.Porter & M.Kram&he Big ldea: Creating Shared,\aljélhe Harvard Business Review, January-February 2011



to their businesses, the viability of key suppliers, or the ecessmictigstommunities in which they produce
and sell? How else could companies think that simply shiftirsgtadticditions with ever lower wages was a
sustainable “solution” to competitive challenges? Governmehtaoiéty have often exacerbated the problem
by attempting to address social weaknesses at the expense didpsesssed trade-o s between economic
e ciency and social progress have been institutionalized in declidglodipes.

Porter and Kramer argue that the purpose of the corporation must be redewards creating “shared
value”, not just pro t maximisation per se. This will dive@éxt wave of innovation and productivity growth
in the global economy, reshaping capitalism and its relationship &iysdaearning how to create shared
value o ers the best means of legitimising business in the aftermath ofotie grisis, restoring the health
of the capitalist system.

Porter and Kramer’s perspective is important because it acknowlegipe basic synchrony between
economic value and social value that has been at the root of Europe’s postwe#fare states and social
models. It recognises that restoring the sustainability of social psavi is dependent on developing
more dynamic and vibrant forms of capitalism. This cannot be achievedulgtoa deregulatory race to
the bottom, only through devising long-term strategies that enable the prodian of more high-value
goods and services throughout the European Union.

This perspective on economic and social value creation in the gtmiveomy is acknowledged in recent
accounts of social development in Latin America, which stressotfiat and economic goals ought to be
properly balancedThe impact of divergent development models and structural reformsialf sacurity in
Latin America ought to be studied carefully by European policymakieey asttemplate the future viability
of their own welfare states and social models.

This demonstrates the limitations of casting public pokcy @&hoice between free markets or the
centralised state. Throughout the world, the lesson of three decadef®rai is that programmes and
policies which overemphasise either the state or the market produgéelon costs, both for society and
the individualThe centre-left also has to challenge those accounts which perceive tbddnin terms of
relentless declinism - the decline of the state, the decline of ideology, tkelide of welfare, even the
decline of social democracy itselfoo much current writing assumes as its reference point “a golden age” in
which nation-states had sovereignty, government’s had legiingizens participated actively in public life,
men were employed in secure jobs, and people were anchored in mabtd@mnmunities.

Inevitably, golden age conceptions are both deeply conseraatileften imaginary. The task for politics
is to articulate ways to maintain an open society which can adapt to the reemndsksecurities created by
the global economy, while protecting cherished values and ways ofTikimghallenge is to open up new
possibilities by transcending the state-market divide, shing how states, markets and civil society can
best combine to maximise economic growth and human welfare.

‘ Patrick DDAMONDis senior research fellow at Policy Network and a visiting fellow at the University of Oxford

7 C.Mesa-Lagblodels of Development, Social Policy and Reform in Latin Amiteddsdations Research Institute for Social Development
November 2002
8 A.GambleRolitics and Fat€ambridge Polity Press 2000
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During subsequent elections a tendency of a decline of civic engagemerttecabserved.
Withdrawal from politics and resentment to any of its acts is connected feitling of resignation.
People no longer believe that both government and oppositian do anything to counteract
globalization, the economic crisis and deterioration of the sociditioms they live and work in.
They see politicians powerless, and hence also the institutions fintidyicact - meaningless. That
is, as many reckon, what will go down in the history as andamotratic decadence

Regaining credibility is a challenge for all the political parties, thatggenost of all it is an issue for
social democrats. The profound crisis of the movement originatesdaptejs disbelief in a capacity
of progressives to be a force of social and economic empowerment. The timllik of course that
without restoring the trust in politics and in the political partiesalsdemocracy is unable to re-
establish itself on a political stage of the 21st century and carry on thi veak initially entrusted
as a progressive movement to deliver on. (Stoker p. 22)

Resignation and resentment may evolve to need to break out of the fatalisththe vicious circles,
and then may also become a mobilizing power. It is so, if people feel likeesayuig is enough”.
That was the case for many, among them especially young unemployed ooesemthon the
streets of i.e. Spain this late spring. (Pedret p. 28)

In all these debates, it is very clear than any renewal of social democracg caustezted with
revisiting the concept of “movement”. It must therefore focus not onlyrtiegas actors within the
institutional systems, but above all on a broad progressive alliahdeadé unions and NGOs. Such
a formula may help regaining a prevailing argument, that welfare aroleivelof a society depends
on true implementation of principles of equality and social justiédénholzer p. 37)



ByGerry STOKER

Across Europe there is a substantive lack of engagement in politics and trupoliticians. The
starting point for the resolution of this malaise is to understhpolitics as embedded in a set of social
interactions. Reinvigorating collectivism requires nding ways to kadbout politics but as a by-product
of a wider engagement in social networks.

For progressives the pervasive evidence of a strong anti-politiced,clack of trust in government and
scepticism about the capacity of the state should be a cause of great coheenaldise of pessimism that
surrounds public debate owes part of its cause to a growing recognition chbefsihe nancial, economic,
social and environmental challenges we face, but also draws much of é@sfpmw an increasing sense
there is not much that can be done about them collectively given the currephegd state of politics and
governmental institutions.

Fatalism about politics is a signi cant threat to the idea that as humagshecan act collectively to
improve our lot. In that sense it is a challenge for all political hues but itdé/eedeany to those with more
progressive ambitions for positive change since it all but removeo#pepts of making progress. The crisis
in politics is something that can be exploited by other political creedsetgreed- by linking it with a wider
attack of the wastefulness of government or a tendency to nf@igrBrotheiritervention - but for social
democrats the crisis needs to be addressed positively and e ectively.

This paper establishes the scale and nature of the crisis facing osr. pbiiesnportance of the issue for
social democrats is reinforced as disengagement from atrdstiof politics appears to be more prevalent
among disadvantaged social groups. Next the paper looks at some of the €mstiog anti-politics: an
analysis that suggests that the problem is both complex and not easy t@résdhe search for solutions
the paper takes a third step and suggests the need to look at citizenshijalhatiirough a relational lens.
That is, we need to understand more about how citizens become politiggiyesl through social processes
and networks.



The scale and scope of anti-politics

| will start by looking at what we can learn from attribute data about whaturads/think and do. There
are di erences between countries across Europe, but overallribe #@t citizens have lost faith in politics
is quite widespread in the advanced industrial democrdeigisicians in nation states and supranational
bodies, such as the EU, have a tense relationship with citizens charaaddnis occasional explosions of
righteous anger and bursts of populist revolt built on an embedded and sustaifieundation of dismay
and disillusionment about how politics works.

The crisis in politics is deeper in some countries tharsoffedsle 1 divides European countries into four
groups: Nordic, Northern, Mediterranean and Central (composed ldripeyfamer communist countries).
It provides cumulative data from surveys conducted at taenbmg of the century from a “representative”
country from each of these divisions and compares that with data on paliticésm in the UK which is
included by Norris as part of the Northern group. The picture that emerges @ditayidup represented
by Denmark that is top in terms of most forms of activism with others laggiimgl bt within the context
of di erence many of the same messages emétgétical engagement is not something that most people
do all the time. Much of that activity is individually focused rather than thgh collectively organised
interventions. Party activism is, along with direct politicampaigning, at relatively low levels. Protest
again attracts some engagement but it is very limited.

Most citizens are potential observers and limited doers. And what ddvithieyalbout what they see?
Trust levels as revealed by the same European social survey (2002 stavgd®ut and have remained at
fairly low levels. Even in the “best” countries — Denmark, Switzedatie atetherlands - trust levels of
citizens in politicians are running at a mean of about ve, where a score ofld0nelatate high trust. In
other countries such as Poland and Portugal trust levels have hoveratlaroean score of below three or
at times below two. Across Europe it would be fair to contthadlgou are more likely to meet a fellow citizen
with a low trust in politicians than one with high trust.

Table 1: Political activism

% % % % % % % %

Voted Contact- Worked Member Worked Signed Demon- Boycott

in last acted in party of party in petition  strated  good

Country general ocial  oraction another EILY
election group organisa-
tion

Nordic: Denmark 87 19 4 6 22 31 7 25
Northern-Germany 74 12 4 4 20 30 9 24
Mediterranean-Spain 73 12 6 3 16 24 23 11
Central-Poland 61 8 2 1 5 7 1 4
UK 65 17 3 2 9 39 4 23

Source: Developed from data in Norris (2008) from The Euveye@orSoletVSue 2002-2006.



When it comes to di erences between social groups, the ndings for the kafsoirvey conducted in
December 2010 are revealing (Table 2). There are signi cant di®tegteecen social grades AB (those in
professional and managerial employment) and social grades DE (thos&illedunsanual and casual
employments); with the former claiming to be better informed, knayelable and ve times as likely to be
actively engaged in a range of political activities as the latter. O#inenclts, although less stark, emerge
when comparing men and women and “white” citizens to those with an ethnicityi(BME) background

Table 2: Subgroup analysis of political engagement and attitudes (UK)

Political Social Social Men Women White BME
Factor % of Grade AB  Grade DE

Interest 77 36 63 53 60 41
Knowledge 73 29 63 43 54 39
Activist 25 5 12 15 14 5
Voting 72 43 57 59 60 44
E cacy 31 30 31 29 29 38

Source: Developed from data in the Hansard Society Audit ehf@oitti@@llEngag

Explaining anti-politics

One common explanation of alienation is that citizens argadwoverlessThere are liberal and more
collectivist variations of the argument with the former placing greatphasis on individual empowerment
and freeing the individual from unnecessary state interferenceatéddoncentrating more on greater
opportunities for collective engagement in decision-making.eSiavour more popular or direct forms of
citizen engagement such as petitions or referenda and others prafasfahere citizens are encouraged to
become better informed, debate, deliberate and judge whattlse common good. The solution to anti-
politics on this analysis is giving people more power.

But does this understanding of anti-politics stack up? Was governmoeatopen, engaging and
participatory in the 1950s compared to now? Was it better at customer sehaicedld be a di cult
claim to establish as arguably the arrival of 24 hour news media and thet indsenput more information
in the public domain than ever before, politicians are generally massédie to their constituents, service
responsiveness has probably been advanced and citizens are almtsdmdewith opportunities for
consultation Objectively you could argue that citizens should feel morspowered than they do, not
least because as a group they are now better educated and therefoth gheater resources to support
involvement.

Certainly we have not lost a previous world of large-scale participatiqgpoliiical engagement that
somehow needs to be replaced. Is it the case that citizens want more direc? gtwe Hansard Society’s
2011 audit of political engagement in the UK, in the context of demands isigrinom Big Society rhetoric,

1 This is claimed knowledge
2 Measured by engagement in a range of political acts as detailed in Table 1
3 A claimed sense that you could influence decisions



suggests a public deeply underwhelmed by the idea that they should baeguwaommunity a airs. It reveals

that only one in 20 are very interested in getting involved in local degisking, only one in 10 will de nitely

volunteer to help out in the community in the next few yeard,aanong that group the focus is on sports
and general “do-gooding” to the exclusion of involvement in communitypg, trade unions and political

parties.

Maybe, then, citizens just want politicians to do their job properly and getdogovern in the general
interest? What is it about theocesses of polititat alienates citizens? There are several possible elements.
Some might have a concern about procedural fairness of politicialahs and the justice of decisions
taken (were all the right stakeholders and bits of evidence brought éy®).gfome may have a negative
reaction to the rhetoric of conict that often surrounds politics.-palitics may be a result of the
expectations about fairness, ethical veracity and support for them@morgood that are loaded on to
politicians by citizens.

The solution would appear to be to restore faith in representativepditimaximising transparency
and accountability so that the practice and even the impression of wlaing-can be stamped out from
citizens’ impression of representative politics. This refoteggtravhose value is real in the sense that there
should be measures to stamp out corruption in any democratic system - mayeinvags exacerbate the
di culties of anti-politics by reinforcing the idea that represémés are simply not to be trusted.

A third line of argument about what drives anti-politickas it re ects the failure of politics to deliver
outputs or societal outcomes that citizens value. In short it getfemancef politics that is a cause of
dissatisfaction. We have shifted the balance in our politics from anptrtssananagerial political world
where societal ends are agreed and the core political issue has becomeuune th¢ relative competence
of the parties and politicians to achieve the desired ends. Politics twndsefocused on the performance
of the government and leaders or what prospective opponents could aiethiB focus on performance in
turn supports a rather shallow form of political exchange in which tleataio of credit or blame becomes
the focus, and a cycle of hope followed by despair drive< mytitiion as a new leader rises only to fall as
feet of clay are revealed (in the UK Nick Clegg achieved this distinctiondringe).

A nal line of argument holds that large swathes of citizens laghkdleencyto understand about how
politics works (and could ever function with their engagement) and adtdwad negative views of politics.
This line of argument is rarely heard from politiciansdastiiious reason that appearing to insult the voter
is not widely viewed as a winning strategy. However the argument is not heagmarance of the public
but more the lack of an environment in which civic understanding amgrehension could reasonably be
expected to exist and then develop into political engagement.

A way forward? Looking at politics through a social lens

It would be good if at this stage | could o er a simple way forward. | suspect tlmatrtbgdlanations of
anti-politics all have some grip on the issue so we may need to take actionrahfemws. But in the end |
think there are severe limits to the amount that can be done to nd new ways of @iviitizens power or
convincing them that all politics is fair and ethical. In addition to whdteeelyaknow about what citizens
think and do - which suggests there would be a mountain to climb to turn aroizehsibn these points -
these responses ask of politics what it cannot deliwétics is not about individual empowerment, it is



about collective decision-making. The democratic promise is not thatiycan determine the outcome,
merely that you can have your say. Politics is about resolving con ict and faggorms of co-operation.
It can be inspirational and ethical but it also works through half-truths, ggamise and veils of ambiguity.

Turning to the third explanation, then, new leadership gures mayytiggt the candle of public hope
that a better politics could emerge but it will be dicult to break out of a cyc¢ lmds to ultimate
disappointment. The deeper longer-term solution rests with begwaped to think about how to tackle the
issues thrown up by the fourth explanation: the lack of a civic envirororsiggdort political engagement.

The starting point here is to think about citizens not as individuals but rathe embedded in a set
of social relationsHow they make sense of politics and how they decide to get involved depenuigystr
on the social networks of which they are part. We need to tadédrihese ties and connections and that
the properties of these ties and connections are not the assets of agenfsystiems of agents that in turn
are connected to wider social processes.

There is growing interest in the role of social networksljpingeto explain how citizens understand
politics and in turn move on to political engagement (See Symposki& Folitics Science and Politics, January
201). There is mounting evidence that networks of family, figndemmunity and broader social ties have
an independent impact on citizens: their politics, the resources theyabeess to, and whether and how this
engagement is in turn translated into political actiinhe currency of political participation is inforntation, t
its primary mechanism is political talk, and more political nlisadssio more political activity”

Networks matter but how they matter and how much they matter arellesms Being connected can
create norms of participation and also can provide the basic informatiorecetp understand how to make
a choice and the procedures for participation. Having access to expektssvtedgeable people about an
issue in addition can rm up views and commitment to act. This connectiomeanfoom lobby groups or
other institutional sources.

Understanding democracy as a social process is the key to tackling aniigs. In the past trade
unions and other labour movement institutions provided for and led thiscsal dimension to politics.
The connections were not overtly political but more broadly social whiginicould provide the stepping
stone to engagement or at least the idea that you could engage in politicsomieghrope of in uence. In
1959, Almond and Verba’s studyCofic Culturevealed in Britain among working class and lower income
groups a real sense that they could in uence politics driven, they arguebde role of labour movement
organisations.

More recent evidence indicates thila¢ key attitude shifts are not in the levels of knowledge or the extent
which politicians are trusted. British citizens were not in somgegofdeéghaknowledge and trust in the 1950s
but they did for whatever reasons believe they could in uence psliticahdkitig at the local and national
level and have a pride in a political system that was geamsa&rasd well functioning. That sense of being able
to in uence decisions has declined dramatically as has the sensestaat thections well

The key to creating a more optimistic framing of issues, ssameze of the belief that collectively we can
achieve things, may rest in nding a way to develop and connect to the soei@rketthat drive political

4 A.E.Sokhey & P.A.Djupeerpersonal Networks and Democratic Rdtiicknuary 2011, p.56
5 G.Stokefhe Rise of Political DisenchantfirehtC.Hay (ed.) New Directions in Political Science, Basignstoke Palgrave Macmillan 2010, p.55



understanding and engagement. The internet, public debate and opessatttexpertise and knowledge,
could all play their part in building again a platform for a beliefliticp. Progressives need to nd ways to
talk about politics but as a by-product of a wider engagement in soeiadnkst For mobile phone companies

and political parties the key message maljtleegood to talk”.

‘ Gerry STOKERS Professor of Politics and Governance at the University of Southampton, UK. He is Director
of the Centre for Citizenship, Globalisation and Governance (http://www.soton.ac.uk/C2G2/).
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ByFerranPEDRET

C’est pas pour vous facher
Il faut que je vous dise
Ma décision est prise
Je m’en vais déserter
Boris Vian

It is easy to see all around us the exhaustion felt by broad sections of sedietfyilie emptiness, the
bleak outlook, and the tedium that arise from the apparent lack of altesnatithe current state of a airs.
People from all walks of life, with diverse political or labour unionianka sense this general unease.
Perhaps they had not ever delved deep enough into the question of the comnuah lgot are now
experiencing a profound preoccupation with the current political ach@mic landscape, as well as the
same drive, perhaps only intuitively, towards liberty, equalityoédarisy. People who want the course of
their societies to be vastly di erent from what they are currently seElg unease is palpable from France
to the UK, from Greece to Portugal, from Italy to Spain.

Movements such as those that have been taking place in Spain in recent merthslgllo not simply
appear out of nowhere, yet they have apparently taken the majority of eissand commentators by
surprise. Spanish society had seemed anaesthetised, and nottdateihthat it would so suddenly awaken
from its stupor. Despite some lukewarm union mobilisations prgjesiainst job layo s and redundancies,
despite the public sector strike ¢f8une 2010 against the rst round of de cit reduction measures put forth
by the central government, and even in spite of the relativeess of the 29September general strike
against labour reform, no one expected what happened in May 2011.

It has been di cult to understand the apparent apathy and resignation witbhndociety accepted the
consequences of the crisis, which in terms of unemployment had becoteditgually catastrophidf the

1 According to data from the Active Population Survey carried out by the National Statistics Institute, with regard to the first quarter o
2011, the unemployment rate in Spain is at 21.29% of the working age population (between 16-64 years of age). This means that tt
Spanish unemployment rate is double the European average (EU-27), which, according to Eurostat data from last April, was at 9.4% of
working-age population. Especially grave are the youth statistics, since Eurostat indicates that the unemployment rate for Spaniards und
the age of 25 is 44% of the active population in this age group. Since 2009, 93% of redundancies in Spain were held by people under 3!



experts did their best to explain the reasons behind “the Spanish emteptibnow, today all have turned
to analysing the emergence and evolution of what has come to be known as the deividit.

Dull and voiceless, a new unrest among broad swathes of thistsp#izenry has been brewing since
mid-2008A growing number of people feel removed from a political game, which is viewed astralot,
absent, self-referential and unresponsive to the issues, aties and problems of a citizenry gripped by
the general economic crisis on the one hand, and the “austerity measures” tékediverse government
sectors on the other.

Social processes, however, evolve at their own pace, and as each moveeireiat jigibr struggles and
lessons, each one also leaves a residue — or a yeast, if you will — upon which rrevbwilieslave we nally
arrived at the end of a cycle of social peace? The answer is most likely yeisl ihd soonomic problems
which Europe faces portend a highly con ictual era on the horizon.

The European political left can and must learn from the current expressiohdiscontent if it wants
to politically channel the aspirations of millions of European workers,gtecariously positioned youth,
and its middle classes, who are disenchanted by a warped political game, arddemand more politics
and authenticity in politics.The following are a few notes about the “Spanish May”, with the intention of
contributing to this task.

Previous dissent

We cannot attempt to attribute the genesis of the 15-M Movement to any one oflthérig factors
alone, but they must be taken into account as the context in which a geneaslsesp developing.

First, the worker's movement, or at least its main organisations,dhe3dénieral de Trabajadores (UGT,
or General Workers Union) and the Comisiones Obreras (CCOO, or Wonkisssddejndid not participate
in the start of the 15-M Movement. In fact, they have been severely @dréitisaccused of passivity by
movement participants. All of the major political parties on the left hamesbbject to this criticism as well,
though much more severely. However, it is undeniable that the workésgslaave largely sympathised and
supported the movement. The economic crisis and austerity measweplinaished Spanish workers
tremendously, and young Spanish workers under 35 most severely of &iift Tinéhe economic policy of
the socialist government led by José Luis Rodriguez Zapatero, initistag 2010, explains the growing
unease among the sociological bases of Spanish progressivism anditatoinusf a large number of those
who had renewed their con dence in the Socialist Party (PSOE), in the M@ ae2fions. The public
sector strike of'8June 2008 and the general strike against labour reform, heltt Se@@mber 2010 in the
midst of a vicious anti-union campaign orchestrated by the right-wiriticpbparties and the media, were
nascent worker’s mobilisations.

Pressure from the nancial markets, the European institutions arldyeng)organisations on the Spanish
government to introduce even more reforms has done nothing but add fuet teetfof workers’ outrage,
stunned as they are by more company closures and job cuts. At the same timeyithaiorapeal to sign an
agreement on reform to the state pension system at the beginning of 20Eda@ezmplex situation for the
union movement. This situation could have become worse if the tradesin@dralso agreed to the employer
positions in the conversations about collective bargaining refomtonversations about this reform measure



have been concluded, and at the time of writing, the Spanish parliament edsarothe validation of a
Decree for the collective bargaining reform, in the midst of seveiismariticthe main trade unions.

The Spanish unions lately brought together a wide coalition of NGOs and-gémised citizenry against
the austerity policies and the recently introduced refaonSpanish labour regulations. A popular legislative
initiative to rescind the 2010 labour reform measures backenhitlioa signatures was just presented to the
Congress of Deputies. But now the unions are facing thierdmlof facilitating the convergence of the
various struggles that agreed on these shared points of resistance.

Secondit is important to keep in mind the resurgence of the student movement, the siasagent of
social protest, and its mobilisations against the application of the Bwla Process in Spanish universities.
Turmoil in the universities in this previous round of political and swddisations under the rightist Popular
Party government was key, because the success of the university moagaiaat the Organic Law of
Universities, and the change of 2000-2001 recruited an entire gamerayoung people committed to
successive political battles. They were the core of thglabglisation protests, the protests against the
management of Prestige after the oil spill, the protests against tbedl&tiydrological Plan that especially
threatened the Ebro River, the protests against the 2002 labour refdrtime anassive protests against the
Iraq invasion. The cumulative process of these successive nmislisgplain, to a large extent, the political
change of 2004, which saw the return of the PSOE to power.

In the current context, however, the role of the student mewve, although it has facilitated a number
of relevant relationships, has not acquired the previous proporfogsod example of the contribution of
the student mobilisation to the emergence of the 15-M Movement is foune ibirtth of the movement
calledJuventud Sin Futyiouth Without Future), a rst attempt to articulate theaditent in ways similar to
those we saw in Majuventud Sin Futubmrn in the university environment of Madrid from a student coalition
(many of whom came from the ght against the Bologna Process), togetheregtesgsive faculty and sta
from the university administration and services, expanded rapidlygthsocial networks and called a day
of simultaneous mobilisations in scores of cities across Spa&inApnil72011. In part, the inspiration for the
movement was thé&eragdo a ras€avaste” or “trash generation,” in reference to the precarious Inng a
employment situation), which brought tens of thousands of young ete to the streets last March. It is
worth noting that the catalyst for these protests was a song Hteeh que so(How Stupid | am), a quasi-
fado whose lyrics re ect the miseries and indignation of a generatioieigcored to instability. The sentiment
behind this song so resonated with four Portuguese young people thateébied to launch the rst of the
protests, via the internet, on"®larch 2011.

The 7 April mobilisation dfiventud Sin Futw@s a relative success in Madrid (with approximately 10,000
protestors). It had less impact in other cities, but it represented a pssisiee it included some of the
elements that went on to form the base of the 15-M movement. It was based on temaiftevigeneration
doomed to uncertaintyuse of the internet and social networks for the dissemination and oatimnaliof
the movement, voluntary lack of leaders, simultaneity of the midsilsand spontaneity in the creation of
initiatives attached to the movement, the absence of political and enj@nisations, and the totality of the

2 Watch the video (subtitled in English) at http://www.youtube.com/watch?v=CtBUeuiYY1M

3 The temporary occupation rate, according to the report “Monitoring and Evaluation of the Quality of Employment” for the first quarter of
2011, carried out by the UGT (General Workers’ Union), was at 24.8% of total employees, but goes up to 38.2% of employees between
ages of 25 and 29, to 56.6% between 20 and 24 years old, and 78.9% of those under 20. In all age brackets this represents an increase
2010. See the complete report (in Spanish) at http://www.ugt.es/actualidad/2011/mayo/Temporal%201%20trim%202011.pdf



movement working together not only to demand a response on a specic etepwicy from one
government or another, but rather to dissent from the entire existitgcallsocial and economic order.

Third the role of the social networks, speci cally Facebook and Twitter, must als@dnsidered as
one of the keys to the immediate spread of the slogans and the proliferaf the 15-M Movementin
this sense, the internet-born movement against the seedadly Sinel¢Sinde Law) generated a network that
has been relevant in the birth of the current Spanish movement. The law wasdativiegnitiative that
emphasised the protection of intellectual property and which, in theiaop of many internet users,
represented an abuse of power and excessive control. Emerging in parheuai-Ley Sinde movement,
a powerful political protest campaign mobilised the #naliesy(Don’t vote for them) campaign, urging
people not to vote for the major political parties in the local electiong di@2 2011. The platform included
protest against political corruption, against the di culties foitjwall minorities to obtain representation, and
against the power wielded by lobbyists, among other issues.

Fourth, another of the citizen initiatives that has been present in thsig@fthe current phase of citizen
revolt in Spain is tHelataforma de Afectados por la Hipaegaup dedicated to helping those facing eviction
due to inability to make mortgage payments. It is an informal organisatioa ywresence all over Spain,
which has its roots M de Vivienda play on words based on the comic and Mnfor Vendejtaand in the
successful 2006 protest campaign whose motto Wagitidras una casa en la putd {it¥au'll never be able
to a ord a house in your fucking lifé&is theme is connected with the central economic and gwoialems
in Spanish society. The housing bubble, encouraged by the deregufatiol @ ected under the rightist
government of the Partido Populdnas been, along with tourism, the factor that best explains Spanish
economic growth in the period from 1998 to 2008. The environinewsés of speculation have outraged
broad portions of the citizenry, which has focused on, among other ratlagdsstruction of the coastline
due to overdevelopment. Similarly, many are angered by the real estat&sswbbingpractices (bullying
or harassment in an attempt to force people out of their homes, whethersren@wvners) in its speculation
qguest, or the linking of unbridled development with political corruposgcourge that has worked to
intensely discredit the dedication to thes publican general.

What has really attracted youth to the movement that focuses its claines mghtito housing is the gap
between the constitutional declaration of the right to housing as a foedgl principle of social and
economic policy, and the lack of housing, in combinatioh thié clear insu ciency of the public policy
intended to facilitate access to a decent home. In the context of the dutifrtree housing bubble and the
nancial crisis, when the banks and nancial institutions began to ewlids that could not make their
mortgage payments, the movement has prioritised the legal regulattipayment in kind (in Spain the loss

4 This is the name of the current Minister of Culture, Angeles Gonzéalez Sinde, and refers to the reforms put forth by the 43rd final provision
of Law 2/2011, of March 4, on Economic Sustainability. The laws modified are the Law of Information Society Services and Electronic Com
merce, the Law of Intellectual Property, and the Law Governing Contentious Administrative Jurisdiction. Read the Official State Bulletin (in
Spanish) at: http://www.boe.es/boe/dias/2011/03/05/pdfs/BOE-A-2011-4117.pdf

5 More information at the Wiki page for #nolesvotes (in Spanish): http://wiki.nolesvotes.org/wiki/Portada

6 The 6/1998 Law of 13 April on land law and evaluation was promoted with declared liberalising intentions by conservative president’s
José Maria Aznar government. It was appealed to the constitutional court by several Autonomous Communities, obtaining the annul
ment of certain provisions, and was valid until 1 July 2007. According to data from the BBVA bank foundation, housing prices increased
significantly starting in 1998, and in the period 1997-2007 the housing price increase is a 83.9% attributable to the increase in the price
of land. The price of housing grew in Spain 468% from 1997 to 2007. See bulletin number 21 from the BBVA foundation, issued January
2010: http://www.fbbva.es/TLFU/dat/Boletin_fbbva_21_pags16-17.pdf. Needless to say, these increases were proportionally much higher
than the real salary increase at the time, and can only be explained by the speculation factor on the one hand (Spain started off the year
2005 with the construction of more than 800,000 new residences, a figure that surpassed Germany, Italy and France combined), and by the
expansion of credit and household debt on the other.



of housing at the hands of the bank does not rescind the debt with the bank, so theé arddied to a debt
almost impossible to pay), as well as the ght against titaaans through protests preventing authorities
from proceeding with evictions.

Democracia Real Ya (Real Democracy Now) and the 15-M
Movement

Parallel to the birth of théuventud Sin Futunmovement, originating in the social networks, was an
initiative calledPlataforma de Coordinacion de Grupos Pro Movilizet@dar@(Coordination of
Pro-Mobilisation Citizen Groups), which in a very short time had madeaaih amd
launched the idea of a massive mobilisation 8rMay 2011, in all Spanish cities,
under the motto Toma la Calle (take the streets).

The preparation for this mobilisation led to the birth oflkenocracia
Real Yanovement, a natural successor to the rst organising platfor
which in a very short time had accumulated tens of thousands of followe
on Twitter and Facebook. Despite the background of the traaliti
forms of protest among the classic social and political left, which stj
weigh in the current activist culture, the Icelandic Revolution, th
Tunisian and Egyptian riots and the social struggles in Greece
Portugal are much more present in the collective imagination o
this new movement. The spontaneous alliance of the moveme
with groups of bloggers and hackers facilitated the movement’
ability to take advantage of relationships created in previou
struggles to multiply its penetration capacity and strengthen the
reach of its message.

The public response to the"®Jay protest call was massive,
especially considering the fact that the large organisatiof the W
traditional left were not involved in its announcementnBrethe places
where previous massive protests against social spending cuts haddb@éen h
(as in the case of Catalonia, where énAltil and 14 May tens of thousands
of people had protested against the policies of the recently electedrvatise ‘
national government), thé"d May demonstrations were a massive event.

The real surprise, however, occurred at the moment when it was assumeuethat t
Madrid protest was over and dissolved. A group of hundreds of demorsstedtsed to break up
and go home, at which point the riot police intervened, resulting in sonestes being wounded and/or
arrested. The young people that had been gathered there took to the sdeiatkseto urge people to
return to the centre of the capital and protest with themragjahe police action. That same night scores of
people gathered at Puerta del Sol, Madrid’s central plaza, and decitigdcansped out to continue the
protest. Almost simultaneously, a little over 20 people decided to aznfgr the night in Barcelona’s Plaza
Catalunya.

Gradually more people joined the protest in the squares, thanks to wordithf amal the extraordinary



media coverage that was given to the events, which took place, it must be reredmjust a few days
before an important state-wide election for all the municipal govertsvemd a large number of local
governments. Every day more and more people joined the daytimerdérations in the plazas, and the
camps ourished throughout the state, from the capitals of the presitacmedium-sized towns. The protest
completely overshadowed the last days of the electoral campaign, ssetiaespair at the headquarters of
the main political parties, which found themselves facing an unexpelemment they did not quite know
what to do with. At Puerta del Sol and Plaza Catalunya, the protesters] bgjhisgress as “los indignados”
(the outraged), numbered in the thousands, constituting a movemumidirg beyonddemocracia Real Ya
which took on a life of its owbBemocracia Real ¥apports various camps, with varying degrees of
collaboration and participation depending on the city, but it was in thaglabkere
the self-namedmovimiento 15-M15-M Movement) came about. Information
about the movement circulated around the globe via the internet under the
hashtagt#spanishrevolution

The movement is characterised by the absence of leaders, by
assemblies as a form of organisation, and a diversity and trangversalit
that would have been unthinkable just months before. People from

the independent left to militant anti-capitalists, squattérs
members of student movements, union bases to grassroots
militants of the parties of the traditional left, were all brought
together. But above all it is a mass of people who do not come
from any traditional organisation that makes up the bulk of the
movement. One of the keys to their success is the connection with
average citizens and the ability to gain spontaneous support due
to the existing political exhaustion.

The explosion of enthusiasm and creativity has not hidden the
di culties of a heterogeneous assembly movement when it comes
to making decisions and formulating demands and propositions. The
movement itself is conscious of this fact: one of the faadamners at the
Plaza Catalunya camp reasls,go slowly because we are goirdofaever,
this has not prevented the establishment of a minimum protest platform in
the main camps.

The elections on 22May presented the rst challenge for protesters, since in

Spain an election silence day is enforced prior to election day, andlpeuditiertisements
or activity is forbidden the day before the elections. The Centrat&|Boiard and the Provincial

and Area Electoral Boards found themselves in some cases pressured hjcddeapdl media right-wing,
who pushed for the camps to be vacated, in a strict interpretation of the tavietliad the camps, because
of the movement’s criticism of the existing political system, as a forettofal propaganda. In the end,
thousands of people gathered in the plazas to challenge the decision mdde bladrid Electoral Board
and the Central Electoral Board to ban the camps under the pretext of the elkxt®) while the Ministry

7 In the case of Barcelona, under the title of Primeres mesures per una vida digna, (Basic Measures for a Decent Life), the programme of
the M-15 protestors can be found in PDF format (in Spanish) at: http://acampadabcn.files.wordpress.com/2011/06/primeras-medidas-
para-una-vida-digna_.pdf.



of the Interior opted not to create a situation of risk for people, peqnitinexercise of the right to gather
in public spaces.

Election day ran without any incident, and the local elections resulieskivere loss for the left, leaving
the map of local power a virtual PP monopoly. The socialists lost by a 1prpathtempared to the PP, and
lost the majority of regional capitals. Especially signi cant wassthefl Barcelona, the second city of the
country in population and importance, but the losses sulereother regions like Extremadura, Castilla-La
Mancha, Aragon and Asturias were traumatic as well.

The 15-M Movement, however, which had always emphasised that thenetiaté was not relevant to
its cause, decided to continue the protest, and it was then that the moveatkttt face a second challenge.
In the case of Barcelona, just as exhaustion and the decreasing med@naitaststarting to diminish the
number of protesters camping out, a decision by the Interior Ministiee oécently elected autonomous
Catalan government, Felip Puig (CiU, nationalist-right winddedtlhe revival of the movement. Before the
Champions League nal match on Sunday!, &y, under the pretext of cleaning Plaza Catalunya, and also
under the pretext of preventing objects present in the camp from being ssgedapons by excited fans, the
police mounted an undoubtedly unfortunate police presence, vese dio the place where fans of FC
Barcelona celebrate the titles won by their team. Campers were sunmsisasl they were waking up on
Friday morning, and in their peaceful resistance againgoauitey were met with blind police violence. As
a result of the information broadcast live from Plaza Catalunya via the mdestieial networks, thousands
of people came to congregate in the surrounding area to lend their suppbe fwdtesters. After hours of
police charges, the anti-riot units had to retreat, at whicit fee protesters returned to the plaza, raising the
camp again in a matter of hours. That night more than 12, @@0epattended a rally condemning the police
action, breathing new life into the camp. And on the evening of the nal, thesfes peacefully held the
plaza without any remarkable incident and with the celebrating FCddartahs.

As the days went on, the general assemblies of several plazas decidety/éotdeissamps and move the
political battle to the neighbourhoods, in local assemblies that warédcgntinuity to the movement. They
also decided to protest theune assembly of the new local governments and, in the case of Catalonia, a
decision was made that turned out to be signi cant: they would protestéoéii® region’s autonomous
parliament against the approval of the region’s budgets, which wedtharsh social spending cuts, and also
against the approval of tHdei Omnibgsa bill involving the formalisation of many of these cuts as well as a
counter-reform which would reverse a large part of the transformatrkeoivihe progressive governments of
2003-2006 and 2003-2010. The Barcelona 15-M Movement, re ectingitred 8pe 2009 Icelandic citizen's
movement, in which they laid siege to thkhing(lcelandic Parliament), declared its purpose was via peaceful
civil disobedience to prevent the meeting of the Catalan parliament'duiid debating these points. However,

a violent minority, controversial police action (some witnessek sgfeundercover agents among the
troublemakers), and a generally poorly-planned and ine cient patiten turned 15 June into a chaotic day.

Overcoming the consequences of this chaos was the movement’s thiehghahs it became subject
to a classic criminalisation campaign by the right-wing and its media, atduéional closing of the ranks
of the parliamentary left as the result of assaults on several deputieddyt anvimrity. The president of the
Catalan government, Artur Mas, went so far as to call the events “kala” {Baskue voice for planned

8 This is a draft bill announced by the Catalan regional government, which would mean the modification of 80 existing laws in one fel
swoop.



street violence), likening the disturbances to the urban low-le@igerrcarried out by Basque organisations
sympathetic to ETA terrorism. As a result, the movement risks friaationak breakdown of solidarity and
waning sympathy towards the movement by a large part of the population.

However, both on 5June as well as subsequently, the entire movement has mamg®anous e ort

to underscore its condemnation of violent behaviour and to re-engghdise peaceful nature of the
movement, both in Barcelona and on a national level. Thus the proteéthm#&9this time at the European
level (the internationalisation of the movement has been one of its npiatiasis since the beginning),
became a kind of trial by re to test the support of the movement after an intemgk afonobilisation. The
success of the protests throughout the state has served as a stgeahovement’s continuity in the future.
Particularly noteworthy is the movement’s success in Barcelona,ongtithan 100,000 people attending a
massive protest, including a network of entities against socialisgends (which includes more than 200
associations and groups, among them the major unions), in what could dgghthad, if it matures, as an
emerging con uence of the struggle underway in Catalonia and Spain.

It is politics

Some of the 15-M Movement’s expressions against bipartisaarsthipgainst the political parties with
parliamentary representation, at least at rst, have led some olsserassert that this is essentially an anti-
politics movement.

De nitively, it is not. Certainly, the risk of populism in times of econpsis is terrifying, and on our continent
we know this all too well. But the movement has not beeretelirat all by the extreme right. In fact, the manifesto
read at the protests off1Mayr as well as the programme of the Barcelona camp, are a compendium of democratic
renewal and social reform measures that could have beenftakemny labour, socialist, or social-democratic
platform before the eruption of “the Third Way”. The question to aslarthdrem the perspective of the European
left, is: how is it that these aspirations cannot nd political expréssiay of our parties or unions?

People have not turned their backs on politics. The citizenry are begigrimbe conscious that they
have been dispossessed of an authentic capacity to determine their fitollectively and democratically.
The entire movement is a sweeping claim for a return to politics, an attempt by pedp repossess their
own future, to re-appropriate politics. What the movement has accorspkd is the demarcation of the
ideological and cultural dominion of a neo-liberalism thatlk formed a hateful consensus, constraining
the limits of what is possible, and how we can imagine constructing the fatusuch is its victory, that we
can even see clearly that what sets us apart from other historical momerdsii immersion in an apparent
continual present and an impotence in the realisation of the future. Theverment proposes to defect or
desert from this hateful consensus. We, from the left, must turn this dédecinto a civil, common and
collective act. Deserting the dominant culture, recognising that weeaourselves in the process of
constructing an alternative is an act of responsibility that must@spond with the act of recuperation of
the citizenry, of appropriation of the complete dominion of the future,ahthe people are carrying out in

9 Taking the data provided by the Spanish Interior Minister, the two main political parties garnered 73.15% of the votes cast (including
nulls) in the general elections of 1993. In the 1996 elections, it was 76.04%, in 2000, 78.51%, in 2004, 79.48%, and in 2008, 83.27%. In the
1999 municipal elections, and taking into account that these types of elections have more candidate diversity, these two parties garnered
68.11% of votes cast (including nulls). In 2003, they garnered 68.22%; in 2007 69.71%. Note that in the 2011 elections, held during the
movement protests, the total of votes cast for the PSOE and PP went down for the first time, to 64.21% of the total votes cast.

10 Read it in English at http://www.democraciarealya.es/?page_id=814



the streets and in the plazas. It is not, therefore, an anti-politics movemeistpnuch more than a gesture;
it is an act of democratic and republican a rmation opposed to the dominea of market fundamentalism.
What the people are reclaiming is a complete and real democracy and a politetsntiakes sense.

Social processes have their own rhythm, making it di cult to say hovsallithend. However, it is easy
to begin to glimpse a certain power, a certain burgeoning dgpiacihe shared indignation of millions of
European citizens. Can the existing organisations of the left prosigers? Can they still be useful tools for
social change and democratic renewal? Of course they can — if we look al@sedyy moment and in all
places we see that the streets and the polls are asking us to do it. If alsearetivastructed with intelligence,
determination and intention, they will promote collab@atand provide the political and social majorities
that will bring these alternatives to the forefraffe are perfectly capable of building, then, another
consensus, another culture, which will provide the basis for a new demogrbecause we have learned
that what happens will not be the result of historical laws which we simplyééao let run their course.
Rather, it will be the dedicated action of men and women that will determine thature of the societies
in which we will live. Supporters of the current order would prefer us to degdis give up on trying to
change the uncertain path that they want us to follow. But we must persevere. itlitics.

‘ Ferran PEDRETs a lawyer, currently holding a function of Secretary of Political Action at the Barcelona
Federation of the Socialist Party of Catalonia”




ByJosefWEIDENHOLZER

The global nancial crisis has resulted in signi cant changes ofitbpdan political landscape. In this
way, the points of reference for political parties have been fundaimetahged. A major in uence in this
context is the decline in signi cance of leftist and progressive pastssarved across all EU Member States.
This decline leaves a vacuum that is often thrust into by far right popul&heas. One example is Austria,
that has been shaped by Social Democracy for decades. Here, the LibermaRages to present itself as
a social homeland party. Even though this is not backed up by policy comp#teraggressively presented
slogans often also appeal to a formerly social democratic electorate.

Similar developments can also be observed in other EU Member Stateen€iege level of peculiarity
depends on the corresponding political culture, the instituticetéihg as well as the quality of mass media.
These far right populist movements of course do not only maneuver aesg ¢bcal points including-na
tionalism, racism, xenophopia or the restoration of traditional vaAlussitral topic of the far right dis
course is marked by the concentration on social exclusion. The promise “®stablish social justice is
particularly appealing to those that have been left behind in the modezaiion and globalization pre
cesses or have been a ected by the global nancial crisis.

The far right is successful, as it 0 ers answers, hames culprits as wslleasyuend resentment. Their
view of thinking not only meets resonance, it also employs social Baterimis not being too dissimilar to
those of neoliberalism. The “hard working” and “high performers” areawdxded. In contrast to the reo
liberal credo, according to which, the individual is free in the pursistfoftune, the far right assigns these
attributes as predisposed to the native population.

In this manner, far right populism doubly penetrates the former tefrtie democratic left, whose-ex
istence it not solely endangered. Rather, it may set the fuses for whaté@dutthe explosion of the de
mocracies in Europe. Tony Judt shortly before his death,l@sthpublicatiofilll fares the landiescribes in
great detail this problematic state of the western democracies. Weadirdus consequences the related
cancellation of the “social contract” of the post-war period, whidlamgpead security, stability and fairness,
brings with it. He sees the escalating inequality as the main cause forw#ienme of social pathologies. His




plea, which equals his legacy, is clear. The “social question” would baveetvisited” and therefore the
strengthening of social democracy is the only alternative to over¢mneisis in a civilized manner.

Thus, if we want to prevent the failure of the European Project, the di¥iEmpe into zones of ha
tional interest thereby signi cantly narrowing our opportusifier the future, then we have to ask the funda
mental question of the democratic left: How can the growth of Isaeiquality be prevented and respec
tively, how can social justice be established? One has to agree withatlg @lreted Tony Judt, when he
saysWWe must revisit the ways in which our grandparents’ generation hgpatiglechallenges and threats.

This means that it is a question of the reconstruction of the originaltpfgjére centre of the initial in-
tentions of the workers movement was the abolition of inequalitiesedeas unjust. Poverty was perceived
as scandalous, its presence was the impetus for the desire for potitigal. dfhe promise to maximize social
equality became the mass-mobilizing message. It became thergegdund for decades of social-demo
cratic election successes.

The establishment of the welfare state regimes in the di erent Eurofa¢es 130t only meant a substan
tial improvement of the people’s living conditions and the safegqupedjainst risks, it was also perceived as
proof for the ability of the democratic left to ful Il its election promi$ée in global comparison very sophis
ticated welfare state dimension in Europe remains a unique and digtalitative characteristic.

To claim that global competitive pressure requires a redesign of theevgédfie, can therefore not be in
the interest of social democracy. The Lisbon Agenda, formulated at dnémi was in government and the
supreme political force in most European countries, clearly shoateti¢hgoal to become the most cem
petitive economic area also included better jobs and a large extentalfcabsion.

Already at this point of course, the establishment of equality and sstital yvere no longer seen as an
end in themselves, but rather as an aspired for e ect of a successful sigmdagconomic policy. The
famous*Schroder-Blair Papmn'the occasion of the European Parliament elections of 1999 refersdo-this ¢
text: ...stands not only for social justice but also for economic dynamism keadhitme wi creativity and in
novatiorr.

One believed to speak the language of the people and confused it with the @bdkpression in the
language of political marketing. The one sided focus on economg(geal entrepreneurial spirit at all levels
of societydccelerated the erosion of social democratic milieus and conttitnutee rise of Euroskepticism
in many EU member states. One essential reason for the@refifdhe European constitution draft at the
referenda in France and the Netherlands was due to a lacking socialalinéiise European project.

If the democratic left in turn wants to regain policy shaping in uence, thenmust strengthen its
pro le through becoming aware of its original mandate. In ties, when the neoliberal religion sees the
value of freedom as absolute, it has to be the main goal to restore the balancedbra needs to be
supplemented by equality and solidarityT his leitmotif of the French Revolution has shaped the European
workers movement from its beginnings. Especially during times ih ptwerty and social exclusion are
growing and social inequalities are being celebratedalsdemocracy should put the question of societal
equality back at the centre of its argumentation.

1 T. Judtll Fares the landondon 2010, p.22
2 Europe: The Third Way/Die Neue Mitte, Tony Blair and Gerhard Schroeder, http://web.archive.org/web/19990819090124/http://www
labour.org.uk/views/items/00000053.html



With their book “The Spirit Level”, Richard Wilkinson and Kate Riekeittha comprehensive analysis
of social statistical data, strikingly illustrated that we are alt beit we maximize societal equality. It is re
markable that the authors do not approach the subject from a theoretispleoéive and thus cannot be
accused of being “ideologically pre-occupied”. They employ a metheatdcan certainly be described as
“evidence based”, a term customarily propagated by supporters of thedlgirwilkinson and Picket thereby
con rm in a strictly non-ideological form, what has been a common good ofdherg movement since its
beginnings:‘Equality counts!”

Both authors gained high regard and a positive reception of their Ak and again, people tell us that
they have gained a picture of the world which quite new to them ... they have beeandaitiniglf changes
how they see what is going on around: thénregrettable how little attention the European social democracy
drew to itself in the booming Europe wide debate the book caused. Howsoeveagrassess its conclusions,
it proves that: the people are interested in equality and justice. If dpe&tusocial democracy wishes te re
main a politically relevant force in the future, then it will have to facedsison.

It is about posing the right questions, in which people see their wandefears re ected. A political
movement that aspires to be about more than mere sustainment of power mesderinection. If the po
litical process no longer faces these questions and follows arbgsaiit runs the risk that the vacuum, that
growing insecurity leaves, is lled by the far right enemies of daxyand their destructive o ers of inter
pretation.lt is a question of raising the issues of equality and justice, to questionaleaf property as
well as to pick out regulation opportunities and the necessity of public respibility as central themes.
Even if these questions are not new and have been posed very often alreadydti@s not constitute a
traditionalist “relapse”. The questions remain the same for social deracy, what changes are the an
swers.

The world has changed since the times when Hjalmar Brantietpged his vision of society as apeo
ple’'s home or the Labour Party began after World War Il to build the weltatbattatas based on the
principle of social rights and the idea of citizenship (&rshill). Willy Brandt and Bruno Kreisky are similarly
part of history and the memory of their marvelous electiocesses and related change has faded and is no
longer familiar to the younger generation. Also, Mitterand'sib@telection victory dates back thirty years.

History cannot be repeated. In politics, “remakes” areatbtmfail. The big questions, however, remain
the same. So does the manner, the method, as to how these questions are to lbedaridveedemocratic
left has historically distinguished itself by its readiness tosliseymsoposed projects broadly and openly.
This ability has continuously had a stimulating e ect on the mololizapacity of the parties — beyond
their own members’ base.

Only who is capable of discussing and developing political stratedi@sagrams with their own base,
thereby not resorting to reactive responses to stagnant pollingsiesill (re)gain interpretive in uence. Such
a discussion process always has to remain open regarditig.réberein lays the di erence between the
democratic and dogmatic left. Or as one of the forefathers of social déoeformism, Eduard Bernstein
concisely put ifThe ultimate goal is nothing, movement is all

It was also Bernstein, who criticized the then one sided xation dfdeiacracy on the state and at
tempted to overcome in a two ways. First, he recognized that the state carsiotdly narrowed down to

3 R.Wilkinson & K.PicKéte Spirit Level. Why Equality is Better for Ekengme2010, p. 274



the central state, but encompasses all levels, including regionstslisbommunes and municipalities. Espe
cially the realization of the European project depends on thisRaévics occurs at all levels and may not
be reduced to the counteracting of measures of superior levels, as seems torbea fashion in the
context of the current renationalization wavedn the other hand, Bernstein emphasized the impossibility
to make the state the sole agent of the aspired for change process. Rathegdiary structures would be
needed. He saw these in the trade unions and the facilities of socidipsédifenthe cooperatives.

The cooperatives presently do not longer play a signi caniqadlible. The renaissance of the concept
debate as emerging in the commons debate, occurs distantly from sociatrdemd he relation with trade
unions has been strained since the times of “neocliberal” metamapltumh some party leaders perceived
con ict with the unions as a sign of their “modernness”. The goal was not jushtbguk their in uence in
real terms, rather, symbolic e ects were hoped for, with the aim teroeiped by a majority of the elector-
ate as “ready” to govern.

Trade unions are the natural allies of social democracy. Not thety existence is the problem, but
their often no longer su cient capacity to take up the issue of people livinghder precarious and very
unjust work conditions. Similarly, the initiatives and organizats of civil society, that have increasingly
gained importance in the last century, will have to be welcomed as strateqactpers and source of
ideas. Theyer sedo not represent a competition to political parties, but rather cstitute multipliers of
interest in societal questions and are therefore the rst contact, if oneleeallies to break the hegemo
ny of the neoliberal mainstream.

This will only succeed, if people are increasingly included in thegbpliicess again, because the right
issues, taking their interests into account, are being raised.

‘ JosefWEIDENHOLZER President of SOLIDAR and Head of the Department of Social and Societal Policy
at the University of Linz

4 M.Hardt & A.Neg@8pmmon Wealth, Das Ende des Eigentnan&furt/New York 2009
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This chapter looks at the social investment paradigm as a long-termgstiedeed towards achieving
social protection and economic progress and how it can bkaieg politically to resonate with
large groups in our societies. The social investment perspectivgeenierthe 1990s laced in an
ambition to modernise European welfare states and ensure theinabgitgi Anchored in the EU’s
Lisbon Strategy, the emphasis was put on “preparing” individuals foronml risks and the
knowledge economy, as opposed to simply “repairing” damage.

Today, there is a real risk that this paradigm will be left orphaned in thagras#él crisis drive towards
austerity and budgetary discipline. It is in danger of falling victimidtite belt tightening arguments
successfully promoted by Europe’s dominant centre-right gowstsmand to the waves of
Euroscepticism and welfare chauvinism that are currently swebpingritinent. (Hemerijck p. 44)
Yet for social democrats intent on repairing the damage to the politicahgeesf social progress
and ensuring that Europe is competitive both in terms of economic lgramd social value, social
investment is of crucial signi cance. This means forward-loekimmr and the big political question
is how the public can be convinced of its necessity. Thiggzratill require social investment
strategies to not only be entrenched in sound macroeconomic and buggptdicies, but also
embedded in an attractive perspective of social progress, &leew EU Social Investment Pact can
set a decisive path. (Vandenbroucke p. 52)

However, this does not discount from the period of “soul searching” thaynpakers who
wholeheartedly embraced the model have to embark on: poverty and levetsyadlity did not
decrease after 15 years of social investment. The lesson is that it shbeldom® in half measures;
partial implementation will at best deliver partial success. Soesihent must be based on a shared
notion of fairness and the political willingness to ght growing iaéties in our societies. (Palier p. 58)
Furthermore, at a time when the centre-left is ghting hard to portray embnomic credentials,
social investments remain crucial. The new economic agenda of le¢hparties needs to build on
the positive developments of the 1990s, but emphasise and reconkspttiee need for social
investment as a precondition for economic competitiveness. (Ha&2! p

Finally, a paper from FEPS Young Academics Network closes the anhagieg prcritical assessment
of broader interpretation of social investment, making goeapthat education must be a
fundamental part of this strategy. (p. 66)
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ByAnton HEMERIJCK

Crisis aftershocks are rumpling through the Europe, locking politics itroubling bind of austerity,
Euroscepticism and welfare chauvinism. The social investmempdrative o ers a visionary path for
European welfare states, but there is a real risk that it will be left orphaned byigallishort-termism

The welfare state has people worried in the aftermath of the deepest d@cotrisis since the Great
Depression. For the member states of the European Union, whereveolstial protection is most
comprehensive, compared to other geopolitical regions aroundltibe, the social and economic repercussions
of the nancial crisis will mark a serious stress testfoerliry welfare provision. The global economic crisis has
already fundamentally redrawn the boundaries between states akdtmatill the Great Recession, like its Great
Depression and Great In ation predecessors, bring new opportunitiesciogure and re-legitimise social
policy? Or, are European welfare states in danger of becotnsig easualiy the cascade of violent economic,
social, and political aftershocks, unleashed by the rst crisicenfiry global capitalism?

At this particular juncture it is especially pertinent to take stock obvdfabif the notion of “social policy as
a productive factor”, with its explicit emphasis on ‘social inveStamehmutual synergies between growth,
employment and social inclusion, as it critically informed the Ejitialdrisbon Agenda of 2000 in the decade
before the onslaught of the crisis. The years ahead will duee markedly from the epoch when the social
investment ideas were rst launched by Anthony Giddens, Ggsta Bsgiegen et al., Frank Vandenbroucke,
and Jacques Delors, and di used by OECD and EU publications. Will thimeletecal response in 2008 and
2009, based on an emergency reconversion to the economic teachings ofajoiandKeynes, be followed by
a more general reappraisal of active welfare states? Or, will the sstrakmvparadigm revert to marginality
when the calls for de cit and debt reduction grow louder?

To the extent that the crisis will go down in history as thes@iof neoliberal excess, the social
investment paradigm may regain intellectual strength, policy cohee and political support, in the
years ahead. On the other hand, the long-term consequences of the crisig just as well leave the
social investment edi ce orphaned in the new Europe 2020 successor sgato the Lisbon Agenda. My
worry is that after a two decade long loss of faith in public action — the politicakanf neo-liberalism —
welfare renewal within the scriptures of social investment is not at all-seifient.



The social investment imperative

By the end of the 1990splitical disenchantment with neo-liberal policy measures began to generate
electoral successes for the centre-left. Newly elected Europeddeomcrats like Tony Blair, Gerhard Schroder,
Wim Kok, and Poul Nyrup Rasmussen, strongly believed that most Eustiaearstates had to be transformed
from passive bene t systems into activating, capacity building, sseistient states. This policy platform was
inspired intellectually by Anthony Giddens’ 1998 FdwkThird Way. The Renewal of Social Densatraeyas
really the OECD who made the rst about-face shift away from the nebdithesaacy that had inspired its
Jobs Strategy publications of the 1990s, to spearhead the sociahémigstrspective at their 1996 high-level
conference,Beyond 2000: The New Social Policy Agenda”

Meanwhile, the EU developed its own version of the socistmemt paradigm, beginning under the Dutch
EU presidency in the rst half of 199hen the Dutch Ministry of Social A airs and Employmegedta high-
level conference in cooperation with the European Commissiorecaffiiticial Policy as Productive Fabiar”
intention of the conference, chaired by Jacques Delors, was to coerdmpdided view that comprehensive
social policy provisions, however morally commendable, only engeegative economic e ects. The central
tenet of the EU’s turn to social investment is that social policy canaligtbetia productive factor. Whereas neo-
liberal doctrines posited a trade-o between these goals, the so@atriment paradigm sees improved social
equity go hand in hand with more economic e ciency. Social policy prosisire viewed as Pareto-e cient
investments, potentially enhancing both social protection and ptndupotential.

In 2000, the Portuguese presidency of the EU further raised the sociahanti@policy ambitions of the
EU, by putting forward an integrated agenda of economic, employmesioaiad objectives, committing the
Union to becoming the “most competitive and dynamic knowledge-basemabety in the world, capable of
sustainable economic growth with more and better jobs and greatell sobigsion”. The so-called Lisbon
Strategy represented an attempt to re-launch the idea of the positiy@aroantarities between equity and
e ciency in the knowledge-based economy by way of “investing in people anelafeng an active and
dynamic welfare statelfi addition to the objective of raising employment rates throughoapEpthe Lisbon
Agenda placed human capital, research, innovation and developrmicitly at the centre of European social
and economic policy. This broadened the notion of social policy as a predactor beyond its traditional
emphasis on social protection, to include social promotion by imgrowiality training and education. The
Lisbon Strategy also pre gured a re-focusing of equal opportunigigzolvith an explicit eye on raising the
employment rates of women and elderly workers.

During the Belgian presidency in the second half of 2001, Frank Vandenbitloen Belgian Minister of
Social Insurance and Health Care, eager to build on the Lisbon Ageralambitions, invited a group headed
by Ggsta Esping-Andersen, including myself, to draft a repdiniem aelfare architecture féchtury Europe”
later published with Oxford University Press under thénitlg ¥We Need a New WelfaresSatd/andenbroucke,

a towering intellectual of the active welfare state moveingfuropean social democracy, the ambition to make
mature welfare states in ageing post-industrial societies rehligivia, with regard to both income distribution
and employment opportunities, called for path-breaking socialypdtiange. The assignment he gave Esping-

1 A.GiddensThe Third WalVhe Renewal of Social Democ@ambridge Polity Press 1998

2 OECD, 1996; 2006; 2007; 2008; see also Jenson, 2009.

3 A.Hemerijck, 1997.

4 Council of the European Union, 2000.

5 G.Esping-Andersen, D.Gallie, A.Hemerijck & JWlyyed/e Need a New Welfare, ®aferd University Press 2002



Andersen and colleagues was to rethink the welfare state for'tbenfiry, so thaince againlabour markets
and families are welfare optimisers and a good guarantee that tonsaachui’'workers will be as productive and
resourceful as possibte.”

At the core ofWhy We Need a New WelfareiSthieargument that the prevailing inertia in male breadwinner
welfare provision fosters increasingly sub-optimal life charleesur market opportunities, income, educational
attainment, and intra- and intergenerational fairness, ferdaages of the population. The staying power of the
“passive” male breadwinner policy legacy, according to Espingsémeégal., frustrates more adequate responses
to “new” social risks of the post-industrial economy, ranging fraivskdpilepletion, reconciling work and family
life, caring for frail relatives, and inadequate social securitygevdiese “new” social risks adversely a ect low
skill workers, youngsters, working women, immigrants, and fanthiissnail children. Most troublesome is the
polarisation between work-rich and work-poor families. Top incomsehaolds are increasingly distancing
themselves from the middle as a result of rising returns to skills, drddeytaarital homogamy, that is to say
family formation of spouses with similar educational backgroundie Bottom of the pyramid, less educated
couples and especially lone-mother families face (child) povertpragrterm joblessness. And as inequality
widens, households’ capacities to invest in their children’s fertithbecome ever more unequal.

Because the heaviest burden of new social risks falls on the younger, sotertss of policy re-direction,
Esping-Andersen et al. explicitly advocated a reallocation dfespeaditures away from pensions and social
insurance towards family services, active labour market policghédinood education and vocational training,
S0 as to ensure productivity improvement and high employment for both meewamen in the knowledge
based-economyfhere is, however, no contradiction between an explicit welfarert towards privileging
the active phases of life and sustainable pensigres seAs Vandenbroucke correctly states in the introduction
to the volume?(...) we should rmly keep in mind that good pension policies — likdgumdidibgaltbegin at birth”.
It is important to add that Esping-Andersen et al. emphasised — contradh&dyh— that social investment is
no substitute for social protectiohdequate minimum income protection is a critical precondition f@n
e ective social investment strategy. In other words “social protemrti’ and “social promotion” should be
understood as the indispensable twin pillars of the new social investineelfare edi ce.

Perhaps the most fundamental unifying tenet of the social investment edibears on its theory of
the state. Distancing themselves from neo-liberalism’s ‘negativedr@omic theory of the state, social
investment advocates view public policy as a key provider for families and lalmoarkets.They do so, in
the rst place, on the basis of a far less sanguine understanding of e cid@tmdiwo economic rationales are
at work here. The rst relates to information asymmetries. Becaeses oitizn lack the requisite information and
capabilities to make enlightened choices, many post-industrieblifse needs remain unmet because of the
market failures of service under-provision at too high a cost. In cayinfermation asymmetries, the economics
of social investment hark back to the original economic rationale forrmsadlgial policy as social security,
o0 ering collective insurance mechanism for redistribution owelifia cycle. This is what Nicholas Barr has coined
as the “piggy-bank” function of the welfare state.

The more fundamental reason why the welfare state today mustthe&™and provide enabling social
services is inherently bound up with the declining e ectiveness of gie &b social insurance ever since the

6 G.Esping-Andersen, D.Gallie, A.Hemerijck & JWhyea/e Need a New Welfare, ®aferd University Press 2002, p.25
7 lIbidem

8 Ibidem, xvi

9 N.A.Barfhe welfare state as piggy bank: information, risk, uncertainty, and the ro@xédrstataiversity Press 2001



1980s. When the risk of industrial unemployment was still largelsl ciyainade perfect sense to administer
collective social insurance funds for consumption smoothingnglgpells of Keynesian demand de cient
unemployment. However, when unemployment becomes structural, caysedibal shifts in labour demand
and supply, intensi ed international competition, skikdihtechnological change, the feminisation of the work
force, family transformation, and social and economierpnees for more exible employment relations,
traditional unemployment insurance no longer functions as an e eebar\re income bu er between jobs in
the same industryBasic minimum income guarantees, therefore, have to be complementedhwi
capacitating public services, customised to particular social needssea by life course contingencies.
Because it is di cult to privately and/or collectively insure new socialkss and as capacitating social
services are not self-evidently supplied by private markets, it becomes irafpee for public policy to
step in for e ective protection against new social risks.

The explicit re-appraisal of the role of the state as a key social investeevis, ltonfronted with the
overriding public nance limitation, anchored in the Maelst criteria and the Stability and Growth Pastong
as the neo-liberal doctrine of balanced budgets and price sty continue to be viewed as su cient
conditions for overall macro-economic stability, the shift towardsc& investment remains heavily
constrained.While all the available evidence suggests that investments in ehigehtheducation will, in the
long-run, pay for themselves, existing public nance practicesleoasiy form of social policy spending only as
pure consumption. This may be true for the modus operandi of the post-warevetdite, which was indeed
income-transfer biased. Today, as the welfare state is in processrifidp@core service based, there is a clear
need to distinguish social investments from consumption spendingwAeagime of public nance that would
allow nance ministers to
a. identify real public investments with estimated real return, and
b. examine the joint expenditure trends in markets and governmentstalikédbecome imperative. This
would be akin to distinguishing between current and capital accountdfarevstate spending, just as
private companies do, as Esping-Andersen argues.

Beyond the troubled narratives of austerity and xenophobia

Will the social investment paradigm, which gained signi cant creflirdo¢he onslaught of the 2007
economic crisis, carry the day, or revert to marginality and be leftextphahe new epoch of austerity and
welfare chauvinism? While support for the welfare state remains liggsimpublics everywhere across Europe,
and has even increased somewhat in the immediate aftermath of theh&ripislitics and policy of the long-
term social and economic repercussions of the nancial crisis are igy.Haevitably, demographic headwind
and drained public nance will bring social contracts under dureseciakyp in countries facing high
unemployment and immediate budgetary pressures. The extent that lorgpcietal change, ranging from
population ageing, the feminisation of the work force, immigratostaifts in labour supply and demand, have
not been adequately dealt with before the crisis, will surely intenstiyity reform pressures. But otherwise, the
pressures of demographic change in the aftermath of the current crjsa@soatrengthen the importance of
poverty relief, social insurance, macroeconomic stabilisatibth@ need for human capital investment. The
quality of spending under constrained public budgets will be crucial.

10 G.Esping-Andersedhildhood investment and skill formdiimh International Tax and Public Finance, 15 (1), pages 19-44



Over the past three years, the political economy of Europe has gone throydfiases of crisis management.
In the immediate aftermath of the Lehman Brother's bankruptcy in the fab&ftBe rst wave of crisis
management was critically inspired by the return of Keyngslicy solutions to economic instability in response
to a deep liquidity strain and a rapid fall in global demand. Practicalkadiextipolitical economies intervened
with stimulus measures in support of ailing banks, monetangeasd temporary social policy expansion, in
order to sustain e ective demand and save jobs. Between 2008 and 2010uropegrEcountries have put
their employees on short-term working or temporary lay-o , alongsitfeef training initiatives, with the aim of
increasing the adaptability of workers and thereby the compagtgeof enterprises through skill development,
often based on tripartite agreements with the social partners at sectormargptavel. It is fair to say that many
of these preventive measures were consistent with social investn@ities. Some of the most generous
welfare states, with large public sectors devoted to human capitakifomrand family services, clearly
outperformed many of the most liberal political economies in the wake ofidis. In other
words, an ambitious, generous and active welfare state, with a str@gnsestment
impetus, proved to be an asset rather than liability after the onslaubbtezrty 21
century Great Recession.

After December 2009 a more conservative macroeconomic de nitior of th
crisis took root, punctuated by the Greek sovereign debt predicanfiemt. A
governments had been forced to bail out banks with taxpayers’ money, the n
crisis diagnosis became one of state failure. In the shadow of a looralng
crisis of the state, countries like Greece, Ireland, Portugal and sy b
France and ltaly, have since pushed through bold, austerity-orsotel
reforms. In Spain, the government has approved to give employers mook con
over how they deploy workers, while making it cheaper to re — and therefo
easier to hire — permanent employees. In Greece the era of retiring as 50 on
pension has come to pass; people will need to work until 65, with 40 years’ fu
contributions. Also, France and ltaly have taken the steps in diréctiging the
retirement age from 60 to 62 and 63 year of age. Germany, the tig, Mdettherlands
have also stepped up austerity commitments, including cuts in palalies, freezing
public investments, cuts in social subsidies and di erent measumstiol pension
expenditures, away from the post-Lehman Keynesian automatitisatiabi scal and
monetary stimulus measures.

In the second half of 2010, the blame-it-on-state narrative, subgdoecame the master crisis resolution
narrative of the EU. The Annual Growth Survey (AGS), publigie&lropean Commission in February 2011, in
this respect, marks the unmitigated return of neo-liberalism,iseatit of the OECD jobs study of the mid-
1990s: The Commission, once again, dispels scal pro igacy, overrddatzter market, overgenerous welfare
states, excessively strong trade unions and rigid wage bargainitogianstas the main barriers to European
growth and competitiveness. Trade unions are conjectured as padiauinterest group rent-seekers, which
ies in the face of empirical evidence of e ective social partnershtjpas in helping to rebalance the euro area
during the rst phase of crisis management. As the AGS callsfaid reduction in unemployment through labour
market reformés part and parcel of an aggressive scal consolidation package, thid i® lutmmess e ective
demand. Finally, by insisting that EU actions shouldguireréarge public investments’ the AGS is fundamentally

11 European Commission, Annual Growth Survey: advancing the EU’s comprehensive response to the crisis, Brussels: COM (2011) 11



adamant to the imperative of social investment in the wake of the crisisldtthierefore come as no surprise
that Jacques Delors came out to dismiss the ASR as the autigtriaey” document that European Commission
has put out in at least a decade.

It is indeed perplexing how strong the neoliberal blame-it-on-tie starative resurfaced at the centre of
debate since the Greek sovereign debt predicament of early 2016.tié span of a single year, EU policy
makers seem to have completely forgotten that the nancial crashabeidiin behavioral excesses in nancial
markets and the excessive faith in nancial markets, and not in lab&et mstitutions and excess welfare
spendingReasoning from the original 2009 de nition of the crisis, it is not state imtartion that caused
the crisis, but rather the lack of it in regulating and supervising nancialrk&s. Another lesson that has
been swiftly brushed aside is the inadequacy of the macroeconomic regiof EMU and the Stability

and Growth Pact by singularly targeting on in ation and, rather ine eeg¢ly, on public
de cit and debt levels. Policymakers, as a consequence, completely miss¢dmu
current account competitiveness divergences in the real economy across the
eurozone. In the current predicament, aggressive scal consolidatis likely to
intensify the risk of debt de ation in the weaker eurozone countries, potiatly
triggering a double-dip economic recession.

The most important of the many economic lessons of the crisis not learnt,
relates to the independent role of politics in the aftermathettisis. Even
before the 2008 nancial meltdown, the EU became the scapegoat of choice
for anti immigrant and Eurosceptic complaints. Althougufist, anti EU as
well as anti immigrant, parties may not muster the streiogifike o ce in
most countries, their growing support will put pressure on existingrgoeats
to expand nationalist responses to the crisis and limit their commétrteent

European integratiom the years ahead, it will become particularly di cult
for the pro-European mainstream social democratic and Green-Leftipa
to continue to support much needed pan-European macroeconomic soluson
to the crisis, based on social investment alternatives.

The aftermath of the nancial has brought Europe to a new politicalaadssr
The overall political sentiment is conservative, bent on defendingtdtus quo, both
with respect to the single market, EMU and the Stability and GrowtlarRhatso in terms of
popular discontent and national welfare chauvinism. In the currentxtaitéhe new European
austerity and welfare chauvinism, it is indeed doubtful whether tied Bvestment paradigm will carry the
day.

Progressive politicians wishing to defend and accelerating the socieéstment imperative will have
to nd new legitimising narrativeslf politicians hope to take on a more activist role of theistttie European
economy and social policy, Peter Hall argues, they have tohlestesitee terms on which such a role can be said
to be legitimate. In the recent past, political leaders have demonigealizgition” while using the EU to expand
competitive markets at the expense of domestic social protectiotorBles see through this hypocrisy, and it
has left them jaded about the candour of progressive politicians anedlitlity of what governments can do.
As a consequence, the challenge of progressive governance in the wakesbfdtisis of 2lcentury capitalism
is surely not simply a technocratic one of nding more évedtU macroeconomic policies coupled with Pareto-



optimal social investments. The evidence is already overwhelh@rigiriediate challenge is far more political.
Progressive politicians, parties and organised interests, mustalate a vision of social progress capable
of restoring their legitimacy in di cult times, and ideally visions that bathe new life into a European
Union discredited by its role as custodian of free market competition. Itiei@l that the political left-of-
centre articulates a narrative of a ‘caring Europe’ as one the foundinggples and objective of European
cooperation.

The critical challenge lies in redirecting the broad @blgigport for the welfare state in most EU member
countries towards designing a new model of welfare state that is ablefidzegopean citizens and societies to
face up to endogenous social change and growing global competitionmis ¢épolicy, we must not lose track
of the pre-crisis evolution towards employment-friendly, fair aihewelfare systems. As the Lisbon Strategy,
refocused rather narrowly on growth and jobs in 2005, did expb&intRe newEurope 2026trategy already
does gives the social dimension greater prominence than in its prediecegith its ambition to lift 20 million
people out of poverty.

The good news is that it is no longer assumed that more jdtauteitnatically end social exclusion and
poverty. But it remains to be seen whether the social dimensi&urope 202%iill be able to transcend the
institutional asymmetry, anchored over the past two decades, betwetvdt liberalisation and domestic
welfare provision. As these frictions are a critical source ofllidigoahantment, which Mario Monti has aptly
coined “single market fatigue” in his report on the fututieeoBingle Market in the aftermath of the crisis. Monti
argues that the single market and social policy priorities are in direfriapgropriate reconciliationl’et us
hope so that in due course, with more political imagination, we shouldd®ain the current tide of inward-
looking pessimism about the sustainability of the welfaie ista renewed political e orts at forward-looking
“social pragmatism”. But it is going to be a long haul.

‘ Anton HEMERIJCHKs dean of théaculty ofSocialSciences at VU University Amsterdam and director of
the Scienti ¢ Council for Government Policy (WRR)

12 M.MontiA new strategy for the single market. At the service of Europe’s economy, Endog@zEiatCommission Brussels 2010
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ByFrank VANDENBROUCKE

The politics of progress are politics of the long term: social investment isng-kerm strategy par
excellenceThe centre-left can build a dynamic vision of'Zentury social progress by ghting for a new
EU Social Investment Pact.

How should we position social democracy in the EU? What pabigosals and political narratives can
mobilise voters? These challenges confront us with two sets of aehgliestions. First of all, we have to
confront short-term tactical questions related to the eurozonie ansl the current turn in EU politics and
policy. Yet, these short-term questions by implication lead on tadamgguestions about the nature of
“social progress” and the institutions we entrust to achieve it. Igpsogiass a story about jobs, purchasing
power, or skills and education? Is it about fairness or quality of life® réslstithe rise of anti-EU populism
and ask our electorate to invest trust in enhanced supranational catiop@ If so, what kind of co-operation
is needed and what should be the leading aims?

The politics of progress are politics of the long term. In the 1990s, thele#némbraced social
investment, which is a long-term stratgmgy excellenc 1999 the centre-left held in power in 13 of the 15
EU member states, and at EU level substantial political capital wasl imviree Lisbon Strategy. The Lisbon
Strategy was strongly in uenced by the social investment paradidrmough the political translation of the
concept was more ambiguous than one might have wished. rLisbidainly represented an attempt to re-
launch the idea of positive complementarities between equity anceaay through investment in people
and the development of an active and dynamic welfare state. In Jun&E20ape 2020as launched as a
successor to the Lisbon strategy, aimed at generating smart, inahasatestinable growth.

Evaluating the Lisbon Strategy requires examining three types trpsolrst, problems of governance
(was the policy methodology adequate?); second, more substarmblerps (are there intrinsic aws in the
social investment paradigm?); third, political problems (notatdpdial democrats, is it possible to mobilise
political support for such a strategy?).



The governance debate

At EU level, the social investment perspective was associated withcappiey methodology, known
as the Open Method of Coordination. The merits and weaknesses of this apaveaohdn the subject of
debate in a vast tome of literature. My view may be summarised as follows: op#natmn is undoubtedly
as weak as it is “soft”, and one should not paint too rosy a picture in terms ofiitsreeest However, when
it comes to steering theverallorientation of social policy in the member states, | sedtetoaive to
“governance by objectives”; that is, no alternative tangettommon goals and leaving the precise
implementation of social and employment policy to the indivithethber states. Hence, the crucial question
is how ‘governance by objectives’ can deliver more consistently inhera®f Europe 2020.

Social investment soul searching

A number of substantive issues, related to the social investment tuitrmore attention than they have
received. Has the social investment paradigm delivered the goods? dly itsoeially inclusive? The
fundamental societal trends that necessitated social investment ile\amnt and important today as they
were 10 years ago. But we should draw some lessons from the experiencein¥ssitieent strategies over
the last 10 years.

Employment rates have been increasing in Europe, but the proportiatdodreland working-age adults
living in jobless households (households for which the poverty riskhishigher than the average) remained
stable: this signals a crucial failure in the implementation of théiseeg&ment paradigm. Poverty did not
decrease. Policymakers who promoted social investment shouldnex#nis failure seriously. | do not
consider the social investment paradigm to be intrinsically awedet#ypromoters of the social investment
paradigm should not deny that they are confronted wittrigmma of activationf.e. that, in the short run,
it may be di cult to simultaneously achieve three objectives that &eg@n believers in social investment
wish to pursue, namely:

1. ensuring that the unemployed are not poor;

2. ensuring that administrative monitoring systems are not exclysgitresive and cumbersome;

3. ensuring employment growth in order to reduce bene t dependencyh @ucilemma is harder to

deal with in times of budgetary austerity.

In the long term, the outcome of social investment strategies can be@dsitiructural unemployment
and the proportion of work-poor households decrease, and if avadgsolerces are invested in quality
childcare and education, in increasing net incomes for families wihaid jobs, and in improving care (and
where necessary also pension bene ts) for the elderly. Althoughyhe @titl out, there are ve preconditions
for a social investment strategy to be successful on social inclusion.

Firstlyequality seems to be both a pre-condition for a successful social investimvelfare state and
one of the important outcomes of social investment policies. We know thatldgrian societies are
more successful in implementing social investment policidst is a precondition it urges us to remember
the merits of traditional social protection and anti-povergrogrammes, and suggests that reduction of
income inequality should remain high on the social investment agenda.

1 The following section summarizes Frank Vandenbroucke and Koen Vlebisapgointing poverty trends: is the social investment state to
blame? An exercise in soul-searching for policy-foatkexsming in Journal of European Social Policy, 2011.



Hencewe need a balanced approach, with an “investment strategy” and a
“protection strategy” as complementary pillars of an active welfaratst
Otherwise, it will be impossible to turn vicious intergeneratiordésiof
disadvantage into virtuous circles of inclusion and emancipation.

Secondly, in order for social investment to be a driver in virtuous circles
of inclusion, the investment function itself should be egalitagtrerr
than to exacerbate background inequalities, the impact of childcare and
education should be to reduce inequality in soci€tycial services
should be genuinely enabling. Hence, the quality of social services is
part and parcel of the social investment strategy. Education reform,
with a view to enhancing real equality of opportunity, should also be
high on the agenda in many countries.

Thirdly,creating virtuous circles of inclusion and emancipation
presupposes that policies are su ciently ambitious and mutually
consistent. In order to reduce the number of people living in jobless
households, they should reach out successfully to individuals aitid<amno
are far removed from the labour market. The social investment persgeips
a package of measures, and partial implementation may only deliver aymzesd s

Fourthly, although the social investment paradigm has not crowdedaoliticnal
welfare programmes over the last two decadesycial investment strategy is not a
cheap option that allows substantial budgetary savingSimultaneously responding to

rising needs in healthcare and pensions and implementing a sucdemssitlon towards fully-
edged social investment strategies will require additiesalurces. The erosion of the tax base and

the imperative of budgetary austerity in the wake of the economic crid@8s2@10 is a dangerous threat to
the social investment strategy. Budgetary discipline must nobydsie social investment perspective:
additional tax revenues may be a necessity to overcome the currentittrigis destroying social investment.
For the same reason, we will also have to convince public opinidhehaidgetary cost of ageing must be
contained in order to retain leeway for investment in youth. Working I@amgkreforming labour markets) is
imperative.

Fifthly, given the scarcity of resources, e ciency is paramougltighmtly selecting and targeting
policies will often be necessary, in the areas of both protection antirieues

In short, social investment must be seen as a package of reformat & theap option, nor an easy one.
Therefore, social investment is a demanding strategy with regardlio suytport and trust —which in turn
is a key factor for the strategy’s political sustainability.

Finally, we have to draw an important lesson from the banking crisis amdritathfh social investment
strategy is a supply side strategy. It is necessary, but not su cient, asnheabe a substitute for
macroeconomic governance and sound nancial regulatio@onsiderable progress in EU employment
rates has been wiped out by the crisis occasioned by nancigulieiien and economic mismanagement.
The social investment strategy must be embedded in macroeconomgcrgmce and nancial regulation
that support durable and balanced growth in the real economy.



A backlash against the social investment state

Today, there is a real danger that social investment willtbepeined by the nancial crisis and its
consequences. Budgetary discipline is an inevitable and hand Haliiever, social investment must not fall
victim to austerity. For that reason, the current debate in the EU on the nesec@oomic and budgetary
surveillance is critical: macro-economic and budgetary samgeilshould serve the social investment
ambitions that are — at least in principle — taken on in the Europe 2020 s&ategyiling macro-economic
and budgetary surveillance with the social investment impenainecessitates a newU Social Investment
pact, which must have as much bite and political clout as the so-called “Ewtipa

There are many reasons for scepticism about Europe 2020, the succheddstmn Strategy. The policy
methodology may be considered intrinsically weak, given its eelantgovernance by objectives” (or, as
some would point out, given its relianceintergovernmentahanagement by objectives, instead of a more
traditional “community approach”). With regard to policy substaacee of the targets, notably the target
concerning social inclusion, may be seen as ambiguous andiéntly ambitious. Let me, by way of
example, develop this.

The headline target on social inclusion is based on a combination of thicegoirsd the number of
people at risk of nancial poverty; the number of people su ering fronrsewaterial deprivation; and the
number of people living in jobless households. The ambition is to redum#ahnumber of people living in
one or more of these conditions by 20 million towards 2020. Critics maly tiesmham the second half of the
Lisbon period the number of people in such conditions was esdbg 10 million; hence it is not a very
ambitious target. More substantive objections against this multidioraal target may be raised. However,
here we have — for the rst time — a quanti ed target on sawélsion, and there are reasons to believe that
it will not be so easy to reach this target by 26&énce, | propose to embrace this target, and to challenge
the EU and all governments in the EU to deliver it.

The question then becomes whether the National Reform Programmes a@frtiteenstates will credibly
pursueall the integrated guidelines and headline targets of Europe 2020, anldewbetot the European
Council will be as strict in assessing the National RefograRroes and monitoring the sustainability,
education and social targets, as it promises to be strict on budgetarymapeititiveness indicators.

| believe thathe objectives formulated in the Europe 2020 strategy can provide a frarmdwfor
reconciling those short-term and long-term considerations, if the social invesit strategy is embedded
in budgetary policy and nancial regulation, i.e. if short-term macroawmic governance serves long-
term social investment

Let me add one thought about the role of the states social investment perspective implies crucial
responsibilities for public policy as a key provider for families artablar markets Because it is di cult to
privately and/or collectively insure against new social risks, arablsgsocial services are not self-evidently

2 After the London Seminar by FEPS, Policy Network and Wiardi Backman Stichting, the idea of an EU-wide social investment pact was
developed in F.Vandenbroucke, A.Hemerijck and B.PhBeEU Needs a Social InvestmenOS&cPaper Series, Opinion paper No. 5, May

2011, 25p.

3 It may not be so easy to continue the progress registered in the second half of the previous decade, which has been a — fortunate — by-
product of the high rates of economic and employment growth in the new member states before the crisis, for two reasons. First, the
financial crisis may have a very adverse impact on these indicators, both in the new and the old member states. Second, if the realization
of the target is not simply catered for by a further reduction in the number of people suffering from severe deprivation in the new member
states (in an optimistic scenario), i.e. if the 15 “old member states” have to take up their part of the “20 million”"-target, then this definitely
is an ambitious target.



supplied by private markets, it becomes imperative for public poligptmgor e ective protection against
new saocial risks. Today, “public policy” is a multi-layered realitghaasitthe state” is a multi-layered reality.
In Europe, state power is wielded by national governments, regioeahgmnts and the EQur capacity

to deploy strategic policies in this part of the world will depend on our cafgdio sustain strategic
interaction between the EU, national governments and regions. Soc&hdcrats will have to come to
terms with the role of the EU and overcome national and/or reggh resentment vis-a-vis supranational
cooperation.

Embedding social investment
in the politics of progress

The social investment imperative must be embedded in an attractiveptoat social progress.
Formulating a new concept of social progress is vital for social demog¢rggs is also a di cult task.
Rhetorical tricks will not su ce. We need a substantive concept of geotrat is sustainable in a dual sense:
it must be ecologically sustainable, and it must be credilihe long term, i.e. we must be able to deliver on
it. “Big promises” will not convineefortiorj if they have a purely material content (e.g. big promises about
increasing purchasing power).

The social investment strategy, as it was often presented, was\arkaibdit than an asset in this respect.
It was associated with a one-sided, and therefore erroneous,tanderg of the evolution of the knowledge
society. As a matter of fact, jobs we consider as “low-skilled” or “ns&iliedi-will remain very important in
our saocieties, notably jobs encompassing important non-routine sasksgs care work, domestic cleaning,
hair-cutting and so on). The non-routine competences for those jobseremality training. Rather than
con ating “progress” with the notion of a “high-skilled society”, weldlsay that progress calls for a “well-
skilled” societyeverybody should aspire and has the right to xellskilled.

Together with the egalitarian aspiration of social investment, that wrdtanding of the skills agenda
should be part and parcel of an explicit focus airness

Give an EU Social Investment Pact
some political clout

From past experience we can draw three broad lessons: Social investmeuplis @idiapproach, and
as such is incomplete; the nancial crisis proved that we also need Inageikation and macro-economic
governance; social investment has to be a consistent package; anchgesialént must not be perceived
as an elitist project.

We need a new social investment approach. It has to be consistent, and ethimeshdero-economic
and budgetary governance, and in an attractive narrative af poagress. That is what should inspire us to
ght for an EU Social Investment Pact.

‘ Frank VANDENBROUCKiE a member of the Belgian Senate.






ByBrunoPALIER

The lesson from 15 years of social investment is that it should not be done in hedfsares; partial
implementation may at best deliver partial success. Social democratsdnto craft new policies which
balance social investment with social protection, explicitly f@ing on inequality and quality of delivery.

In the mid 1990s social democrats were in power across Europe and the rnamvestiaent perspective
was being vigorously promoted. Today social democrats nd thersseleedistinctly di erent place. More
than a decade later, it can be said that the social investment perspesthaxehgartly implemented at the
EU level and more explicitly in some of the countries governed by the leénti&t here we are, despite or
because of this, in a situation whereby social democrats are out of passrEamope.

Thus the perspective cannot be said to be new, and needs to be (re-)assagseaf ithé last 15 years
before being reasserted politically. This paper will rst summagigaaim conclusions of research into the
social investment perspective, before proposing somevem@riorities for a social investment welfare state.

What should be learned from
past social investment experience?

Despite the fact that the social investment perspective wasresd at the EU level and was perceived
as a trademark of the new social democrats in the early 2000s, only a fewschaw&iin reality fully
implemented a social investment perspective. Neither southespdzur countries (ltaly, Spain, Greece and
Portugal) nor eastern European countries have really entered tHiénsesitment era. Globally, the continental
European countries remain typically “traditional compensatory avelfstems”, having made few attempts

1 This research is based on a project entitfédt future for social investmee?ordinated with Nathalie Morel and Joakim Palme. Results
should be published by the end of 2011 in a book cdltedards a Social Investment Welfare Btdtey Press.



to activate a turn to social investment. The countries that appear taéaelet the furthest are the Nordic
countries. In addition, changes towards more active approachesaée abserved in the Netherlands as
well as the UK and, for some dimensions such as family policies, Francewand Belg

If one looks at the development of social expenditure from the mid 1990s atetB800s, it is evident
that old-age expenditure has increased everywhere, while typicidl “swvestment” expenditure on
education has decreased in most OECD countries. Howevéewtrcountries who can be said to have
developed more social investment types of policy have displayed tweenl strategies. The English-
speaking and the Nordic countries are remarkably di erent examplesialf isvestment in action. In the
Nordic version of social investment, countries spend much more otmewmeselated social policies as well
as on old-age and passive labour market policies. The British versidgal ofvestment is based more on
high spending in “active” policies, with less spent on compensatday/salcies. The idea here is that social
policy should shift from a safety net to a springboard folopairsesponsibility: compensatory policies
should be limited, and progressively replaced by “activ@il Savestments. On the basis of a research
assessment into these two strategies, it looks clear that the latien verfar from able to achieve social
investment objectives.

The experience of the Nordic countries suggests that social invégimlieies can be used successfully to
achieve both social and economic goals. However, most aiheyelan countries are lagging behind. The
Nordic countries have not only combined strong protection and strarigl sovestment but have also put the
emphasis on social equality as well as gender equality. In the lattet,smt@l investment should be seen
as a way to avoid compensation in the future. Childcare should not be gxbragia mere instrument for
allowing mothers’ employment, but should also promote gerdjuality and quality childcare for all. Through
investing in childcare and other family policy instruments, Swedktharother Nordic countries, as well as
France, have been successful in dealing with the demographic désltbught about by falling birth rates.

On the other hand, it can be observed that some policies, implemented imtleohaocial investment,
have in fact worsened the situation for certain groups of people, or at &rast them little to no aid in
nding better jobs. On the contrary it has been found that theyferee inequalities and dualism in societies,
failing to improve social cohesion. In this sense, the turns to “antivatsocial policy have often been
associated with the social investment perspective, but it should be cesd that the social cost of a strategy
based on “making work pay” - lowering the level of social k&rike exibilisation of the labour market and
the creation of lousy jobs — is downward and negative.

Conditionality in unemployment insurance has increased in most Menakes, $¢placement rates have
been retrenched, and the duration of bene t periods shortened. Activsdchemes are far from comprehensive,
workfarist rather than individualised, and come in the form of canmsather than comprehensive training. The
guality of activation services is usually poor. Too often, the activati is designed to increase labour market
participation at any social cost, pushing inactive people to take “ang jmbper social investment approach
would associate nding a (new) job with social promotion, putting th&illipg of people and improvement of
their social condition as the number one objectivée quality of jobs is forgotten, activation only leads to
people shifting from inactivity to in-work poverty, which does not helptaeve the economic goal of increasing
the employment rates in order to enlarge the tax base and support future pans and health care costs.

2 See research project entitled “What future for social investment?”, co-ordinated with Nathalie Morel and Joakim Palme. Available at
http://www.framtidsstudier.se/eng/publication/what-future-for-social-investment/



From this assessment of past experience, it can be concluded that sestaiént is a “package”, and
partial implementation may at best deliver partial success. The |ge peuspective suggests that policies
can be e ective only if the whole chain is maintained, and if it is aimed at the pdpllation and not
reserved for the besiwo key values should be brought back onto the social democratic agendaaéty
and quality.One should emphasise that the social investment is aimed at the sociatiproofi all citizens,
and that the quality of programmes and jobs are of critical importance.

Europeans are angry about inequality

Inequalities are back, and this should not only be denounae@lbo combatee.European social
democrats will miss a historic political opportunity if they do not desethe excess of nancial capitalism
and its undue fortunes, the failure of the trickle down theory and all tbardiss promoted by neo-liberals
defending nancial capitalism and its deregulated excesses. daurglls show that the middle class is
shocked by increasing inequalities, and by those in the top incomestbrdakd their apparently
uncontrollable behaviour). Worse, if they do not act, the social demask being associated with these
increasing inequalities.

The social investment perspective has indeed been fuelled by a criticagitonal welfare state policies
and their inadequacy in addressing rising inequalities. But nosyaayas touched on above, the social
investment perspective itself can be criticised for having cotgdha increased inequalities, especially in
regard to the workless or the working poor, and for having abandoned thespmoseciety.

Equality seems to be both a pre-condition for a successful social investrwelfare state and one of
the most important outcomes of social investment policies. We know thagkigrian societies are more
successful in implementing social investment policies. If it is a prelibon it urges us to remember the
merits of traditional social protection and anti-poverty programes, and suggests that reduction of
income inequality should remain high on the social investment agenda.

Equality is crucial for the implementation process in terms ofrsgeguality of access; childcare for all,
quality education for all; lifelong learning for all etc. Here gendalitgcghould remain one of the main goals
of social investment. Yet many male proponents of the social investengpeptive appear to have forgotten
the gender dimension to only promoting mothers’ activation. Alsorirapty, ethnic inequalities are not
only current realities but are likely to be of increasing importance iattie; fand, in common with the
gender dimension, this importance is not fully recognised.

Social promotion is based on quality of delivery

Given the challenges of economic globalisation, one protective measurensain economically active
in terms of innovation, producing high quality goods and servicesrgteshows that, if well implemented,
human capital investment can produce high quality jobs. Skill deveidgds crucial to success in today’s
labour market. The quality of education matters more than simply gatitici for skill accumulation,
particularly at the low end of the capability distribution.

3 See OECD 1998
4 See the radical criticism of the Hartz IV laws in Germany for one of the clearest example of the risk run by the social investment persp
tive to be accused to have generated more — in-work — poverty and inequality



There are good reasons to make quality a key part of the immiéioe of social investment programmes.
Only high quality childcare has a long term impact on children’s capaoitiss@eeds in reducing social
inequalities. Quality childcare is essential in making a di eremcesanhing social investment goals (to
reduce social inequalities among young children and allow all of the ungdptm acquire the necessary
capacities to be successful in the contemporary economy). If one wanig tquiadity childcare, one needs
to keep the ratio of children per adult low, and to provide childminders wdith jgbs.

Activation only aimed at pushing people back into “any job” on the labowgtrdads not produce good
results. Active labour market policies can be seen as &afisocial investment only if conceived as an instrument
of social promotion (and not only as a way to increase employment rate atta@ynoosgst the various ALMPS,
only those focused on upskilling seem to t the social investment appubetivation is not enough. If the quality
of jobs is forgotten, activation only locks people into a cycle of iyeatidiin-work poverty.

Preparing for a better future for all

If the objective is to serve the interests of the middle classes, then fedsismiee put on improving the
quality of everyday life rather than only speaking of high tech and etiistrgic activities. One pitfall of the
Lisbon strategy was its elitist dimension. All the talle &dribwledge based economy did not chime with the
everyday experiences of large groups of people, who felt too averagemajdreplayers in this “new”
knowledge economy. Hence the new economic and social strategy shouldrfooeion “quality for all”,
rather than on a smart economy for the few. In this perspeictigroved (public/social) services seem central
(and of interest to most citizens).

The strategy of investing in a quality future should not be reduced to anngicooampetitiveness
strategy that will serve only a few and leave the majority behind. Magofareacern for Europeans appear
here: transportation, housing, access to quality healthcare ality qaee for dependent people (the elderly
but also children and the disabled). By improving the quality of sehatesitround everyday life, social
democrats could address the concerns of the majority and not only prepdresifor the future.

It is necessary to invest in quality services and hence in the qualk@itmworking conditions of jobs in
sectors like transport, construction, health and education andnaérservices. These areas are too often
regarded as not forming part of the economics of quality, because ofjirel@ccounting of productivity
(based on the number of units processed per hour, and thefdgahal education). The service and collective
utility of the service should be promoted as criterion for evaluatingrsauttivity” or the “utility” of work.

Bruno PALIERs research professor at the CentBudes Européennes, Sciences Po, Paris



ByAnke HASSEL

Social investments remain crucial for maintaining the economic comgrate of the centre-left. The
new economic agenda of centre-left parties needs to build dretpositive developments of the 1990s,
but emphasise and reconceptualise the need for social investment as a préicion for economic
competitiveness.

Despite the current economic and political environment, it is impadaemember the overwhelming
success of the economic agenda propelled by modern Western Europaanletiparties. Spearheaded by
the Clinton administration in the US, New Labour in the UK and later takendhybther Dutch, German
and other European centre-left governments, the principle of ri#iognstrong markets and business with
high levels of social investment remains the most powerful and credileraic agenda to date.

There is also little evidence that these centre-left governmentsolst plue to a lack of economic
competence. Rather, the opposite is true: during the rst two years ofaheiahcrisis, the centre-left held
treasuries in the US (since 2008), Germany (until 2009) and UK (uri@y2@ilA)goucial role in stabilising the
banking system, pushing for nancial market regulation and l@pstionomic demand. Though Germany,
the US and UK were at times at opposing ends of the policy spectrum, doméisésalactors were largely
perceived as competent managers of the nancial crisis.

The centre-left should take pride in its role of responding to the crisis eigety and should not fall
into the trap of internally doubting the economic competence of its leadeiVhile the left did not bene t
from the fall-out of the nancial crisis, there is little reason to believe yheere punished particularly
hard by the nancial crisisAt the same time, the economic and political environment in which theeeentr
left operates has fundamentally changed over the last two decadeg, gsel consequence of its own
governmental actions. Therefore, there is a need to recon gure anreimoagenda for the 2entury that
takes into account the new economic and political environment.



Little room for manoeuvre

Increased economic integration and international inteetelence has left all industrialised political
economies vulnerable with regard to the renewal and protection of thaioetc base. Globalisation has
led to economic specialisation and the exploitation of comparativantayes, and thereby induced
continuous economic restructuring and business repositioning. Whlerbcess has added to wealth
creation and in particular helped emerging economies become part of thal glconomy, the strain on
national governments to protect their economic base has become imglyasnportant. At the same time,
global nancial markets, regulatory arbitrage and tax competitiguiree supranational cooperation and
coordination to level the playing eld.

As a consequence of the nancial and ensuing scal crisis, the man@gwann for national governments
to pursue a principled and independent economic agenda is furtheredd@alancing public budgets,
striking a balance of growth and expenditure cuts, and dealing with alamarkets will occupy a great deal
of economic policy space. Economic essentials such as protectindl thiedstax base, attracting investors
and keeping high value added businesses in the country are paramouttaElBampetition on socio-
economic issues beyond the narrowly de ned social justice and f&ilebates over expenditure cuts will
become narrower due to shared economic policies across the mainstregrsgesctrum.

On the other hand, how cuts are made and where the axe falie wilicial for industrialised countries’
economic base. The balance of tax increases, reduction of public sereita® payment cuts and
macroeconomic policies will shape the national political econofoiea long-time. Short term public
spending cuts in education, childcare and infrastructure can dddomgharm to economic recovery.

At the same time, the political space has become more fragmented and smodrrécvoting patterns
have further weakened. In almost all advanced industrialisediesumter turn-out has further declined,
the number of parties has increased and the share of votes for establisteschpartlecreased. All traditional
centre-left parties in Europe have lost votes during the last two decadttefew\éxceptions, the peak of the
centre-left in Europe was in the 1950s and 1960s, not in the 1990s. In pasicuikaieft parties that
embraced a centrist socio-economic approach have lost further suppibeir traditional working class
strongholds, with voters shifting to far-left or far-right @&rtilew socialist parties emerged, occupying the
far left of the party spectrum previously covered by the centre-left. pbal @b socioeconomic issues per
se has declined and a more complex electoral space has emerged, givingumpt@most-industrial,
environmentalist and libertarian but also nationalist and xenopholiiegar

Political competition on the centre ground

Recapturing economic competence for the centre-left must therefiart by positioning the party in
this new economic and political environment. There is little hope thatbiistraints of globalisation, public
budget de cits or political fragmentation can be reversed, so partyerigadds must take their new
environment into account. Therefore, the political space avaitalolentre-left parties will become more
narrowly de ned. Policy options and electoral strategiesdnto become even more focused and
interdependent. At the same time, the speed and degree of change also @pemtupities vis-a-vis the
political competition on the centre ground. Economic competence eadimess to govern have become
the more sought after party qualities.



The transformed economic and political landscape suggests it is wibe feentre-left to continue
capturing the centrist socio-economic grounds even at the cost ofrapelectoral space for the far-right
and socialist left. The alternative would be worse: competing with ¢fedistdeft leaves the centre ground
open for centre-right parties which could rede ne mainstream galifiherefore, centre-left parties need to
focus with greater urgency than before on the value dimension of the ralespace. The post-industrial
values of theentre-left include an appreciation of diversity, tolerancaodern family life, aspirations at
work, global justice, intergenerational fairness, environmentabofection as well as equal access to
education and assets.

When occupying the centre ground, the new economic agenda of thteeeleft must go beyond the
classic New Labour approach of facilitating growth in cogexyt for policies aimed at social fairness provided
by public services. More than before, the centre-left must emphasiseptbrtance of social investment not
only as a potential and precondition for growth, economic competéseand the economic base, but also
as rooted in the values of a modern and open society.

Modern society and the social investment imperative

Modern societies only will succeed in the global economy with a highlyodedeinfrastructure of
education, transport and culture, which facilitates innovatighpaoductivity growth. Middle and lower
middle class families in particular appreciate these public prevasid are also highly dependent on them
for their well being.

Centre-left values and policy goals should be integrated more éxjiticit centre ground economic
agenda. The agenda should emphasise the role of a conpetittv productive service economy, the
importance of female employment and the necessity of a high skill base.

If public investment cannot shoulder all costs, governments caregrstate investments for public
goods. Given lower growth, the necessity for budget calagioln and a subsequent narrowed
scope for additional public spending, protection of social invegtmeast be maintained as a
precondition for economic recovery and growth. Public investmeatsleévels of education
and high quality childcare improve the skill base of national econondgw@ect the
economic base. They are necessary for breaking the dependency culiane pbskets
of long-term unemployed, helping to integrate migrant workers intlustrialised
economies and facilitating high productivity levels in the sercmsoeny.

A variety of policy measures could facilitate greater private irargstm
education and childcare: new forms of private nancing of sociatrimaets such

as social bonds, should be encouraged to be developed; private fundigbef h
education and regulated childcare markets could be facilitatedic Ruivate

partnerships on higher education business models could be explom@d| so

entrepreneurship could be facilitated by tax breaks and subsidiesharitzble
work by corporations could be integrated in a broader social investmemtlag

This also includes a stronger role for corporate welfare, which has lokeimgle
over the last three decades. In addition, an economic agenda sbdelde social
investment expectations of big rms as part of business respopshititlegitimacy.



The productive function of welfare spending is recognisednbany scholars studying the puzzling
coincidence of high rates of social spending paired with highly competitonomies in the Nordic countries.
When renewing its economic agenda the centre-left should build on thgs=iences and push the
expectations of the centre ground further towards an active sociatrims@ agenda. Private investment
needs to complement public spending. On the whole, an even mgoeouis commitment to social
investment will strengthen centre-left parties’ economic ciéglibi

‘ Anke HASSElIis professor of public policy at the Hertie School of Governance, Berlin, and visiting professor
at the London School of Economics, European Institute
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ByLorenza ANTONUCCI, Rémi BAZILLIER, Johan DAVIDSSON, Stijn VAN HUNEvEEEN PAULUSMA

The nancial crisis and the economic downturn led some to proclaim. thatwelfare state is as popular
as ever with its bene ciaridésdeed, according to recent gures, the downturn shook the worldwitief tire
unfettered markets to its coreBut this seeming change of heart is a recent phenomendarengbending
has received substantial criticism over the last decades for its wepredess and the current economic
downturn also threatens the sustainability of welfare systems.

Scholars have responded to these pressures by emphasising theraeguras (and need) of public
spending on child care, active labour market policies and educagaimgeto higher labour market
participation and productivity growth. Most recently, academice hightly argued that the economic
reforms (e.g. Competitiveness Pact) in Europe are too one-sightedremmgthened budgetary and
macroeconomic surveillance should go hand in hand with strengthemestments in child care, education
and active labour market policies based on the social investment issatisgd in the last decad# not,
there is a risk of undermining long-term economic growth and socialegsogr

While this is true on the one hand and though we agree with teé teeinvest in child care, active labour
market policies and education to face economic and sodadEenges, we feel that this understanding of
social investment is too narrow in certain aspects and thedsfseeves a more profound examination of its

1 FEPS Young Academics Network (YAN) is a network within Foundation of European Progressive Studies that gathers promising yot
researchers. Its’ aims are: o provide a framework for a European interdisciplinary research, which is to be concluded with an objective
contributing to establishment and development of pan-European progressive school of thoughts; and to enable a constructive, critical ex
change among the young researchers and endorse their voice among the European thinkers, policy makers and stake holders. This arti
is an extract from a paper, which was elaborated within a FEPS YAN working group “Work and Welfare” by: Lorenza Antonucci, Rémi Baz
Amandine Crespy Johan Davidsson, Stijn van Hummelen, and Pim Paulusma.

2 T.Judtlll Fares the laridgndon 2010, p.6

3 Capitalism’s waning popularity: Market of’|déesEconomist, 7/04/2011v

4 F.Vandenbroucke, A.Hemerijck & B.PdieEU needs a Social InvestmenOB&cRaper Series, Opinion Paper 5, May 2011




ideological origin and theoretical assumptioig argue that the notion of social investment should be
extended to other aspects of social policy and labour market policy in order toriob/tencompassing,
e ective and equality enhancing.

Broadening the scopes of social investment: a needs-based
approach for social investment theory.

In search for an answer to the current European trend of austerity, the afasiocial investment is
increasingly proposed as a potential policy strategy for Europef énesuéntly criticised for its intrinsic
fuzziness. This short essay, by dealing with the debatedretive extended and narrow interpretation of
social investment, will contend for a broader notion of social investnsgired by a needs-based a la
Gough.

Weaknesses in social investment

The rst source of “inde nitenessiti employing social investment refers to its “empirical references”
Anglo-Saxon and Scandinavian countries are both cited lteevstate clusters in which it is possible to
identify empirically the application of social investment, for pbeam education spendingrhere is a
certain Anglo-Saxon inspiration behind the original use of soogstiment: Giddens, the theoretical
founder of the Third Way, dedicated an entire chapter to the “socialnienésttate’’ and proposed
strategies currently discussed in the social investment debatedpeEsuch as welfare expenditures
towards “human capital investmentAs the scope of social investment, in its original proposition by
Esping-Andersenwas to rejuvenate the debate on European social policy, it is questiohatiierthe
application of a Third-Way notion of social investment represents aamewiork for European social
policy. In terms of outcome there are many criticalities in exportsgadtion of social investment into the
continent: the researches on social policy and inequalities by édithey &d Stewarthave emphasised
the continuity in British inequality and “lost chance” of third wayigmlit times of growth, namely the
lack of intervention for inequality and the increase of social ptitarisa

From one side, social investment represents a new framework as it campeislistd both from re-
commodi cation and social protectienOn the other side, social investment overlaps to some extents to
the “Transitional Labour ModekHs activation, exicurity and education for human cagital policy
strategies that the two approaches share speci c criticality concerns the “ exicurity” strategy adopted
in social investment, as its empirical applications shows elenfeatabiguities along its main three

5 Gough@Global capital, Human needs and social poiasgagstoke, Macmillan 2000

6 G. SartorGoncept Misformation in Comparative PoliiesAmerican Political Science Review 1970, Vol. 64, No. 4, p.1033-1053.

7 R.NikolalTowards Social Investment? Patterns of PublidiRdlNyMorel, B.Palier, B. and K.Palme, What Future For Social Investment?,
Institute for Future Studies 2009

8 A. Giddenghe Third Way: The Renewal of Social Dep@analesidge: Polity Press 1998, p. 99 - 128

9 |bidem p.122

10 G. Esping-Andersen, D. Gallie, A. Hemerijck and J.MYhesw& need a new welfare st@beford University Press 2002

11 J.Hills, T. Sefton, and K.StewafbWards a more equal society? Poverty, inequality and policy, 8nistol 992 Policy Press 2009

12 G.BonolVarieties of Social Investment in Labour Market Policy, [in:] N.Morel, B.Palier, B. and K.Palme, What Future For Social Investment?,
Institute for Future Studies 2009, p.57

13 T.Knijn, & A.Snlityesting, Facilitating, or Individualizing the Reconciliation of Work and Family Life: Three Paradigms and Ambivalent Poli
cies Social Politics 2009, Vol. 16, Issue 4, P.489

14 B.Lundvall & E. Lore@n, the Role of Social Investment in the Learning Economy: A European [Reisiddivel, B.Palier, B. and
K.Palmewhat Future For Social Investmémfitute for Future Studies 2009, p.80



dimensions (job exibility, income security and employnsaaurityy. Given the confusion in the use of
policy toals, the risk is currently the narrow appropriation of social-daeratic tools by social investment.
As in the Third Way debate, by using the words by Esping-Andersen, a streaah iokestnent has a
tendency to believe that activation may substitute for conveatimcome maintenance guarantees

A needs-based approach for social investment theory

Theoretically the social investment movement has justi ed its sdopasing a notion of capabilities
which concentrates in tackling inequalities of freedom, rather trequality of income The use of
capabilities in social policy have been criticised on multiple levelksany, Bxactly by pointing out at the
risk of narrowing the scopes of social policy. The propdsethéive to the use of the notion of capabilities
in social investment theory is the needs-based approach by Doyal and=Gouglihich welfare
intervention should respond to the satisfaction of two basic human neleidb are valid across cultural
realms: physical health and critical autonomy. The s#bsfaf intermediate human needs, which may
vary across societies, enables the satisfaction of basic needs whéttraléocthe individual.

Social investment in education could therefore be based on a notion ohiréao@f human need, in
line with the need for critical autonomy in the risk sociéitfie equality of opportunity considered by
Esping-Andersencorresponds to the notion of critical autonomy formulated by Doyal andh& this
would justify the use of education and training not only from the point of ¥ieeoaomic competitiveness,
but also from the approach of enhancing the human need of critical autonecayddy, the scheme of a
needs-based approach allows for a political discussion of which neeits Isédul lled in a society in a
certain time: the de nition of intermediate needs (which allow faglithe main two needs of critical
autonomy and health) is subjected to an open political discussion in ¢hetysacross di erent social
groups. Compared to a technocratic and top-down use of aflidée aed capabilities, this permits a
thorough debate on the social needs of people.

One of the most powerful arguments against the adoption of social pdiiaged on a human-need
approach is the lack of nancial resources a ecting European welftee,sia welfare state intervention
linked to human needs will be a ected by an exaggerated bumfespending. However, even from a
theoretical point of view, rather than on economic grougslithhere are many elds in which the competing
approach of capital versus needs does not exist. As argued by>Gamagly present-day social policies
are irrational in both economic and social terms” and this refers in lpartacuhe inter-generational
inequalities in European pension systems. Moreover, social iemegpwlicies can contribute to
accumulatior through training and education and therefore the state could ful | amitapt public role.

15 M.Jessoula, P.Graziano & |.Madgetegtive flexicurity’ in segmented labour markets: the case of Italian Joid+sédefsSocial Policy

2010, Vol. 39. (see the recent study by Jessoula, Graziano and Madama in Italy, 2010)

16 G. Esping-Andersen, D. Gallie, A. Hemerijck and J.MYyresw& need a new welfare st@tdgrd University Press 2002, page 5

17 B. Glaziéfhe European Employment Strategy in the Tempest: Restoring a Long-TerpjiRéidpdotiek B.Palier, B. and K.Palhz,

Future For Social Investmdntitute for Future Studies 2009

18 A.SerDevelopment as Freedddxford University Press 1999

19 H.DearCritiquing capabilities: the distractions of a beguiling c@réegel social policy 2009, 29 (2). p. 261-273.

20 L.Doyal & I.Gough,Theory of Human NeBdsingstoke Macmillan 1991.

21 The need of ‘critical autonomy’ is defined by Doyal and Gough (1990) as the capacity of expressing potentially critical accounts of tl
setting the person belongs to. It reminds therefore to a ‘reflexive’ and ‘pedagogic’ notion of education, beyond the notion of education for
the labour market — even though investment on human capital is referred by Gough (2000) as a policy strategy to combine the needs o
capital and the needs of people.

22 G.Esping-Andersen, D.Gallie, A.Hemerijck and \¥hylese need a new welfare s@té&rd University Press 2002, p. 5-6

23 L.Doyal & I.Gough,Theory of Human NeRdsingstoke Macmillan 1991.

24 1.GoughGlobal capital, Human needs and social pddiagsgstoke Macmillan 2000, p.26

25 1.GoughGlobal capital, Human needs and social poagagstoke Macmillan 2000, p.15



At the same time, social policy is not entirely justi ed bysthle objectives of capital as this would
“limit the scope of its activitiesNeeds do not always present an economic pay-o , therefore when they
do not “the moral argument for human welfare trumps the consequentiaby for appeasing capital’'s
needs?. This permits to enlarge the notion of capital and to re-balance the déscrurghat Esping-
Andersen has originally called the “preconditions” of socialnmeeistnamely income security and social
inclusiore. Moreover, a needs-based approach contains an attention on the mosabldmaembers of
the society, including those which are excluded or not able to participdte labtour market.

Social investment and labour market policy for the 2% century

Besides the conceptual limitations of the current social investmesdigian, we also argue that its
approach of the labour market is too narrow. The strategy of increasing@dietiwe potential and the
participation rate of workers by putting the focus on policies which buitthincapital has been the
alternative of the political left to the dominance of neolibenaiace the mid-1990s. The rst approach was
the “Third Way.’ To a large extent it was an intellectual remnant of the preceding periodibéradism,
concurring with it on the need for wage exibility. In the “Blair and Schndaleifest?, for example, they
state that “[{]he labour market needs a low-wage sector in order to makdllgobs available.” The successive
approaches: the “active welfare state” and “social investnman® broadened the policy-area coverage,
adding a focus on e.g. family policy. However, they have not questionadiénlyimg economic argument
of the “Third Way” or of neoliberalism. Herein, lays the contradiction of the suekthient perspective: we
should invest in human capital while at the same time reinforcing the defoarow-skill, low-wage
employment for a particular sector on the labour market and for particulgr @frthe unemployed.

From a social investment perspective, we aiigigalso necessary to improve the current situation of
workers in order to secure the path towards a high-productivity econommudsting in human capital
should be seen as complementary with good working conditions and wagboth working to retain or
develop workers’ skills. Improving skills is both bene cial for the indivals (through higher wages and
capabilities) and for the community (through a higher level of productii In our view, if we follow the
distinction between “lovely jobs” and “lousy jobs,” proposed by Gdddaming, the social investment
perspective, which is based on the need to accumulate humpitalGais only compatible with the
development of “lovely jobs.” Hence, we argue that positive e ects ongtieidy are strengthened when
increasing spending on education and active labour market poliegides with the existence of strong
labour market institutions.

Because of the predominant short-termism, we think that there has beenparnant “under-
investment” in a number of policy areas. The focus on scal restraint &d890s onwards has decreased
the quality in a number of policies that are crucial for ambitions of a ludbhepivity economy. Examples
include the decreasing protection for labour market outsiders, the buedity in the unemployment

26 |.GoughGlobal capital, Human needs and social pddiagsgstoke Macmillan 2000, p.15

27 1.GoughGlobal capital, Human needs and social polagisgstoke Macmillan 2000, p.28

28 G.Esping-Andersen, D.Gallie, A.Hemerijck and JWhytese need a new welfare s@téord University Press 2002, p. 5

29 A.Giddenghe Third Way: The Renewal of Social Den@analosidge: Polity Press 1998

30 T. Blair & G. Schro#&erope: The Third Way / Die Neue [Mift&he Politics of the New Centre, ed. B. Hombach. Cambridge: Polity Press
2000, p.175.

31 J.Jensohpst in Translation: The Social Investment Perspective and Gend8oEiqu&dltics 2009, 16 (4), p.446-83.

32 M.Goos, M & A. Mannihgusy and Lovely Jobs: The Rising Polarization of Work Thé&R@wew of Economics and Statistics 2007,
89(1), p.118-133



insurance, the development in public spending on active labour maskey pvhere the Nordic countries
have converged on Continental levels rather than the opg@sid nally the underfunding of integration
measures for immigrants.

Social investment and labour market institutions

Weak labour market institutions are one of the main features of the asdiaradigm which holds
that such institutions are introducing rigidities in the functignad labour markets. The so-called
“Washington consensus” and structural adjustment plans undkedlimee idea that
deregulation of labour markets was a condition of economiciency.
Institutions are seen as a destabilizing factor, which impede labdat ioa
self-regulate around its “equilibrium value” where adjustments t
disequilibria takes the form of wage exibility. This idea has iceden
lots of policy-makers both in developed and developing countries. It |
also the underlying argument behind the third-way approach justifyin
the development of a low-wage sector.

But this wisdom has been challenged, both theoretically an
empirically, by other approaches. For example, one coul
consider that labour market institutions may increase negotiatio
e ciency. If workers and employers can negotiate e ciently, it
will improve the quality of resources sharing. According to thi
view which was developed for example by Freem@anSquire
and Suthiwart-Narueputlabour market institutions would have
no e ects on production but will have a welfare-enhancing e ect
on income distribution. Finally, economists such as Freeman an
Lazear or Manning, consider that labour market institutions may
in a lot of cases increase economic e ciency by increasing
communication and co-operation between workers. It may also be th
case if labour markets are characterized by information failures
monopolistic labour markets.

This latter view is close to the one of this paper, proposing a combination
between equality and social investment. In some cases, if a cost may égist in t
short-run, it can be o set by mid-term or long-term bene ts. It may thusdé¢aple
to improve labour market institutions or regulation in order to get a lienehe long-run.

In other words, the fact that there are costs in the short-run is not a sucoiagition to rule out a policy.
Political decision-makers should also take into account the gdssitd ts in the long-run and compensate
the ones who will bear the burden of possible costs in the transition perititk basis of equality criteria.
This view is contradictory with the one arguing that a low-wagersecweak labour market institutions
are conditions of economic e ciency and social inclusion.

33 R.B.Freemdmbour markets and institutions in economic develpgmerican Economic Review 1993, 83(2), 403-408.

34 L.Squire, & S.Suthiwart-Naruepue, impact of labour market regulatigverld Bank Economic Review 1997, 11, 119-143.

35 R.B Freeman & E.P. Lazaaconomic analysis of works coufigils]. Rogers & W. Streeck (Bdsrks councils: Consultation, represen-
tation, cooperatigriniversity of Chicago Press for NBER 1995, p. 27-50

36 A.Manningylonopsony in motion: Imperfect competition in labour mRrketston University Press 2003



In the debates associated with social investment, the corareg idea of exicurity has gained
prominence since the late 19908 he gist of the argument is that a deregulation of job protection
legislation could be bene cial if coupled with generous unemployrbentk ts and investments in active
labour market policy: the so-called “golden triangle.” What we hawe Is@eever, is an emerging
“dualisation” of labour market policy, i.e. the deregulation oftandasd forms of employment and the
emergence of a two-tiered welfare systern The apparent risk with this development is that more
people will become outsiders on the labour market and in relation to therevslfstem, nding themselves

trapped in low-wage employment.

The literature on varieties of capitalidras emphasized the importance
of institutional complementarities. This approach is based on the quite
straightforward insight that in order for socio-economic modelsotl w
well di erent institutions need to reinforce one another. If social
investment should lead to a high-productivity and egalitarian ecgnom
labour market and welfare institutions need to support each other. If
the high-productivity sector is to be enlarged, then we cannot
only rely on supply-side policies of broader access to higher
education and more investment in vocational training. There
also needs to be institutions in place which reduce the demand
for low-wage labour. Here, a generous unemployment in-
surance coupled with high-quality active labour market policy
is key.

Social investment and low-wage jobs

The social investment agenda has two contrasting aims. First,
it aims at increasing human capital through education to follow
the path to a high productivity economy. Second, the social
investment agenda aims at increasing labour market participation
primarily through an increase in low-wage, low-productivity, empaym
The assumption is that if workers enter the labour market, they will be able
to climb through education. However, if we follow the distinction betwe
lovely and lousy jobs proposed by Goos and Manning, describing a pglarizi
labour market with a declining middle, this acclaimed possibilityrib decreases. If
their hypothesis is true, it would mean that there is a disproportioratghgin both
high-wage and low-wage jobgs a result, social investment might not be e ective in its
current form for the low wage sector.

37 T. Wilthagen & F.Tibise Concept of ‘Flexicurity:” A New Approach to Regulating Employment and Lafloansferk2j2004, p. 166-186

38 B. Palier & C.Martdjtorial Introduction: From ‘a Frozen Landscape’ to Structural Reforms: The Sequential Transformation of Bismarckian
Welfare Systent3ocial Policy & Administration 2007, 41 (6), p.535-54.

39 J.Davidsson & M.NacZyie Ins and Outs of Dualisation: A Literature, Rexiewwe Working Paper 2009 (2).

40 B.Palier & K.Thelerstitutionalizing Dualism: Complementarities and Change in France andRadtioaidy Society 2010, 38 (1):119-48.

41 P.A.Hall & D.Soskijeties of Capitalism: The Institutional Foundations of Comparative Adiantage, Oxford University Press 2001



Following researetrit can be said that labour markets across Europe show a clear trend otipalariza
This trend is accompanied by an increased number of skilled workerslledujdis, a decrease of wage
levels and fewer stable forms of employment in the low wage sector. Thiso@adouble challenge to
social investment. Firstly, the promise to climb the social laddembsdess probable as a result of the
polarizing trends. Secondly, the position of workers in the low wage becbmes relatively weaker vis-
a-vis the high skilled jobs as a result of decreasing protection by lab&at mstitutions and less access
to social investment policies such as child care and training.

Regarding the rst challenge: in a situation in which there ishadeigand for high skilled workers and
unskilled workers, but not for traditionally skilled workers, lifgskiecome more costly. However, if such
upskilling does not take place it could lead to a waste of human caplttimto a waste of social net
value. For social investment policies to be e ective in the low wage Set®should o er the possibility
of advancement, also at the bottom of the labour market and investmentsswasiént for the challenge
at hand.

Not only the e ect of social investment policies is under pressure by titedfgolarization, also the
mere access to these policies is decreasing at the bottom of the labout: riterlsecond challenge to
social investment. Access to education is a clear example &ftthisition is a key concept within social
investment policy.Education, in any form, increases human capital, which leads to batieeslon the
labour market. Insecure positions on the labour market, howeverasie¢he access to training, due to
the lack of a continuous and sustainable relationship between emglogtleemployee.

It can thus be concluded thdtr a social investment approach to be most e ective, it is necessary
that the labour market is structured in such a way that it o ers the bene ts of sdcravestments to as
many workers as possible, also those at the bottom of the labour market who worlniskilled or
personal service jobs. Jobs should o er a perspective of advancement, to enghat training and
education bene t all workers. Furthermore, labour market institutions@uld be designed in such a way
that social investments reaches as many workers as possible, prexgmiorkers at the bottom of the
labour market from missing-out on the bene ts of these investment®ne such example could be to set
a minimum limit on xed-term employment of e.g. one year; this corresptunthe quali cation period
for the social-insurance system in most European couniies, policy makers should take into account
complementarities between labour market policies and educatianinstance, increasing minimum
wage can increase incentives for rms and individuals tesinvn human capital and productivity
Therefore it may be an appropriate policy from a sociakimeesperspective. Polarizing labour markets
and the dualisation (see above) of the welfare system are thus sersdoghislsuccess of social investment
policies.

42 G.Bosch & C.Weink&fmmary and Conclusions .Low-wage work in GeRmsssl] Sage Foundation 2008, p.288-314.

43 D.Oesch & R. Mendpgrading or polarization? Occupational change in,BBiéamany, Spain and Switzerland, 1990-2008., 2010
44 See the full version of this paper at the FEPS-website for a detailed analysis of these studies

45 R.SutcfThe unexpected long-run impact of the minimum wage: an educationgl B&Rd&orking Paper 2010, 16355



Conclusion

We tried to address and challenge ambiguities behind the socialnmar@gbaradigm, coming from
the intrinsic attempt of legitimising social investment spending political culture in uenced by neo-
liberal thought. More speci cally, this ambiguity was re ected in@warse of social investment that we
tried to expand. Henceye do not challenge social investment as such, but we aim to @rae the
narrow understanding of the paradigm when it is limited to certain genégssumptions (e.g. human
capital or capabilities) and speci ¢ elds (e.g. education, active ¢aib market policies, childcare services
and family services).

The theoretical analysis of the rst part expressed the necessity tol@kdxtended notion (or a
“broader interpretation”) of social investment, in order to avoidftraming social investment into a
synonym of Anglo-Saxon Third Way policies. Policies of equality baveohsidered central to a needs-
based notion of social policy, but also pre-conditions for economicgearigolicies on social investment
developed in the second part.

In the second part, it has been argued that social investment and labout imstikgtions are more
synergetic than what is commonly believed. In order to be successfublars@stment strategy needs
to be thought of as being implemented over the long-term and if so it cannot Ineaseseparate from
policies aiming at improving working conditions or with social priatecSocial protection and labour
market institutions in fact o er complementarities to the socialsiiivent strategy of activation and
training as they help crowd out low-wage or low-productivity jobs. Tlisvigever, made di cult by the
paradox of social investment mentioned in the introduction: we showédtiin human capital while at
the same time reinforcing the demand for low-skill, low-wage emplayfoea particular sector on the
labour market and for particular groups of the unemployed.

There are several important implications in the rst phase of our work eéhaitwto develop in our
future work. One, if investments in education are a fundaingatt of a social investment strategy, then
we should also think of policies aiming at developing the numbeillefdsiobs. Two, we should think on
long-term coherent policies aiming at developing high iqygbbs. Third, as education takes a central
place in social investment strategies, there is a need to further &daborthe higher education system
and the linkages with the notion of social investments.
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This Chapter focuses on divided constituencies in the labour marketvaneays of thinking about
work. The workplace has long been established as one of the most critesifepsecial democratic
politics. It speaks to the tension between labour and capdbidics and markets, but it also raises
issues around wellbeing and satisfaction, citizenship and comymuni

It is clear that the labour market and the workplace have undergonecaignthanges in recent
years. Saocieties throughout Europe are experiencing increased inegjuaity and job insecurity,
greater job polarisation, and a lack of trust in business and the markatyteecstcial progress. One
can point to both long-run trends and more recent dynamics when atteghptinexplanation of
this. Shareholder capitalism and contemporary economic globalisati@ facilitated a scenario in
which the relationship between workers and executives has deteda@ad notions of workplace
democracy have been set aside in favour of economic optimisation artch@agrimisation. At the
same time, recent centre-left governments are accusedabfieg access to the labour market for
new entrants through deregulation and non-standard employmeatiegfies which — while creating
more jobs and a larger workforce — also brought more job insecurity and figbcariousness.

The authors in this section are unequivocal that this is a set of circiersta@icequire attention if
our post-crisis economies are to become strong, dynamiajrege and fair for the whole strata of
society. Contributors posit various policy approaches upon whiicim &tiould progress. Electoral
expediency should not obfuscate e ective, long-term “enabling” psltbiat would promote more
sustainable entry into the labour market. (Eichorst p. 84). Givenddet giecumstances of scarce
scal resources, social democrats should work towards a smaller teué moient state to pursue
“smart” policy actions in income redistribution and work-life bal@ianning p. 78)

The internal structure of the workplace and the natureaifaes$hips therein also require attention:
more democracy would make for better job satisfaction, a more prasluairkforce, and improved
business outcomes for all (Jameson p. 100). Likewise, a return to “ddad wbich employees are
given greater voice, responsibility and autonomy is a way in which the kaokt detween the
public and business and the “hidden depression” in the workplace coulclveme. (Becker and
Paulusma p. 89)



ByAlanMANNING

This short paper outlines what | see as the major trends in the labour market ahdllénges and
opportunities these present for the progressive agenda. In the shadiiormterm, everything is dominated
by the crisis and the response to it. But in the longer-run there are moreubtrerds at work driven by
innovation and globalisation. | start with the longer-run trends.

Inequality at Work

For many years, the main concern was about the quantity of work avaithblegtAthis is again a
concern in the present recession, the focus has shifted in the past decaslguality of jobdf one looks
at how the jobs in the economy are changing one sees rapid growth in the hgjhmaid occupations
(managerial and professional jobs), somewhat slower growth in the loagsd occupations (e.g. caring
jobs) and declines in the middle occupations (skilled manufacturing ardrical jobs). A plausible
explanation for these trends is that technology replaces human labouraskis that can be routinized,
essentially described by some lines of computer code. This trend is oftéerned to as job polarisation.
In addition it is clear that the demand for some types of labour are much morersjly a ected than
others by globalisation.

What are the consequences of this? First, in and of itself, it should notdedraga problem. Although
these low-paid jobs are sometimes referred to as “lousy jobs”, one skoglise the dignity of those
involved in cleaning or caring and not fall into the trap of thinking that theleeoing these jobs are less
worthy of respect than others. The main way in which they are lousy jobs sehibeguare low-paid and
the main problem caused by job polarisation is that it is a potential cawsegoinequality.

But here the outcomes have not been as bad as many have feared or allege. Figusariegbality in
hourly earnings in the UK since 1975.



Figure 1: The Evolution of Wage Inequality in the UK, 1975-2010
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Since the mid 1990s the lowest paid have made gains relathe dwerage, probably because of the
job polarisation described above and the introduction of tattoNal Minimum Wage in 1999. One should
not exaggerate this: we still have more inequality at the bottom of thibutisin than we had in the 1970s.

One might wonder, given the success of the National Minimum Wage, whetbleowd push on further
by raising it substantially. The most common form of this argument is thatedlean“living wage”, a
requirement that all jobs pay an amount that can support a family, an arginaigim fpractice, boils down
to the demand for a higher minimum wage. Campaigning organisations fikerL€itizens have done a
fantastic job in persuading a sizeable number of employers to pay the kgagBut, though wishing them
well in their campaigns to persuade employers to sign up to the scheme, | wosldpport raising the
minimum wage to the proposed living wage across the whole of the UK as | wouldcemedrthat the
proposed level of the minimum (£7.60 per hour) is more than the labour noarkidbearlt is an indictment
of the free market that it cannot guarantee high enough earnings for evergdo have an acceptable
standard of living but it is not a fact one can wish away. It should remain the job of théaweesystem to
provide adequate living standards for everyone in the economy.

The Rampant Rich

There is one other feature of Figure 1 that stands out: the rampant rictiehbightest earners have
pulled away from the rest. In fact, Figure 1 only goes to the 90th percentilerentieeare much more
dramatic if one looks at the"96r 99" percentiles (see, for example Will Hutton’s Fair Pay Review)hBefore t
crisis this rise in the earnings of the rich seemed to be tolerated by thee*mitddilome version of the
“trickle-down” principle — the average citizen seemed to be thinkdmghey were getting some share of the
bene ts accruing to the rich. But we now know that much of this was illusdrg,lé#rge part of the gains of
the rich were at the expense of everyone else.

What is remarkable is how little impact the crisis seems to have had on tHesattftthe average citizen
to the rich. Even Mervyn King, the governor of the Bank of England, expreswed tit Vhe price of this



nancial crisis is being borne by people who absolutely did ncardubkatitow is the period when the cost is
being paid, I'm surprised that the degree of public anger has not been greagérike can see this in social
attitudes data. For almost 30 years the British Social Attitudes @&srdeguimented changing attitudes to
many things including income inequality and redistribution. Eigysresents time series on the fraction of
respondents who think “the income gap between rich and poor is too large’renaignee or strongly agree
that “government should redistribute”.

Figure 2: Changing attitudes to Inequality and Redistribution
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One notices the rise in pro-redistributive attitudes in the 1979-B®@é@ative government that may
have contributed to the Blair landslide general election victory. |Smedices the sharp fall to the lowest
levels recorded of pro-redistributive attitudes during the 199712806ur government even though that
government did not manage to reduce income gaps by very much if at all.ifieshere is a slight tick up but
nothing very dramatic. It is also worth noting that though the fractioreqidpulation thinking the income
gap is too large is now much the same as in the early 1990s, the fractiog thimlgovernment should
redistribute is lower than then and close to an all-time low. This sudigéestszens no longer trust government
to redistribute e ectively even if they think income gaps are too lalge.lack of trust in government is a
major problem for the progressive agenda as redistribution does require ggovnent intervention.

Because it is the middle parts of the income distribution that are curregyelyeexing a large squeeze
on their incomes through a combination of the recession and the longerend of job polarisation - and it
is this group’s votes that will likely determine the outcome of the nexibalechis is probably not the time
to be pursuing policies that involve a redistribution from those witklimgdincomes to those with lower
incomes. Blit is a time to be pursuing redistribution from the highest-earners to tleogith middling
and lower incomes. There are a number of forms this should take.

First, be comfortable with and robustly defend a higher marginal rate@f the highest earners — the
argument seems to be too readily accepted that higher marginal tax rttesuse the highest earners to



work less hard. But that argument does not withstand sgruiticrease the marginal tax rate from 40% to
50% and the hourly earnings of the top 10% are only back to thbgrevere in the mid 1990s. Because the
top 1% have seen much larger increases in incomes, a 50% marginal td rate tém higher hourly pay
rates after tax than they had a decade ago. | seem to recall they thought it wiimthae of bed in the
morning to go to work then. Perhaps they will all leave and go to Switzerlahe Eagonomist on 11 March
had an article about how the few that had gone are miserable and coming back ¢mLond

Second, think about ways to limit pay at the top. This is di cult but importactittbecause | don't
think that rules like maximum pay ratios or maximum pay are workable. Egheilithe set so high as to
have no impact, or low enough to have some bite but to require exceptions. Thetphytidin is much
more spread out at the top than the bottom so a maximum wage is much more di culiplernent than
a minimum wage. We also need to think about improved governance stsicture

But perhaps what needs to be done is to stir up some righteous indignation omttbétpa population.
The global elite like to argue their ever-increasing share of income igitablmeesult of progress but it is not.

Regulating the Labour Market

There is a continued need for smart regulation of the labour market — théalraisis has made it clear
that markets cannot be relied upon to deliver acceptable outcomesklthiisnwill have to be through
legislation on individual rights rather than bolstering the powerllefctive bargaining and relying on unions
to negotiate good outcomes.

Unions have become increasingly problematic as ways to deliver thegsiog agenda. Figure 3 shows
the unionisation rate at di erent points in the wage distributioe ftlon-union wage distribution so this is
not a ected by the fact that unions may raise wages).

Figure 3: Union Coverage Across the Pay Distribution
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Union coverage is now highest at thé"@@rcentile and higher at the'9&an the 38. Union members
are increasingly located in the public sector. That means they can teupelieto support parts of the
progressive agenda - those that require strong public servicesdatieduand health, and a redistributive
welfare state with people to administer it. But that support is based ontthieatamion members are those
that deliver the services rather than those who bene t from thathjtas the latter group that progressives
should care about. Sometimes these interests are aligned but thaheligis not automatic, a point
illustrated, for example, by current disputes about public sectolopenBecause progressives do need the
state to achieve their objectives, they need to be more interested ingnsakénthe state is e ciently run.
Therefore they should be in favour of a small but e ective state.

In what areas of the labour market do we need more regulation? There is onat ataadh out though it
is hard to think of a magic bullet to produce the desirable outcomeo need to nd a way to allow workers
to achieve a better balance between work and family life. We need to nd a way for modebeetter jobs
to be available on a part-time basis — perhaps through a more e ective limit oa bours people work.

There are also areas where we do not need more regulation. The curreasdasigdian increase in job
insecurity and it is tempting to respond to that by restricting the alfilgsnployers to lay o workers. | think
that would be a mistake. The countries (primarily in southern Eurdpesfiended to fear of job loss in the
1980s by protecting employment have not delivered a greater sense ofjoiysas Figure 4 shows.

Figure 4. The Relationship between Perceived Job Security and Employmat Protection

5
°Au
o e DK ® X
2 48 °lr
5 o NI
(&)
)
%)
o 4.6
=)
S
o *Fre Bg
g
o 44
-
® Uk e De
o Fr
4.2 *Sp
ot
o Gr
4 | | | | .Pg |
0 1 2 3 4

OECD Measure of Employment Protection

The reason for this is that employment protection leads to a sclerotir fahdket in which job loss is
feared even more because the prospects of re-employment are so poarnohis isay that Germany did
not get it right in the current recession — it was the right thing to keep skill&era/zan manufacturing
industries in the belief that these companies were fundamentally sButdequally, one would not want to
have maintained employment in the Spanish construction industry. olimeries that have been most



successful in creating a sense of job security are those that have
actively sought to get back into work those unfortunate enough to
lose their jobs.

It remains the case thatuch of the progressive agenda requires
an active state to mitigate the e ects of the marken a recession
like the current one, the resources available to the state are squeezed as
the tax base falls and demands on the welfare state rise. But we must
make sure that the state serves its fundamental progressive purpose — to
redistribute wealth — and does not get captured by special interestgyrdle
should be simplifying the welfare state to make sure, as far as is poasible, th
state does not tax with one hand and give out to the same people with the other,
employing large numbers of people to administer the system.

Conclusion

The current crisis and longer-run trends in the labour market pketbritonstraints and opportunities
for the progressive agenda. Constraints primarily because whevirrgalthndards are falling, people tend
to hunker down and look after themselves rather than be inclined to cotigdeelfare of others less well
0 . But opportunities because the crisis has made it clear that uatetterrkets have big problems and that
the existing model of the market economy primarily only delivered tefe the rich.

‘ Alan MANNINGis professor of Economics at the London School of Economics and Political Science
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ByWernerEICHHORST

Since the mid-1990s, reform-oriented or “progressive” sociatdgmim many European countries have
favoured a recalibration of individual rights and responssilitigoarticular with respect to conditions that
have to be met in order to receive social bene ts. Activation of bene nsyste activating labour market
and social policies has become a major policy priority tegefith the aim of lowering barriers to employment.

In contrast to other political parties which favoured deregulation agiagepriority, the “reformist” social
demaocratic approach aimed at a more inclusive labour market not jussviegiglsition but also, and maybe
primarily so, via positive, human capital-oriented policiese \&thihpared to earlier phases of “de-
commaodifying” social policy, all major political camps sttessek incentives and individual responsibility,
combining better employability supported by public services in codsrable people to cope with a dynamic
labour market have been cornerstones of the “progressive” road to highleyment and lower inactivity.

With hindsight, activating policies and a stronger linking of rigtitdw#res can still be perceived both as
a correct principle and a timely and appropriate policy response to tesitoiahigh unemployment and
persistent bene t dependency in many European welfare statetedRelthis, the late 1990s also saw the rise
of social democratic “ exicurity” as an alternative concept to “pex#dility-oriented labour market reforms.

What happened to the labour markets?

Over the last decade, most EU member states embarked on activatios fomligeng on unemployment
bene ts, social assistance and di erent forms of early retiremeaima&s) including disability and sickness
bene ts, so that bene t receipt became less attractive. Most EU menales sbw combine a “work rst”
approach, stressing individual work incentives with some enabbligies. While Scandinavian and
continental European states re-emphasised the role of incentidesanations, while cutting some of the



human-capital oriented policies, Anglo-Saxon states, which lgdedd‘work rst” policies much earlier,

saw some growth in active labour market policies. This was often comf@drbg a looser regulation of

labour markets, thereby widening the scope of non-standard comtriiciwever, a number of states
simultaneously introduced more binding minimum regulatory daaais regarding non-standard work and
minimum wages.

All in all, the bulk of the reforms focused on labour market entrants, becipients and “outsiders”,
whilst for incumbent workers and labour market “insidbis’institutional environment remained quite
stable. Building upon earlier phases of marginal deregulation, thisirnfasced a two-tier employment
system with a signi cant and growing secondary segment of non-stratertracts and low pay. Skills-
biased technological change and the transition to a sexg@®omy have a ected labour markets dramatically
and led to a stronger heterogeneity between “lovely” angylojobs. However, institutional reforms have
certainly reinforced the general trend towards more exible jobs.

While this has helped create more jobs and bring more people into emplgysnare polarisation in
labour markets, to the detriment of the most vulnerable groups, has bewoeesingly apparent. In many
countries young people, the low skilled and workers in some parts of the pemace sector occupations
face particular diculties in entering employment and nding d&tand decently paid jobs. In some
segments low-pay/low-skill equilibria have emerged, e.g. inrfeotdcupations such as the retail trade or
hotels, restaurants and cleaning. But unstable employment and vepgesitin have also grown in some
medium- and high-skilled occupations, not least in some parts of the pubtiom-pro t sector. Deregulatory
policies have certainly increased employers’ bargaining power koedimeinforce inequalities in the labour
market. While in earlier years the major divide was between employedraethptoyed people, there is
now also a more signi cant divide within the labour market.

Thus, opportunities for solid inclusion into employment do not exisvéryone. Activation policies have
increased at least temporary labour market attachment by stresgntytitk rst” component, but
employment stability and upward mobility remain limited, in particotdofv-skilled workers. This can also
be attributed to the fact that implementing e ective enabling policies proven to be more challenging
than expected — and exicurity-type reforms with proven suaegasing labour market transitions have
remained a rather rare phenomenon in Europe.

Political side-e ects and the seduction of old recipes

While social democratic governments adopting “third way” refoagesidas were in power in many EU
member states around the turn of the century, in most casntiney went on to face electoral defeat. While
the reasons behind the loss of power are certainly specic to the natitraiosi, widely shared
disappointment with the promises of labour market and welfare statenehave obviously contributed to
a gradual weakening of “progressive” policymakers. In particulangtstdnding alliances with trade unions
have been characterised by growing tensions.

In addition, the trust of the public at large and the electorate in the cafaeityrm-oriented policymakers
to avoid social exclusion and the threats of growing poverty rigkwiibulent economic environment has
vanished. Although welfare states have not been retrenched, but exirended over time, in particular to
the bene t of the poor, the most vulnerable groups do not see atyhance for upward mobility and have



become rather afraid of even more adverse socio-economic pressuaay|Buropean countries, the middle
class nowadays perceives stronger economic insecurity angingresks of losing income and employment
stability, which may eventually lead to downward mobility. At the samaettie economic position of high
wage earners and entrepreneurs has seemed to have improved dramatically.

In political terms, these perceived losses of stability and oppiggunave led to stronger electoral
abstention and growing support for populist parties, both at the far léftigint of the political spectrum,
despite these patrties failing to o er credible policy a#téves Social democrats, and also some centre or
Christian democratic parties, in a trapped situation like this, have ndidailed to claim credit for their
real achievements in terms of welfare state recalibration and job caatbut they have explicitly turned
their backs on their own policies.

Rather, in order to appeal to voters and their own rank and le, the currentrsscuns the risk of
repeating “old” mistakes by promising a return to “good old” redisteband regulatory policies. “Retro
politics” imply a substantial turn to traditional left social poliegventions proposing more bene ts, less
activation, stronger regulation or higher taxation of the rich —siisaemay be popular amongst the rank
and le, the electorate and trade unions, but may not be terribly helpfyblérimanted on a mass scale.
Thereby, resources are crowded out for enabling policies, in paréidutzation, training and child care
support, which would be more helpful in the medium and long run, but are psobatuler to sell politically
and deliver in terms of funding and e ective governance.

Realistic steps ahead

Future policies to increase social cohesion and overcome dualisati®to take into account the lessons
from past achievements and failures. After many years of exptation and evaluation, some problems still
persist, and it has become increasingly clear that there is no silvertdosidve all major challenges
simultaneously. There is some expert and political consensada@about the fundamental and bene cial
role of early childhood education, vocational training and cottadudt learning. For activation policies and
regulatory issues, the evidence and political support is more mixeti|lpthhe experience of recent years has
helped pave a way towards acknowledging basic dilemmas and the costs ard bedieerent models.

At the same timegstablished di erences between political parties seem to haveoded to some
extent. Hence, in the absence of new big stories and ideas, a more pragmatiicet towards
policymaking could create room for political compromise. Realistieps ahead do not necessarily imply
di erent policies, but rather better ones, which should deliver on the largely apted objectives of a
more inclusive labour market and welfare state. Two major objectives@rpredominant importance:
e ectiveness and fairness.

First, in a situation of growing public indebtedness, scal conotida a major priority and will remain
so for the foreseeable future. This calls for taking into accounblevem@ence on the e ectiveness and
e ciency of past and current policies and for cautiously assessing thetimparoposed policies and
reforms on current and future public budgets. Hence, scarce resduocdd se focused on the most
e ective and e cient public policies.

Second, policies should not only be evaluated regarding their scsgqoances, but also with respect
to their distributional e ects on di erent groups in society. Betteicjes need to rebalance chances and risks



in order to achieve a higher level of fairness in the labour market and thie gtalia While it may be easy
to achieve consent on the general principle of fairness, in politcmme terms this is potentially much
trickier. Obviously, taking fairness seriously implies tiettpre policies in favour of labour market “insiders”
cannot be left untouched. From what we have learned over the last 20 to 3( gearssiclear that one
cannot have an inclusive and permeable labour market along with & strigtlated core, and one cannot
have an inclusive welfare state in unison with a strictly dualised mooebbpsotection.

A note of caution, however, has to be made. Given recentenqesr with policies and evaluation, one has
to be aware of the fact that is no such thing as a silver bullet to foster upwatity rmolilemployment
stability for alBetter training, appropriate labour market policies and regulaygprovisions can help, but
even in this case there is no guarantee for individual success, and no autorifiting of standards for
everyone. From this it is also clear that, in realistic terms, there cannot baptaie public insurance
against labour market risks. The service economy is associated with higbeur market heterogeneity
and new forms of exibility which have to be tolerated to a certain extent if ento the labour market
and job creation are to be promoted.

Public policies set the frame for individual actors in Hoeitamarket, but actors refer to these rules and
reshape them with their actual behaviour. Recent developments lsavehaiwn that the capacities and
creativity of actors are so strong that policies can be converted and leatt¢oded consequences. Policies
contribute to these capacities, but markets create opportunitiehdive to be seized. For example, given
technological and demographic change coming together, we will see mwwe favourable working
conditions for skilled workers, e.g. family-friendly working inatother work-life balance policies, emerging
without much government intervention.

If we make the assumption that everybody should be able to contribute theflhésbo her capacity to
society and work as a guiding principle, public policies should be dddmmacilitate labour market entry
for everyone, overcome established status di erences and pegpogitive transitions to the greatest extent
possible. This rather calls for focusing on a few universal and tranggarations and a few core policy
areas in which e ective delivery of quality public services mattets mos

Enabling policies

Policies which enable people to participate in the labour market and topdheir professional careers
are of the utmost importance — and they almost exclusively fall in the realjoopoblic responsibility.

This concerns early childhood education, with its dual e ect on competeuilding of children and
mobilising female employment, and also schooling and higher edocétivesting in education and training
remains a major priority in economies and societies faced with atiogléeghnological and structural
changes. Public educational policies are a major element of ‘betligfi policies regarding individual life
opportunities. The individual skills of each person must, at the \&rybkeau cient to enter the labour
market successfully and have a realistic prospect of earningystfulitself-su ciency. Education and
training also reduce the need for public support later in life and helpgraeql being stuck in “lousy” jobs
and low-paid work.

Active labour market policies (ALMPs) should focus on the most e ectiyaipmes such as temporary
and targeted hiring and start-up support and avoid heavy and potemiadi-lasting subsidisation of non-



sustainable activities. Policymakers and service agéetivering ALMPs should
refrain from lling available slots in programmes but rather prasitbe-made,
individual support when needed. Furthermore, forward-lookpudicies
supporting skill adjustment, in particular to the bene t of the lessdsk# an
area for future activities. Here collaboration with employers iedhe&argeted
and temporary public support can help. The same holds true for policies to
overcome youth unemployment, which has increased during the crisigny m
countries. Vocational training in partnership with rnesrseto work better than

purely public training measures in this eld. For young people it isigddgarucial

to keep them in training and to build bridges to employment and to prevent earl
exit to bene t receipt.

Income protection

The recent crisis has emphasised the role of proper unemploymenttipotegstems as
automatic stabilisers for individual incomes and also for the econaimjaing or developing
substantial unemployment bene t systems that are accessible to all meoflibe labour force is crucial.
This does not necessarily mean a single, means-tested, workingragedsetwo-tier systems consisting of
insurance and assistance are still viable.

Two challenges remain: rst, having a reliable basic oor is a core etdnsenial policies preventing
poverty; second, access to insurance bene ts should ed @aerder also to include labour market entrants,
people with short employment biographies or those on non-standard cositdacmany countries they
currently su er from a dual disadvantage of a higher risk of unempléyandnmore di cult access to
unemployment insurance bene ts. While this calls fongtihening income protection in order to bu er
labour market risks, in terms of labour market integration, bettemplmenent protection of entrants and
exible workers is better than strict re-regulation of labour lavibifitg has to remain — but complemented
with elements of security. Current purely passive policies have to leel pldsin particular those for older
workers or the disabled. Here incentives for withdrawal from therlaferket are a thing of the past —
bene t systems characterised by general rules will no longer providega$vto certain groups.

Funding issues

Regarding revenues and expenditures, one core element of sugtaaeidl policies is to avoid wasting
scarce resources on programmes which do not help achieve major paticivasj. This concerns all ‘passive’
policies to discourage labour market participation, but also ingesattive labour market programmes and
many forms of wage subsidies. However, some measures recentlyediseiissa positive overtone are
highly problematic, such as life-course saving schemes dirested towards early retirement, overly
complex and costly “transitional labour market” arrangements or uriooattiasic income schemes (which
would also imply the end of bene t conditionality and activation @sljc

Furthermore, mass subsidisation of low wages, in particular in ctiorbimith part-time labour market
attachment, is questionable, as it creates barriers to substantlalemapt. The other side of the coin, of
course, is to ensure proper funding for public policies, both for tseaed services, and the shift in taxation



towards consumption and green taxes is still on the agenda. Howeverabstement has to be appropriate,
progressive income taxation which contributes to reducing inequaiitiesrket incomes and to automatic
stabilisation of economies. All in all, the funding needs for gooa paliices and a proper welfare state
basically preclude substantial tax cuts for the foreseeable future.

Labour market regulation

External labour market exibility has mainly increasedeatrtargin of the labour market in many
European countries. In some cases this has created problematiqyveittkations and “excess exibility”.
Here some readjustment is viable without endangering job creatiomilitgxof rms and suppressing
market signals. First, minimum wages are feasible and do not hampeagjmn @ed access to the labour
market for the young and the low skilled if set at a moderate level and evaloagdyl before adjusting
them. Second, equal treatment and equal pay principles are viable tvatbating new problems at entry
points to the labour market, in particular with respect to agency work atidex® contracts. Equal pay and
equal treatment would also reduce incentives for employers to rely sa tjyges of jobs. Third, and most
fundamental, recalibrating employment protection would mean rebalgnigks across di erent groups in
the labour force. Establishing a universal type of employment docaracvercome the duality of “regular”
and “non-standard” jobs. In the end, this would imply replacing gxetiour law distinguishing between
xed-term and open-ended contracts — at least in highly regulated tainarkets — by a exible, but also
reliable, uni ed legal framework, so that employment stabilitgases with tenure.

Delivering, rather than promising

In conclusion, the time is right not for making great promises, but faridglien policy objectives and
principles which are still valid. This is not only appropriate in terntsiaingial outcomes, but also in terms of
credible policymaking. Real problems have to be taken seriously tangbbties have to be proposed based
on a solid evaluation and a realistic assessment of the situationnggaldit is feasible in particular
circumstances. This helps people and society much more than degelepirand big policy ideas, which have
often resulted only in marginal, short-term and therefore inapp®pnigasures. The quality of public services
in general is probably one of the core elements to ensurecaloditipport. This is true for not only education,
training and labour market policies. Public services are impodiiibetive tools to ensure a good living and
working environment, so delivering them is major priority. Othefwitger disappointment is guaranteed.

‘ Werner EICHHORSIE deputy director of the Institute for the Study of Labour (IZA) in Germany



ByFransBECKER: PimPAULUSMA

There is a hidden depression in our societies located at the heart of oumgcdne workplace.
Unfortunately, however, this has not registered on social demscpadijical radar. In the rst decades after
the war, the mainstream perspective of the left was about economic grodimacro-economic policies,
income distribution, social security and sound nanciatiesli In more recent years, it focused on welfare
state reform, the labour market and social security. The pesenih social investment is important, but
shows little awareness that the workplace is a crucial isstit@ation for the identity and wellbeing of a large
part of our citizenry and social democracy’s constituency. In the jgaldicia particular, working conditions
- except at the top - have deteriorated, eroding professional ethic aodoeayt, and thus quality of
performanceWorking conditions, rm-level labour relations and workplace democrac y should
therefore again be made central issues on the political agenda.

The workplace in social-democratic thought

Originally, the socialist movement had the liberation of labour as it8gbalthat did this liberation of
labour actually mean? The anti-industrial, anti-machinegtsoof the early labour movement were not in
social democracy’s vein. The social-democratic movement and nikershiwere impressed by the
productive power of capitalism, but they resisted its dehumanisiegt® both at the workplace and in
the living conditions of the workers. The harsh exploitation, the cisplide and the risks at work were
the practical issues that the socialist movement had to deal with. In tlee renective, theoretical
perspective of Marxism that came to dominate large parts of the late mithetemtury movement, the
alienation the worker experienced in both the capitalist productioogss and in the property of the
means of production were identi ed as crucial issues for the liberdtianaur — but liberation could only
be realised through the abolition of capitalism itselhdrend, it was the political power struggle, not the



economic self-determination propagated by parts of the anarchisticyndicalist movement, that would
be decisive.

In the other important socialist critiqgue of capitalism developedhyyRuaoskin and William Morris in the
Arts and Crafts movement, the art of the industrial pramtuptocess and its outcomes as well as the position
of the worker and his craftsmanship were the crucial issues. Theicéinghe early socialist movement
was substantial, but was soon overshadowed by more ptaeticemism in economics and politics. In the
1980s and 1990s, however, they were rediscovered: recent work Iy $acnatt rehabilitated the concept
of craftsmanship and has opened up a new perspective for dignity at thdagerkp

In the course of the 2@entury, social democracy was very successful in improving thg gfidlie
workplace and the working conditions of the working class throughnatiegislation, local policies and
union action. In the interwar period - at least in the Netherlands - schaniks feocialisation” of the
economy were developed, but were never realised. Instead, Taylariguestof mass production were
introduced and supported by socialist thinkers and politiciansubedhey were considered to be a step
forwards in rationalising the production process and the orgamigatihe workplace.

It was not until the 1960s and 1970s that more democracy in the Dutchagerlams brought about.
The Yugoslavian model of workers’ councils became popular among phetsaéial-democratic rank and
le. A few elements of co-determination were added to existing legisliat this eld, but research shows
that employee councils at company level have little grip on the centes issuompany strategy and most
workers do not feel represented by them. The basic - and unresolved - dilanso@aiodemocrats is the
desire for more democracy and inuence at rm level versus the fear ofocatia with the capitalist
system and thus taking responsibility for strategic choices that beghnfavourable for the employees
themselves.

And maybe that's why the other strand of social-democratic laboucedldcame dominant in the
post-war period of a uence: the idea of liberatifsam labour. Certainly, work is considered as a duty, as a
part of social responsibility and as a means of participation and integn&ticsociety. But the world of
freedom lies outside the working realm. A reduction in working hours was tre central themes of the
early socialist movement in its ght for the eight hour day and it symba$isgdiggle against the exploitation
of the labour force. In the course of the past century, withuptiwity and real wages rising, the idea that
self-realisation should happen in the workplace gradsfaillied to the idea that it would take place in the
sphere of consumption and leisure time. Where craftsmanship andsiwofd ethics are overshadowed by
market and money, and respect is replaced by tough management, manyeesplave chosen to resign
from the workplace to nd their purpose elsewhere.

As the economic downturn in the 1970s and early 1980s led to a fast growth inlaymeemp and
growing numbers in welfare, disability and other social security sshanother paradigm became dominant
in social-democratic thought: that of liberatithmough labour. This was partly due to the rising costs of
inactivity and unemployment and partly due to a new philosophy that elitred importance of participation
in the labour market. In this view, work is essential for citizens to pgaréinghantegrate in society, to develop
social networks and to contribute to society at large. Social secatitgl abt function as a safe haven for
the inactive, but as a trampoline to get back to work. This view became pogwaeinduntries where the
welfare state had primarily been based on transfer of income (such as tdaNdthand Germany) instead
of activating labour market policies (as in the Nordic countriesrniRéfsocial security”, “labour market



policies”, and “participation strategies” became key ideas whiclsosahi@ the central concept of the
activating welfare state. Somewhere on the way, the insight that workdidagaus, but only if it is “good
work® became lost.

The case for good work

Good work is at the heart of a decent society, not in least because people spgmgartaf their lives
at work and their job is closely connected to their identity, their feélgagarity and their self esteem. Work,
as David Coates has puigta fully human activity ... it engages all our skills, talents, s@pabéitetions
The rights people have as citizens are not sacri ced wigrcthss the employers’ threshold, so any concept
of employment has to be consistent with the idea of democratic citipenst@ have to be realistic
about the limits of the employment relations, but of basic value is the extertich
employees have a degree of autonomy and control, and this depends largbl/ o
organisation of work, the design of jobs and the quality of managementhAgiRIi
Layard has put it: “Perhaps the most important issue is the extent to whickigrou ha
control over what you do.” This is the same type of argument Richard Sennett
makes when focusing on the concept of craftsmanship. It is the abilitydisexe
judgment - based on knowledge acquired through experience - and it is part
of what makes work ful lling.

Second, there is a strong case for good work to be understood in terms of
health and life chances. Temporary workers have shorter life exjrectiaan
those with permanent contracts, poor mental health outcomes areatssbc
with precarious employment and workers who believe theik wginsecure
experience signi cant adverse e ects on their physical and meelialeing.

Thirdly, there is a strong business case to be made about good work. Good
work works better, for employees as well as employers. The features of the
workplace - summed up by Coates - that are particularly important include:
employment security; the extent of autonomy, control and task dsGredan
appropriate balance between the e orts workers make ancethiards that they receive;
the possession of appropriate skills to ensure that employees can ttopenwids of intense
pressure; commitment by the employer to the principles of procedurads; and the strength
of workplace relationships, or what some researchers heave disaribecial capital.

And, we would like to add, respect - at the workplace as well as on the way to the ¢akeurAih these
features are essential for “good work”. But how did these features ofiplaceodevelop over the last decade?

The promise of the new economy

In the 1990s, the impact of technological changes and the rise in edulclv@t®among employees
induced widespread optimism about the quality and democratisafitireavorkplace. The National Planning

1 We owe the expression to David Coats, Good work in recessionary times, in: David Chavarieth, opportunity: the future of good
work The Smith Institute, London 2009, 7.

2 The argument presented here is based on and closely follows that in note 1 quoted by David Coates: David Coats withGuaudt Lekhi,
Work: Job Quality in a Changing Ecoff@rayyVork Foundation, London 2008.



Association, a Washington based economic thinktank with roots in the éswpddiod, introduced the
concept of the “new American workplace”. The old model of a bureautnagicsonal, hierarchical corporate
order had become obsolete. In this model, the workers didn’'t producariyifor the customers: “The real
client, the real customer, was the boss”. The NPA report argued for a rewhgldietween management
and labour, in which the latter was considered to be the most valuable adsetcofripany. This ‘Every
employee is a manager’ model put the responsibility of the worker cémgyed s

The American Federation of Labor and Congress of Industrial GigasizAFL-CIO) developed a
similar perspective on the future of labour relations. AFL-CIO apgwedidgh skill-high wage approach
with a new type of labour relations at the company level. The work organsatital increase the quality

of labour by being democratic, providing excellent training and qaabn for employees, and giving

them more responsibility in production processes while at the same tiarargeeing
income and employment stability. Such a strategy could not replacbyheecro-
economic and industrial policies, but would contribute substanti@ a
programme of economic innovation. When Lee Schore went to work at an
instruments factory in 1978, her job classi cation saithought required his
Tayloristic approach didn't seemto tanymore in atime of rapid techoalogi
change and a global economy.

In the United States and western Europe, post-Fordism seemed to carry
the promise of a new type of democratic workplace, with human capital as
the real treasure of the enterprise.

The hidden depression

What has become of this optimistic scenario? Certainly hinezdbeen all
kinds of interesting experiments in the eld of social innovationgarland
smaller rms, enabling employees to get more grip on their workingtaomsdiBut,
the promises to bring about better quality and more democratic work
places through new technology and higher educational levels have not been
realised. In-depth research and individual stories, such as by Glinther WelBarhara
Ehrenreich, show that there is widespread discontent, worry aiedyaim the workplace, and
that working conditions for many people are far from ideal — not only amdegptecariat and
workers in low-skilled sectors, but increasingly also amongst thosgsed to have “decent jobs”, such as in
the healthcare sector.

The experience of union representatives con rms these anxie®8€49, alarming gures about suicides
in French businesses raised issues around workplace stress, tdoghakog management methods and a
lack of respect for the individual employee. The cleaners’ strike inthieelddels in 2010 brought the
abominable working conditions of the working class pariahs right out iopien, and showed how many

3 J.R. Stepfhe evolution of US labor-management innovationsames A. Auerbach and Jerome T. BarrettT(eel fture of labor-
management innovation in the United Sta¥eshington 1993, 14 and 19.

4 The new American workplace: a labor perspective. A report by the AFL-CIO Committee on the evolution of work, Washington 1994;
Quotation from Margaret Hallock and Bob Baugh, High stakes. Oregon labor sets union agenda for high skill, high wage strategy, in: Labor
Research Review # 19, 69.

5 Cf. F. Pdbociale innovatie als inspira®iadboud Universiteit Nijmegen 2009.



rms and public institutions pro ted from themThe remarkable aspect of these examples is that they’re not
about the traditional themes of organised labour (working howdsvages). Rather, they involve the quality
of the workplace, the atmosphere at work, the level of control and rdsfitynsind the depth of respect for
craftsmanship and professional ethics.

One of the most discomforting reports in this respect isGBé 3IREN repo@itfanging Working Life and
the Appeal of the Extreme Righg authors held more than 300 in-depth interviews in various European
countries and point at three di erent patterns of reactions to far-regcocio-economic change. The rst
involves intensive feelings of injustice stemming from frustsadieer “Company restructuring, redundancies,
early retirement, new management styles or intensi ed competitiothe labour and housing markets”
which “devalue quali cations, acquired experience, previoasviank and sacri ces and brings to nothing
the expected rewards for the subordination to the demands of a pitilelssoi@rork.”

A second pattern has at its core the fealéafassementf social declinthe insecurities and the feelings of
powerlessness that are associated with industrial declifeispeecployment or the devaluation of skills and
quali cations.Some expressed their concern about their social posgierring to the fact that in our society
the middle class has almost disappeared and that there is a growing gajctbatvdepaar... In particular
strong feelings of injustice are aroused when people are deprivéis of thdifétiong of hard work or when
those who have jeopardized their health for their job don’t get thetpmbantuearly retirement with a decent
income.

A third pattern could be found with peopleho had experienced occupational advancement [and] As a
consequence, some tend to identify very strongly with the compamaBndRégayding their work ethic, the
performance orientation seems to be strengthened, vasdheai'emands they put on their colleagues and
subordinates.

The authors of the SIREN report infer from these three trends that sodovechange is an important
factor in explaining the rise of right-wing populism and extremism aus&uropean countries. The research
shows that “good work” is at the centre of concerns for many working and naddlpeople. The weakness
of parties on the left on these issues has left a political void that magdoly the extreme and populist
right. A strong social-democratic agenda for “good work” is therefceesary.

Di erences and common denominators

A complicating factor in cross-national analyses such asRE&l $¢port is the fact that workers in
di erent countries tend to have di erent attitudes towards work. /Aihericans regard their job mainly as
a source of income and for Germans work is signi cant for personal deeatogma security, the French
see their job primarily as a course of social contact. Work means saosiamstgirestige - and that’'s why
the French worker prefers a lousy job to being unemployed. The absolate according to the French

6 Our conclusions are partly based on a current WBS interview-project with various groups of employees, on the experience of unio
representatives and academic experts in the WBS working committee on labour issues and on a WBS research project of which the rest
were published in F.Becker, J.van den Berg & M.Sie Dh@m He,plaats van de arbeid. Een politieke agenda vooy \déakPdidBeckman
Stichting, Amsterdam 2008.

7 J.Flecker (edOhanging Working Life and the Appeal of the ExtremdRigditot 2007, 59 ff.

8 Quoted by R.Cuperuide wereldburger bestaat niet. Waarom de opstand der elites de samenlevingAmdezrdam, 2009, 146.

9 Flecker, 61.



psychiatrist Reic Albert, is losing one’s job. But the absolute tspjsirgetting retired As research by
Coates and others suggests, the national di erences are not so muchl relatiéerent varieties of
capitalism —the liberal vs. the co-ordinated economies— as they amgptoyment regimes”, the di erence
in priorities given to the nature and quality of workplace relationsodusetere is on the balance of power
between employers and employees, the commitment to creating quality emeidy and the extent to
which a focus on the quality of working life at the enterprise level teensl&d a national conversation
about the quality of work.

In spite of these national di erences, there seem to be some basic trendkaTh®ISIREN research
shows that anxieties regarding social decline, growing inegsaitd a lack of respect for professional ethics
are present all over Europe. The concerns about “good work” are thus rtiot speai c. But what are the
common denominators which can explain these trends?

1. Inthe past decades, the balance of power within corposatiog banks has shifted from long-term
investment interests to short-term prot interests, putting dhalder value at centre stage.
Restructuring, takeovers and mergers threaten to turn companiegdimarg pieces of merchandise,
severely undermining employee motivation and their corporateitgenthe recent history of the
Dutch ABN Amro bank, as told by the journalist Jeroen R¥eipiroqiThe prey,is a telling example
of this trend.

2. Basic working conditions in a number of sectors and jobs types are simplthiedevel of “decent
work”. Flexibilisation may suit the personal circumstances of soups gf employees, but the type
of exibilisation we are witnessing, characterised by a lack of longtFspective on a steady job,
access to education and a decent social security system, is a breedicfgréeelings of insecurity.
Guy Standing argues that we are witnessing a new class coming into beirrgctréap that de es
social-democratic de nitions of social con ict and has to be apprahchiés own way.

3. Jobs may not only be “bad work”, but also dead-end jobs where possiffibeial mobility within
the company seem to have diminished. From a “social-ladder-econoerg’ paople used to climb
up to become part of a broadening middle class in post war gooi@t societies have become
“hour-glass-economies”, where upward social mobility has becergedicult. Indeed, many
employees have a fear of falling.

4. A new class of managers has entered the world of enterprise: msawéeut material knowledge
of the production or service processes that are central to the company,datendriven by nancial
targets, e ciency schemes and a desire for power. Managers are beieg/@eéras extensions of
the untamed capital markets, not as true representatives of the compécty mvany of the
employees have helped to build over decades. Many empleypesience a lack of respect and
appreciation for their e orts in this new company culture. They feel ableeiTheir answer is not
protest, but resignation. The new class of managers, on the other hasistscoih rm believers in
the individual credo and have a contemporary social-Darwinian vieveietyso

10 ‘Le travail qui fait mal’, in: Le Nouvel Observateur, nr. 2343, 7-10-2009.

11 Cf. AW.A. Bobe ontwortelde onderneming. Ondernemingen overgeleverd aan firfessear20p9, 126 e.v.
12 J.SmiDe prooi. Blinde trots breekt ABN Amsierdam 2008.

13 GStandingihe Precariathe New Dangerous Class, London 2011.

14 Cuperus, 143-145.



5. Good work is, in other words, not just about the “bottom” part, but also egakingly about the
middle part - skilled blue collar and service workers - who are confrontsttbgtueing, the end of
the “home” rm, Taylorisation of their work, exibilisation of theiraots, rising expectations, a loss
of respect for their craftsmanship, and an unbridgeablevijaghe real rich who have taken o for
the moon.

6. Stress is the key word to understand the e ect of the pressure to combimediegwork, raising
a family and taking care of parents and other relatives. The pressurei@mifaggheral and women
in particular to combine work and family responsibilities seems to keigingrin the rush hour of
life. Recent data con rm that in the period 2000-2005 again more time wa®speork and family
care. Women in particular feel the pressure: 41% of women consider theatmmlof work and
care as a burden; for women with small children this percentage is even(6&% Although the
pressure and stress might not relate directly to the workplace, thiesolilt undoubtedly have to
involve a change in working conditions.

The problem with these trends, however, is that quantitative reseadshto deliver a di erent picture:
most people are fairly happy with the quality of their workplace. OK,stimeoee stress, rewards do not
always meet e orts, and there is diminishing control. But in general idhdittle to worry about. This
picture is unsatisfactory. The survey-method is misleading. §bamgh evidence to know that there is
a hidden depression in our societies that is located in the workplaceathefreir economy. Unfortunately,
this theme has disappeared from social-democracy’s political natlae. \Bay: our labour unions haven't
been very alert in this eld, either. The quality factor is not only at stales pnvtate sector. Blaming
capitalism for the lack of quality of the workplace is the natural argumnéing fieft - and there is a lot of
truth in it when we look at the big private corporations. But the argumertiés thin if we start including
the public sector.

The public workplace

In the public domain, where politics is in charge and where socialcdais have played a major role in
shaping the ‘public workplace’, working conditions have dettgtbeand the quality of work is under severe
pressure. Those who have been led by a vocational and professionaluethic,ititerest or by a public
morale, now nd themselves exposed to excessive controkemand pro t incentives, permanent policy
changes, a magically multiplied management, weird rules, and ggfoens of Taylorism.

Let’s review the basic trends.

1. The employees in the public sector - once labelled as the street lewldpat® by Lipsky - are
overloaded with problems and an “unleashed” public: parents who agghgssk for better marks
for their children; drunken youths ghting on a Saturday night; theepmdin unsupported by
bystanders; and the ambulance worker having to go it alone.

2. That's the challenge from below. There’s another one from above rablapa the trends in the
private sector. The public sector has been exposed to an avalanche oficies, pestructuring and
reforms which distract the average public worker from his or her basannfssitunately, she is

15 R.Claasséfindertijdwerkn: Socialisme & Democratie, 2007 1/2.



fairly resistant to this, but what is striking in this policy circus isdfmtlitic workplace is never the
prime mover of policy making - it's the system managers who are in coht#ahameful failure of
top-down educational policy reform in the Netherlandsplashy the parliamentary investigation
committee led by PvdA MP Jeroen Dijsselbloem, is a telling witness.

3. Many half-hearted attempts at deregulation and libetialishave been introduced into the public
sector. The position of the public worker has seldom been the main focuentibattlt is the
“consumer” or the state that has played the main roles. What did happernrdsritiats half-hearted
introduction of markets and new nancing methods, incentives haen li@roduced into the
public sector that are contrary to the basic ethics that drabsiinguish these institutions from the
real market place.

4. The introduction of New Public Management in the publitoséas led to an overkill of control and
accountability. Quasi-markets in the public domain have led to nateergerventions - but ones of
the wrong kind. The miraculous multiplication of managers has furtiermined the professional
autonomy of the public worker. Indeed, the most absurd Tayloristiceshanwe been introduced
for workers in the home care sector which allow three minutes for naiyantintwo for
teeth brushing, but none for a decent conversation with the patient &oroar’).

5. The reform of the public sector has alienated teachers, policemses and other
public workers from social democracy, and has alienated many otherdl as we
because the public sector is a collective arrangement they depend upon.

The economic argument about privatisation and the intrtédacof markets has
clearly fallen short of what happens in the reality of the public sectamtivac
structures for both “workers” and “customers” that do not t the meamsteconomic
theory turn out to be quite decisive for the working conditions and thetyjadli
work in the public services, as Julian Le Grand has sHowhe Netherlands a
number of initiatives have been set in motion to enhance the concept of agioofa
ethic. It is an answer to the frustrating experience of extreme forms i et
accountability, of the negative e ects of liberalisation, of threduttion of new
public management, of the erosion of craftsmanship and of the deniakin$iint
motivation. If the conditions are right, the “intangible hand” of adkdgement and
esteem might be a powerful force to improve the quality of the public wekpgwell
as the quality of the public services involved.

Social democracy has not responded adequately, focusing mainly antwener side of
public services. It's not targets, however, but responsibildaieshtbuld move the public services.
The quality of the public sector is largely dependent on its frontlinensppkofessional ethics and
a certain level of autonomy play a large role in de ning the quality of their Wee pleasure and pride
they take in their work will be crucial for the quality of the services thesnperf

16 J.Le GranMlotivation Agency and Public Policy.Of Knights & Knaves, PawnsGQue2a83; also R.van der VBerklant koningjn
in: Socialisme & Democratie, 2005 7/8.
17 T.Jansen, G.van den Brink en J.KoleBexdgpstrots. Een ongekende kraststerdam 2009.



Putting the workplace democracy
back on the agenda

We have dealt with a number of general trends in uencing the workplatdahour-management
relations at company level. While in the 1990s optimistic expectahousdemocracy on the shop oor
were high, in the following years reality has not met the expectatiotgrrneithe private nor in the public
sector. The situation is incomparable to that of the early days of capitbdisurse. Nonetheless, fundamental
changes in the economy, labour relations and management strategibsauwy pressure on the quality of
the workplace and account for the demise of “good work”. The trends di eirie #cts for di erent sectors,
jobs and companies. In general, the more highly educated seem to be bettesamé sectors and for
some types of jobs, the optimistic scenario actually seems to have beamatiy.a r

There is direct and indirect evidence to show that - on a much larger scale thaallysassumed -
employees experience anxiety, a lack of respect and igetuthe workplace, causing resignation and
popular discontent. Human capital, one could say, isyeadér used. In the private sector, the company as
a community of interests is under pressure; in the public sector itssjgmadd®thic is being eroded. Our
knowledge about these processes may be incomplete, but it is clear thawith@yportant for social
democracy in the years to come.

What social democrats need is not only an agenda for the labour market, but alsageanda for
“good work” in the workplaceSocial democrats are currently faced with unresolved questions oHlogyd
understand the workplace? What is Labour’s perspective on laboui?imeejthan just earning a living? Do
we regard the workplace as a place for economic democracy arghbsdtion and as a place where respect,
control, craftsmanship and professional ethics relgig?time to put these questions back on the agenda.

‘ Frans BECKER deputy director of Wiardi Beckman Stichting and editor in chief of the WBS yearbook.
Pim FAULUSMAIs a junior researcher at the Wiardi Beckman Foundation, the think tank of the Dutch
Labour Party.

18 Standing, 161-162.






ByHannahJAMESON

Thirty years ago it would have been unimaginable for the centre-leftaio apsocial democracy without
industrial democracy. Throughout the history of the labour movemestitain, greater democracy in the
workplace has been seen as the best means through which to tackle theifiesgofbower and resources
generated by capitalism, ensure fairer distribution, andoesp working people. Whether through
cooperatives, mutuals and other forms of employee owipetshde unions or co-determination, the centre-
left held on to the belief that the economy was best governed through detitocudtures and structures.
From a social perspective, there was a recognition that the powemsethd prevailed in the workplace
were intimately connected to power relations in society,that to meet the needs and aspirations of the
electorate, the centre-left must speak to both.

In 2011, the centre-left in Britain is hurriedly reassessing its écomaahe! in light of the global nancial
crisis, ensuing recession, and uncertain prospects for grolghconsiderable interest in cooperatives and
mutuals among politicians and others re ects the crisis of trust in Ute$siaind shareholder capitalism in
general. It is a starting point for a wider discussion of how sustainabsbes are built, and as part of that,
how workplaces are governed, what role the workforce has in decisiomgpaatd how the proceeds of
growth are shared. In short, whether social democrats should be prepaseguée again for greater
democracy in the economy as part of a new sustainable capitalism.

Industrial democracy has been described as “incapable of de nitidréisas the tendency of the left, it
has often been reduced to the institutions and structures that bestgtterdeliver it. At the turn of the
20" century industrial democracy, as described by the Webbs, was mynsnwith trade unions and

1 O. Kahn-Freunbhdustrial Democrachhdustrial Law Journal, Vol. 6, No. 1, 1977, p. 65



collective bargainingBy the 1970s and the infamous Bullock Report, industrial democracyibgaded
with discussions of worker representation on company boards. But bdysrapéci c historythe term
recognises that workplaces are places of competing interests, and that demracy is the best way of
ensuring that justice is done and interests are reconciléidre ects the belief that certain civic rights,
particularly a right to voice, are inalienable and should apply whethereos on the street or in the
workplace.lt is this broader de nition which is used in this article.

The last substantial discussion of industrial democracy in Biotapidoe within a speci ¢ social, as well
as economic, context. Post-war social democrats saw industrialrdeynas the means by which the class
demarcations that shaped the social and cultural landscape of Britain eoddréawn along egalitarian
lines. Crosland, casting his eye over unequal 1960s Britain, saw thegatti@ediin power across society
were reinforced by disparities in the workplace. He notedtilhpowerful in uence of work relationships on
social attitudesshop oor and management were separated by culture, class, status arrdBatverosland
did not prescribe any change in ownership, or industrial democracy entteecf the appointment of trade
unionists to company boards. Instead he proposed a renewed attack oniglagepn industry, mechanisms
to assure workers of fair pay and the spread of enlightened managemeiaegract

Much of course has changed since Crosland’s day. The large scale imaludtominated the British
economy and led to concentrations of power is long gone. At the bagiohihe 1950s just four per cent of
young people went to university, now it is 40 %. The demand for unskilledHabaleclined dramatically,
and certainly those without skills are unlikely to nd secure and dgpeaid employment as they once did.
Although research still shows the e ects of class on entry to elitetinsstand certain professions, it no
longer determines social and cultural life in the way it onceBditidoes it mean that the centre-left should
simply consign industrial democracy to history, and what doe ibjodoing so? Are the workplaces of the
early 2% century now a benign in uence, or do they still play a role in shaping sociacmhéc relations?

New Labour and industrial democracy

Following 18 years of conservative government, New Labour'sapelit;omy centred on attempting
to reconcile economic e ciency and social justice. But other socisktrajectives such as social harmony,
stability and democracy barely featured for a party whose focus was rmigaumaaging the development
of an economy capable of generating the returns necessary to supporé&utepels of public spending
and rising living standards. Indeed, within the econorstodise of the late 2@entury it was hard to make
sense of arguments that were not couched in the languageeafegre ciency or improved performance.
When measures were put in place to democratise the workplace — for exagripfertimation & Consultation
of Employees regulations (legislation deriving from a Europeativdiye- the change was justi ed in terms
of the evidence of improved performance arising from employee invehteind received little support
from government once in place.

Perhaps re ecting this narrow economic thinking, New Labour'slretpromoting a more democratic
economy was inconsistent. The idea of the stakeholder economy, edyeamticularly by Will Hutton’s 1995

2 S. & B. Welbdustrial Democradypndon; Longmans, 1911

3 C.A.R Croslarithe Future of Socialidrandon: Jonathan Cape 1966

4 Seebnleashing AspiratielThe Final Report of the Panel on Fair Access to the PRifessioed.by Alan Milburn to the UK Prime-Min
ister in July 2009.



book,The State We'reHad some in uence on New Labour thinking before they entered governiment
could not match the strength of the City when it came to in uencing policy. dinp&hies Act 2006 nodded
to the idea of a group of stakeholders, separate to shareholders, whasdindetors must take into account,
but the much vaunted Operating and Financial Reviews which would havelgaihgompanies to report
on aspects of their workforce management — encouraging investoreta takger term view of company
performance — were quickly withdrawn by the then chancellor to prevgriuether ‘burden on business’.
The concerns about short-termism and its e ects on the wider UK econowrty kad been prominent in

the early 1990s did not gain much attention until the global nancial. crisis

Against the hopes of many social democrats and trade unionists, New Inadiatained relative
neutrality on the role of trade unions. This meant that one of the key levarsafer gemocracy in the
workplace struggled to develop and legitimate this aspect of theitidanm the minds of employees.
Therefore, despite growing employment and more favourable empldyiaentrade union membership
continued its decline, and the breadth and scope of collective bamgalicimot substantially expand.

Only in the dying days of government did New Labour make concerted e ortsltesadhe power
employees had over their working lives; their desire for securitye atstaik; opportunity; and voice. The
answer provided was employee ownership. Ideas for widempjoyee share ownership, public service
cooperatives and mutuals abounded, and formed a key election battledgfeart of what made this type
of approach so attractive was that it provided something that policysnaker government could do to
actually deliver change in the workplace, which up until that point had $edi cult. The downside was
that it was never going to be an agenda that a ected the majority of employdes Ukt

The new politics of the economy

Some social democrats will always support the aim of usipgrded democracy to temper the excesses
of the market, devolving power to employees, communities and othehstdkrs. But there are also reasons
to suggest thathe new politics of the economy which have emerged since the global mal crisis and
recession make it not just desirable, but necessary for the centre-tefjround its economic approach
in a new social market framework, with economic democracy runningotighout.

Trust in business, and its ability to bene t society, is at an all time l@ughAlttamaged by the global
nancial crisis, according to some (including former CBI directerajdrichard Lambert) the depletion of
trust is not recent, but part a reaction to the “unsettling” developmenpitéican in the UK over the last 20
years The weakening of the national political and social boritlshwsiness, linked to the globalisation of
capital; the pursuit of maximum rather than adequate pro ts; and théageuof executive remuneration to
shareholder returns and its implications for short-termisre, dihaltered business culture in the UK. While
public reactions to such changes may have been muted in perfaslsstained economic growth, their
concerns about the value of business in the UK are now being expresseti fhwputar protests such as
the UK UNCUT group as well as through support for other models of ownership.

In addition bonuses and pay have become a signi cant political issue éos @otross the political
spectrum, and intense media attention has concentrated awarenéss‘o$tand them” economy. Pay at the
top in both the public and private sector is largely seen as unjust anditeini€he government’s apparent

5 Speech by Richard Lambert, director-general of the CBI, March 30, 2011, RSA/Sky Sustainable Business Lecture Series



inability to respond to the public’s dissatisfaction with privat®ispay and bring about change has only
added more fuel to the re. It would be wrong to suggest that concerns with pay aptted the private
sector are new, but taxpayer support for failed nancial instituticthgliagult labour market conditions
have heightened frustrations.

At the same time, it is clear that even during the sustained economic grovith lakt 15 years, the
bene ts of growth were not shared equitably across society. Althoughrmyoent redistribution and
interventions such as the minimum wage helped to reduce levels of povagg stagnation — particularly
for those living on average income levels — meant that many failed to see mrmeimgnt in standards of
living. In-work poverty increased over the last decade, and may welénfirgther as bene ts are cut for
those in work. Pay awards remain low and in ation highthe same time, public support for redistribution
has dropped dramatically in recent years, and it is questionable whetheentre-left government elected
in the next few years would be able to simply increase tax-credits and athdsbe

Finally, the attitudes and expectations of workers have chantedonsequences for the centre-left. The
turmoil of the nancial crisis and recession has placed security at thedoployees’ list of priorities. This
spike may be short-term, but it highlights a truth about modern employralationships; that many are more
than transactional economic relationships, they are also a soureetiy,idvellbeing and community. This
means that a dynamic economy in which changes in ownership are edsgtatelels of competition drive
continuous change can be unsettling for employees. The pace of chandsajsspen inevitable part of the
global economy, but its negative e ects on employee wellbeing are dyadedrby workplace practices that
give employees little autonomy, control and in uence. The consequendeis disempowerment are well
documented in the epidemiological literature: higher levels afsstned poorer health.

These changed attitudes to business, pay and employment relat®pstifde both opportunities and
challenges for the centre-left. In light of changing publidts and priorities, the maxims of the mid 1990s
on what was politically achievable must be critically re-examined.

Industrial democracy today

The 1990s discussion of the stakeholder economy and social marketsppasescby the in uence of
shareholder value on New Labour’s thinking, market pessand the reliance on returns from booming
nancial services to fund public service investment. But the globatialacrisis and the recession have
changed the landscape. The social markets in countries such as Geisnassed in the past for poor
performance, seem now to have lessons to o er. Can an agenda which arguesreodemocratic economy
o er Labour a route through the new politics of the economy?

The centre-left’s reconnection with employee ownership is importante&ter variety in ownership
can help challenge business cultures and provide choice within the marBeit its limitations must also
be acknowledged. Employee ownership itself has little impact on ttegrparfce of the organisation if it is
not accompanied by high levels of employee involvement and participatidnemployee ownership is not
an automatic guarantee of such democratic cultures. In a sense, the meedtfee democratic structures
is therefore as important here as in the wider economy. The centretti'stiin mutuals and co-ops may

6 A. Parkehk, T Maclnnes and P. KeMeaytoring Poverty and Social Excl@§id@, York: JRF, 2010
7 M. Marmot et al., various publications, the Whitehall |l study



have been a re ection of the immediate post-crisis political climatéd, ibis to be a serious part of its vision
of the future economy, then it must be accompanied by a clear stadeling of the conditions of success.
The centre-left's enthusiasm for employee ownership shouldaanot be a distraction from the reforms
necessary in the wider economy.

However much mutuals and co-ops thrive in the coming yeasnéjority of employees will continue
to work in privately owned enterprises. What will Labour’s o er to thesensde? How can it meet their
desire for a fair share in the success of the company, security, in uencppartdnity? Independent of
government, the recent recession has shown that employer attitudes veorkforce are changing. Despite
a 6 % drop in output, the fall in employment to date has been just under two per cent.thispzan be
accounted for by a higher skilled workforce that is valued by the emplalybaahto replace. This subtle
power shift, where an individual’s skills are an important bargaimngiavides a new context in which to
implement reform.

Businesses may increasingly recognise their workforces as Istaigetnith an important role in their
success, but changes that might ow from this grind up against the demdngisnerating immediate
returns for shareholders. If the UK is to move closer to a stakeholder edbeonthe strength of the
shareholder value model must be challenged. As the UK attempts to rebiédarconomy, long-term
investment in sectors with export potential will be important. But dsvenlCEO Paul Polman has pointed
out, the pressure for businesses to deliver quick returns to shorhmehaders undermines the ability of
leaders to focus on long-term development, success and sustainatilipylévate the relationships with
employees, communities and supply chains that might support thisagthgovernment set out sensible
proposals to slow the pace of hostile takeovers and give greater voice taréteokters of the target and
bidding company to ease some of the pressure, but more will need to be done. §ha which the tax
system and regulatory framework might be adjusted to encourageitiosi#l investors to take a longer-
term view should also be re-examined. Executive pay needs to be alignedotagtherh success of the
organisation, not shareholder returns.

The recent government led debate on public sector pay has shown how quiakly olorpay can
change. The benchmark of £140,000 — the prime minister’s pay — has quickbtdigshed as the reference
point for executive pay across the public sector. In the private sectavyérargent clearly has less direct
power and fewer levers to pull, but the public sector example does suggegbtiernment can lead and
channel public opinion and help to establish new norms. Whilst aclagindethe competitive pressures
some business face, the centre-left should lead the debate on what pay id fbe processes through
which pay is decided. Remuneration committees currently face tedittitiny and companies are under
little pressure to increase transparency on pay. This is not just a questamuteremuneration. Reforms
to bene ts will mean that wages will play a more important role in income, ahdreoniust be new norms
on what constitutes a living wage.

The annual bank bonus season has shown again the political di culty goests of any colour have in
regulating private sector pay. Beyond the question of legitimacyalcgotrernment regulation can be
clumsy and di cult to enforce. Although there may be a case for targetedatEguon pay, it may be more
desirable and practical to look at ways to empower stakeholdeescarhpany level to in uence pay awards.
For example, the push for an export-led recovery will place demandsrdasiimg productivity in many
industries, which the workforce will be crucial in delivering. iRarifdn non-unionised workforces, it will be



important to look at what structures would be necessary within the compamgtire that employees gain
a fair share of productivity gains, and have con dence that pay is fair.

The UK already has legislation that allows employees in workplacegewBl employees to trigger a
process through which a representative employee forum must be ebtablio inform and consult with
them on change within the business. It has been a signi cant departure feotrattition of UK industrial
relations and as might be expected, has struggled to take o. Awarenesg amgployees remains low,
and union apathy has meant that there are no actors supporting employegamiser However, there are
pockets of success and it is an important step in introducing more defoatrattures into non-unionised
workplaces. If the nancial crisis revealed anythinghétiboards alone will struggle to govern our complex
companies e ectively. Other stakeholders, particularly those witintamate understanding of the
organisation, need to be given a stronger voice to hold executives tanaccou

There is little the UK can do to slow the pace of change associated with partigipdtie global
economy, but there is convincing evidence that where employees fgehdve a voice and can in uence
the consequences of change, stress and insecurity are reduced, Vtiitke pese ts for health and wellbeing.
There is great potential to enhance and strengthen these arrangementsiriyy amiareness, providing
funding for the training of representatives, and enhancing links wiibings It would be worth examining
whether employee forums could have a role in increasing con dence inyaButaagain, these structures
are only likely to thrive where employees are seen as real stakeholweerT@mployee forums are
concerned with issues of work organisation and have little in uenceaigg@t issues, unable to penetrate
the board room agenda.

The question for the centre-left is whether to challenge the dichotomy betwedre tdomain of
politics and the domain of markets in order to take a more developmental appfoscthe economy and
the role of the workplace within itA centre-left party entering government in the next few years will face
considerable pressure to deliver growth, employment and publiorsiEsestment, but a return to the
economic model of the 1990s is unlikely to deliver the sustainablelisapiten which con dence in
Labour’s long-term economic competency will rest. A low-growth econordychanging public
attitudes provide grounds on which to formulate a new response, t@gdkininequality of power and
resources at the source, not solely through a redistributive Btate2nt models of ownership will be
part of the solution, but the centre-left must be prepared to put in the hard work ofvdm®ping
democratic structures and cultures within workplaces capable diltenging and holding leaders to
account. However, the success of demaocratic structures in in uencingid®n-making will rest on the
extent to which they are seen as true stakeholders; for this, further refornogdarate governance will
be necessary.

Work is not only a means of securing wages and adequate living standards;ritirgransic source of
satisfaction and a core part of the growing interest in issues of qualityfefdnd human satisfaction.
Making such a reconnection between the domain of politics and markets mightldeahe centre-left
in Britain to attain a new radicalism and a new vibrancy, forging a meanomic settlement for the post-
crisis age.

‘ Hannah AMESONS head of research at the Involvement and Participation Association (IPA)
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This chapter focuses on the policy and political challenges surrogatiagational inequalities and
how they a ect social democratic constituencies. Inter-gem@altijustice is a problem resulting
from a number of intersecting social trends in contemporary Europe#tiess Put simply, the
ageing of populations, increased female labour market ipatian, and reductions in fertility rates
mean that in the future declining numbers of economically activenstinmeist nance a growing
pension burden. The paradox of this scenario, of course, is that theseajgitomends represent
historic achievements of the social democratic programme.

Notwithstanding this, the authors in this section are united in thesf thedt without reform, existing
European pensions systems predicted on an erstwhile snapshot of thatfmopwill lead to tensions
within and between generations. The success of the social democogiampme in creating
solidarity between the generations is at risk of coming undone.

Forward-looking reform to ensure that this does not occur must be linkecetewed e ort to
implement an EU social investment strategy. This entails “shiétisgdial policy centre of gravity”
towards early childhood and general education and labotkettaining, and increasing resources for
youth-oriented social investment based policies. (Anderson priaé&elief that investing in the future
of the young is foundational to the well-being and secufitlder generations is similarly emphasised
in a contribution from Sweden, which highlights the insurance diorein$iold-age social security,
pointing to the Swedish experience as a model of fair pension reoriganigaédborg p. 119).

EU member states’ pension systems face a two-fold dilenadadnacy vs. sustainability, and in the
problem posed by the inequality in the distribution of risks (and pimtgetcross social groups and
generations. More than anything this requires social democratgaio @n dence in a forward-
looking reform agenda. (Natali p. 112) Finally, the economicarslieiatployed a ect our perspective
of issues of generational equity. Itis argued that in order to take génmpsbblems of intergenerational
justice, social democrats must extend their focus beyond GDP per (tapuita p. 125)



ByKarenANDERSON

Two challenges dominate debates about the future of social democradyessustainability of European
welfare states. First, the dramatic ageing of populationesmagrecedented pressure on social protection
institutions that were designed for a high fertility, high empéytrhigh growth socio-economic context.
According to the most recent projections of the European Union, the npi@pof people aged 65 and over
in the EU-27 will increase from 17% in 2007 to 30% in 2060. Moreover, thedatlg péedons to working
age persons (age 15-64) will increase from one to four today t@ dn® tin 2060. Population ageing
coincides with a second challenge: rapidly changing labouretsadnd employment patterns. Full
employment for standard, full-time workers seems to beng tfithe past. Instead, “dual” or “segmented”
labour markets have emerged in many European econeoroleaacterised by high levels of youth
unemployment, the expansion of part-time and atypical work, andteetdong-term unemployment.

To be sure, we should celebrate population ageing to the extent that itgeisiog standards of living
(increased life expectancy) and the ability of women to choose theicoadihder which they bear children
(declining fertility)Yet we cannot escape the very real economic, social, and political consacpse of
ageing. We should also embrace the decline of the standard employmentioiahip to the extent that
it means saying goodbye to the standard full-time worker de ned as a male lowaner who was
usually white.Nostalgia for the “golden age” of full employment and high economic lytbvat lasted from
about 1950 to 1980 is really a false nostalgia, because the “golden agaailyasnig golden for white male
breadwinners; it certainly was not a golden age for most women and ragidrdb not mean to argue that
full-time standard employment is not desirable, only that ageing aitiyrapanging labour market patterns
— as destabilising as they are in many ways — also partially re ect tremeyuialysregress.

How can social democracy respond to the intergenerational inéggsialitand potential conicts —
produced by population ageing, shifts in family patterns, and charegdogrl markets? The response |

1 See for example, B.Palier and K.Thedétutionalizing Dualism: Complementarities and Change in France and Raditinarand Soci
ety, 2010, vol. 38, no. 1, pp. 119-148.



propose here emphasises three core values set out by Jane Jenson: guseconity, and social inclusion.
Autonomy refers to the capacity to form an independent household; security me&aving access to
su cientincome, health care and housing; and social inclusion meansipapating in collective/societal/
civic life2 An inclusive society that promotes autonomy and security must put thesengiples to work
not only for the working age population and retirees, but also for those under the af18. The challenge
for social democracy is to devise a policy approach that unites, rather thanle$/ithe generations.

The single most pressing challenge related to intergeneratiogakiitg concerns paying for the pension
and health care costs of growing numbers of pensioners. Appealing to stiomeafi a “contract between the
generations” is particularly problematic in this contegtibge this is just another way of saying that current
workers —who had no in uence on the contract in the rst place — should nanmntpensions. Such appeals
are clearly unsustainable in the light of rapidly rising old age depsndgios and tight government budgets.
Moreover, growing levels of spending on the elderly crowd out spendinigeckinds of social investment
strategies that should be at the heart of social democracy’s poldjeat irreturn to this point below).

How, then, should public, pay-as-you-go pensions be reformed? In mythgefairest and most
progressive approach is to weaken, if not sever, the link between theligasenecollective pension systems
(both public and private). The heart of the “pension prdbliesiin the fact that fewer and fewer workers will
be nancing more and more pensioners. The more that pensioners bekgvpehsion rights to be earned
(on the basis of contributions on earnings) and therefore to hasgéatius of rights, the less likely they will be
to support pension reductions. This dependency of older generations on ycumge often generates
severe distributional conict when revenues are not su cient to covemsfpn costs, because neither
pensioners nor workers are likely to want to cover the fgrahortfall. Thus the “contract between the
generations” is just as likely to unleash intergenerational cos icisao foster intergenerational solidarity.

The 1994/98 reform of the public pension system in Sweden demonstratemtbayenerational
solidarity can be replaced with intra-generational soliddritg. ATP pension system introduced in 1957 was
a de ned-benet (DB), pay-as-you-go schemide recent reform transformed the old DB scheme into a
notional de ned contribution (NDC) scheme. Financing nesnaay-as-you-go, but the shift from DB to NDC
replaces intergenerational solidarity viiitina-generational solidarity. Rather than each generation depending
on subsequent generations to nance their pensions, each generatigripays for itself.” Each worker in
Sweden has an account with the Swedish Pension Authority; contibiased on employment) are
credited to the individual account, and the balance is adjusted annyalig internal rate of return (based
on economic growth and wage growth) in the systérhe value of notional pension capital in an individual’s
account is also adjusted for changes in life expectancy for that pemgbrcsiorts

A second challenge related to pension reform concerns growing inoaueality among pensioners and
between pensioners and the working population (obviously these émdgrtake di erent forms in di erent
countries). The OECD reports that in the mid-2000s, people 65 and olderalvadage income that was

2 JJenson, n.8eeking a roadmap for gender and generational e§uagitgssive politics, vol. 4.3.

3 K.M.Anderson and E.M.Immer@uteden: After Social Democratic HegefmoByM.Immergut, K.M.Anderson and |.Schulze Tées.),
Handbook of Pension Politics in Western .EDxéqrel: Oxford University Press, pp. 349-395.

4 The ATP benefit formula was generous: the best 15 of 30 years of labour market participation determined the level of the pension (up
to a ceiling). The system was partially funded. Excess contribution revenue was placed in five public trust funds that invested in housing
and later in stocks and bonds.

5 The internal rate of return can be negative, as it was for the first time in 2010.

6 The new pension system also includes an individual, funded pension account called the premium reserve. See Anderson and Immergut 2007.



82.4% of average population income. Those aged 66-75 had highge avepenes
than those aged 76 and older. Women are more likely to beseeped in the
over 75 group because of their higher life expectancy, and their nalastan
earnings biographies (part-time, career breaks, etdt)irefawer earnings

and therefore lower pensions. The OECD also reports that in 13 of the 25 OECD
countries studied, the incomes of the elderly grew more quickly thanfthat o
the working population between the mid-1980s and mid-2000s.

These statistics point to growing pensioner a uence, even if awerag
pensioner incomes remain below that of the average income for the entire
population. In other words, pensioners have an increased capacitytaimai
an autonomous household, to be “socially included”, and to enjoytgenuri
terms of health care and housing. At the same time, however, the numbeits of fra
elderly are growing, as are the numbers of females over thefagh with low
incomesThe role of social democracy in responding to these trends should be to
improve the situation of the most vulnerable pensioners (often women ovej @&d
to devise a political strategy for increases in taxes for the most a uent piemers.

So far | have emphasised two policy responses to the consequences ofigo@geing:
switching from de ned bene t to de ned contribution pension schesrie order to reduce intergenerational
dependency, and increasing taxes on the growing incomes of pensionetsi to free up resources for low
income pensioners and to nance other policy priorities. Again, tiaetateness and feasibility of these two
policy options will di er across countries because of the di culfyroposing uniform solutions for what are
often vastly di erent institutional settings.

Shifting the social policy centre of gravity

How can social democracy apply the values of autonomy, security ahthslusigon to policies a ecting
the working age population and their children? And how can such a strategyht basis for an alliance
across generations? As many authors have noted, social investmédttsha central element in social
democracy'’s political programme. The elements | would like to esphase are policies that facilitate the
reconciliation of work and family, early childhood education, jolingjeand re-training, and labour market
activation (these categories are not mutually exclusive). As daliaatgues, welfare states have an “age
orientation” in the sense that social policies provide bene ts anitegto di erent age groups.

Every welfare state is characterised by its own mix of programmes aimerkat dge groups. It can
and should be the task of social democracy to shift the social policy cemtreityf\ghere possible toward
the education and development of children and young adults and to thenoont re-skilling and up-
skilling of workers. This is not to advocate deep cuts in pensions in omnde the expansion of public
day care, but rather to suggest a slowing or reversing of the increase iimgmensocial policies oriented
towards the elderly and raising taxes on the a uent elderly in order atearesources for more “youth-
oriented” social investment based policies.

7 OECD. 2011. Pensions at a Glance. Paris: OECD: 146
8 J.F.Lynch\ge in the Welfare State. The Origins of Social Spending on Pensioners, WorkersCantbGtigdre®ambridge University
Press, 2006.



Shifting the social policy centre of gravity towards early childhood
education, general education and labour market training has several
advantages that are central to the social democratic political projdsitst,
there is ample scienti ¢ evidence demonstrating that early childho
education is one of the most important factors in improving the eduedtion
performance of children from immigrant families and disadvantaged
families. Second, the old age dependency statistics | presented veirli
mean labour shortages in many European countries in the not too distant
future. This will increase the demand for skilled workers. Third, thasgsnp
on “skilling and up-skilling” will make labour market re-entry etisiena
spell of unemployment. Finally, the emphasis on education, skills and
employment should promote high levels of labour market participation,
especially of women. It is well known that women earn less than men, partly
because of part time work and career interruptions. These lower eaesungsnr
lower pensions and can be disastrous for the woman in the case of marigbwreak
In other words, investing in both education and increased labour markietpadion,
especially of women, will enhance the capacity of those below the age of 65taimen

autonomous household.

I would like to conclude by noting that the trickiest parts of the policy afpppoaposed here concerns
raising taxes on a uent pensioners and further increasing the labatket participation of women. Again,
the details of national institutional and political contexts wileshaw debates over these two issues unfold.
As the literature on “new social risks” shows, it is not impossible ical@alitbrs to forge alliances between
disparate groups who stand to gain from reforms aimed at modernisingmotéation:

‘ KarenANDERSON associate professor of political science at Radboud University Nijmegen, Netherlands

9 See for example, Hausermann, Silja. 2010. The Politics of Welfare State Reform in Continental Europe: Modernization in Hard Times. Cam-

bridge: Cambridge University Press.



ByDavid NATALI

Public pension schemes are one of the most expensive elements in the yddpit; but protection against
the risks of old age is at the core of social security and is bedueréagingly important in the context of an
ageing society. In the last two decades, pension reforms have been shdiggdehing eligibility conditions
(particularly for early retirement and disability pension schesoalif)g down the level of public pension bene ts
and their growth (in relation to wages); and moving towards increasiregnent age. At the same time the
emergence of new social risks has been dealt with through measuresddipealiow more people to access
public and private pension schemes (e.g. through lowering minimutribction needed to have a pension
bene t, the introduction of contribution credits for periods of ivégt etc.y).

Recent reforms have led to a certain degree of convergence. On the oneéhargdifukional design of the
pension systems is increasingly fragmented. Protection for thig eldhifting towards a mix of public and private
provisions. In continental, southern and eastern European es\@ermany, Sweden and Poland), the generosity
of the public pillar is expected to decline and to open more room for privtéteions. The apparent paradox of
the projected decline of bene ts and the parallel increase of public ispetsdiue to the impact of population
ageing. On the other hand, the increased role of private protection haledd for stronger public regulation
and new forms of public/private mix.

Present and future policy challenges

Despite reforms introduced in the last decade, old and new challengasfaemmnfbeing solved. Here | focus
on three major challenges a ecting pension policy: population agabgut market transformation, and the
most recent nancial, economic and scal crisis.

1 See D.NataRensions in Europe, European PerBiassels, 2008, PIE-Peter Lang



Population ageing

As a result of progress made in the average standards of healthcare gnofdjtealn European countries we
observe a progressive increase in longevity. As Barr and Diamotidsnistan historic success of the European
welfare states, but it should lead to a new (problematic) balance betwssratgmns, with the growing number
of old age people and hence of the non-active populafitre second factor which contributes to the ‘demographic
crisis’ then is represented by the continuing growth in the number ofreanker 60, at least until 2030, when the
so-called ‘baby boom’ generation will become elderly. Enatrgtion is numerous and when it reaches retirement
the balance between the active and non-active population will be nelyatiected: Third, low birth rates will
further impact population trends. A number of elements, such as désiitti nding jobs, costs of housing, new
study, and working and family life choices have all contributed to asgeitrdertility well below the population
replacement level (equal to 2.1 children per woman).

Labour market transformation

Labour markets in Europe have experienced a set of important innevatsimdustrialisation and the
tertiarisation of employment, the massive entry of women into therldbme, increased instability of family
structures and the de-standardisation of employment. These tretidg)digidually and in interaction with one
another, have altered structures of social risk in western sedietivany EU countries pension reforms have
consisted in the reduction of public pension bene ts, while labouratsaniave seen important changes towards
more exibility, lower employment protection, and activation. mescases the combination of these two
processes leads to increased risks of pension gaps, especially facsgingeoaps (atypical workers, women,
migrants, etc.).

Many analysts have talked of new cleavages between insiders andgutstdatter being at risk of income
losses in their old agdhis is particularly the case with pension systems based on contributioineniyn
supplementary funded schemes (those based on a de ned-contributiic), Ibut public pensions nanced
through contributions (e.g. notional de ned contribution systemsh &weden, Poland and lItaly). Periods of
inactivity, low contributions (due, for example, to low wagek)imited or incomplete coverage of supplementary
schemes may be the source of this gap.

Financial, economic and debt crises

The collapse in stock markets had a profound e ect on private pensionsiyncomatries. They are an
important part of retirement-income provision and, in some courtti®gare already mature and play a signi cant
role in providing old-age incomes. The nancial crisis then spawned man@carisis in which output is falling,
unemployment is rising fast (and is expected to reach 10% of the work{oi€}) an? earnings are under pressure
from wage cuts and shorter working hours. This reduces revenues framn pensibutions and increases the
demand for unemployment and other benestévhile it is still too early to predict the precise consequences of the
crisis for pensions, some initial impacts can be assessed. As for penpiti schemes, short-term e ects have

2 N.Barr, and P.DiamoReénsion Reform, A short G@aérd, OUP, 2010

3 See D.NataRensions in Europe, European PerBiassels, 2008, PIE-Peter Lang

4 G.BonolThe Politics of the New Social Policies. Providing Coverage Against New Social Risks in MatuRoli¢yltard Baditiess, 2005,
Vol.33, No.3, p.431-449

5 M.Jessoula and K.Hinrichs, (édddpur Market Flexibility and Pension Reforms, Felxible Today, SecurédruioorrBafgrave, 2011

6 OECL[Rensions at a gland&aris, 2011, OECD, forthcoming



been limited. Pay-as-you-go schemes are largely immumetiat-term nancial crisebut the long-term e ects
may be considerable and lead to further adjustments to secure thesiahdability.

Firstly, they have been used as “automatic stabilisers” to mitigatetehtiapsocial consequences of the
negative economic situation, which is expected to increase socidirgp&é many EU countries. Secondly, the
economic downturn has coincided with new challenges to the nancialisability of social protection: growing
unemployment and negative GDP growth represent a losseniue¥or welfare programmes and thus may lead
to the deterioration of public budgets. As for second and third pillamsshéully-funded schemes have seen
more direct e ects. Investment losses and negative rates of reterbédmv massive.

‘Adequacy vs. sustainability’ and ‘socialism vs.
individualisation’ of risk
Pension systems in EU member states are under revision, and yet théyleaénstilith old and new

challenges to their long-term viability. Decision makers and slddéeshare in need of solutions to face the
renewed (two-fold) pension dilemma.

Risks’ Socialisation ‘INEQUALITY’
Golden Age A
Silver Age

‘Adequacy/Sustainability’

-
Adequacy Sustainability

Risk Individualisation

v

Figure 1: The pension dilemma

The dilemma is based on two dimensions: the rst has to do with the right balaneersocial adequacy
and the nancial viability of pension systems; the second with thealitggn the distribution of risks (and
protection) across social groups and generations. Both represk&ribathie long-term political sustainability of
the generational contract at the base of contemporary pension systems.

The ‘adequacy/sustainability’ dimension

Adequacy and sustainability do represent an apparently intractabiendil Pension systems at the beginning
of the 2% century are dealing with the trade-o between granting adequateuress while improving the
nancial sustainability of both public and private paogmes. The challenges outlined above are putting huge
pressure on the renewed public/private pension systems. Anatdgaatection means rstly providing resources
against the risk of poverty in old age. Yet the capacity of pension systewmlisatequaverty is still questionable.

7 In pay-as-you-go (PAYGO) schemes, current contributions paid by both employers and employees (or revenue coming from current tax
tion) are not accumulated but rather immediately used for financing current benefits.



Figure 2: At-risk poverty rates among people of retirement age (65+), workmmage (18-64) and the
total population (with 60% of median income as the poverty threshold), 2008
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Problems of adequate protection concerns social insurancefgsrelated schemes too. As shown in Table 1,
bene t ratio and (gross) replacement rates from the public pillar aeetegpo decline in major part of the EU
members.

Table 1: Projected evolution of bene t ratio and gross replacement rates2007-2060

Problems with providing adequate protection are paralleled by rateigions. Despite the reforms
introduced in the last decades, the nancial sustainability of botlicanial private schemes has to be improved.
Figure 3 shows the projected increase of public pension spending in thgelld. i#\the major driver of the
increase of public outlays.

Bene t Ratio (%) Gross Average Replacement Rate (%)
Public pensions Public and private pensions Public pensions Public and private pensions
2007 2060 % change 2007 2060 % change 2007 2060 % change 2007 2060 % chang
BE 45 43 -4 45 42 -7
BG 44 36 -20 44 41 -8 36 49
Cz 45 38 -17 33 27 -17 33 27 -17
DK 39 38 -4 64 75 17 33 83 0 71 84 18
DE 51 42 -17
EE 26 16 -40 26 22 -18 28 16 -41 28 31 9
IE 27 32 16
EL 73 80 10 61 67 10
ES} 58 52 -10 62 57 -8
FR 63 48 25
IT 68 47 -31 67 49 -26
CY 54 57 5]
LV 24 13 -47 24 25 4 33 22 -33 33 33 2
LT 33 28 -16 33 32 2 32 29 -10 32 37 15
LU 46 44 -4 46 44 -4 53 62 17
HU 39 36 -8 39 38 -3 49 38 23 49 43 -13
MT 42 40 -6
NL 44 41 -7 74 81 10
AT 55 39 -30 49 38 22
PL 56 26 -54 56 31 -44
PT 46 33 29 47 33 -31 58 56 -3
RO 29 37 26 29 411 41 36 44 20 36 49 34
Sl 41 39 -6 41 40 2
SK 45 33 27 45 40 -1
FI 49 47 -5
SE 49 30 -39 64 46 27 49 31 -36
UK 35 37 7
NO 51 47 -8

Source: Commission services, EPC.



Figure 3: Projected change in the public pensions / GDP ratio (2007-2060)

HU = Social Security Pension/GDP

Source: COM 2010

Distribution of risk: inequalities in old-age protection

The broad recalibration of pension policy has also produced impdigaitbutional consequence®n the
one hand, in many countries reforms have led to a more complex institséitiimg consistent with fragmented
pension rights. Encompassing protection against the major sd@ahais been reduced as a consequence of
retrenchment; and the extended coverage of new sociahaskiseen based on selective interventions (largely
based on targeting). As argued by Palier, for Bismarckian welfar¢hstatese fragmented protection against
social risks is leading to di erent ‘worlds’ of welfare for di erera gpoups.New forms of inequality have emerged
across di erent welfare regimes. And this leads to a more complexatoticof interests through more fragile
social and political compromises. The increased relevéiice actuarial logic (both in rst and second pillar
schemes) is also consistent with such an individualisation of oldkage r

As shown by Hinrichs and Jessoula, the increased role of private schehead toadequacy gaps, especially
for atypical workers (part time jobs, short term contracts, etc.) adgsmads with peculiar and fragmented
working careers (e.g. womems illustrated in the British case, supplementary schemes may showem une
spread across occupational groups and rms (with large gaps espe&atigli and Medium EnterprisdSigure
4 below shows the protection against old-age risks in European ctortigeoups with di erent earnings levels,
and the distributional e ects of reforms. According to Zaidi, cosirzie be divided into three groups: countries
with reforms that protected low earners (that is the case of France, anddsK), countries with reforms that
strengthened the link between earnings and contributions (the cadebotalintries, like Poland, Slovakia and

8 M.Seeleib-Kaiser, A.M. Saunders and M. Naluiftykg the Public-Private Mix: A new dualisation of wedfseeprepared for the confer
ence ‘The Dualisation of European Societies?’, Oxford, 2010, January 14-16

9 B.Palier, (ed#d)Long Goodbye to BismaTdie?Politics of Welfare Reform in Continental Europe, Amsterdam, AUP, 2010

10 M.Jessoula and K.Hinrichs (ddsbpur Market Flexibility and Pension Reforms, Felxible Today, Securd-dndwrr®atyrave, 2011
11 D.Natall,essons from the UK? When Multi-pillar pension systems meet flexible labouivnisdsdsla and K.Hinrichs (edsbpur
Market Flexibility and Pension Reforms, Flexible Today, Secure Tontwnowalgrave, 2011



Hungary), and countries with reforms that resulted in across the badrdrite ts (especially southern European
countries like Italy and Portugal).

Figure 4: Reforms’ impact (on net replacement rates) by earnings level
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12 A.ZaidFiscal and Pension Sustainability: Present and Future Issues in Epa@eupmegsired for the conference Assuring Adequate
Pensions, Belgian EU Presidency, 2010



What strategy to tackle the pension dilemma?

What strategy and political o er can be proposed to European societispite icon dence and propose a
vision of social progress across generations? In the followingel @stiiategy based on three key steps to tackle
the twofold pension dilemma introduced above.

Firstcon dence in governments’ ability to reform must be restore@he alarm over revision of European
pension settlements has largely been exaggerated. Neverthelessnmitment to minimum security in
pensions is crucial to reducing poverty, and will be greatly fagibitatbe solidarity which results from collective
schemes. As Ebbinghaus notesy broad-based public policies and collectively negotiagpdagiifircan pool
risksand thus reduce uncertainty and inequalities.

Similarlypension reform must take seriously the “adequacy/sustainabilitilemma outlined above.
The key measures to combat this will involve increasing employment ratesiag all ages, as high levels
of unemployment will frustrate attempts to improve Europe’s econormdependency ratioFurthermore,
increasing the retirement age in a exible way based on ocoupetuld be a “win-win” solution to safeguard
nancial sustainability of pension programmes while increasing beria addition, pension markets must be
made e cient by ensuring e ective regulation and the right publicyaie mix.

Finally,the strategy must address the inequality dimension of the pensions wifea. Greater
protection for those in need must be pursued by a combination of measuresuditlg an increase in
basic bene ts for vulnerable groups such as non-standard employees — wammigrants, atypical
workers. Inter-generational equality should be ensured through a fastdbution of cost-containment
measures (e.g. reducing the phase-in periadBhis must be accompanied by allocating fewer resources for
regressive measures: tax incentives for supplementary schenaggldnstease inequalities; more homogeneity
in public protection (lower inequality through public bene ts). dmgntly, protection should be made more
encompassing through supplementary schemes. In this regardiysecutisavings gaps have to be tackled
through broader protection (via collective bargaining and/or mangaiiiemes).

‘ David NATALIlis associate professor at the University of Bologna and research director of the European
Social Observatory in Brussels

13 B.Ebbinghaus (ed3he Varieties of Pension Governance. Pension PrivatisationOxfaradp@d/P, 2011
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ByAnnaHEDBORG

Western societies are growing considerably older, to the extent dagt naore than half of new born
girls can expect to live for 100 years. Figures from Sweden, which can hksgensuggest that in 25 years
those over 85 will have doubled. Growing old means that opportunitiedffozlsnce diminish toward ever
greater dependence on others: the closer we move to times of dependensmadlier are the opportunities
to do something about it through one’s own e ort.

Lead times, therefore, are long. Not only does it take a working life spashuip laudecent pension, but
to retract pension promises for those who are close to retiring age cresitestea distrust. So does happy
short-sighted negligence of future nancing problems of health and Thmse who are middle-aged today
know that they are tomorrow’s elderly, and will therefore start wgatgrades before their actual need for
care. If they do not have faith in the su cient strength of tomorrow’s pubtioces they will lack the social
trust which comes from knowing that future probable needs for care will beynpethtic well organised
trustworthy e orts.

From this perspectivggensions and care can be understood as insurance. Life is a risky business,
because we can all be a icted by contingent events, such as re, theft, illnessemployment or, in the
case of pensions, a long life. Those are risks that will occur, but we don’t knowasmad to whom and
when. When people collectively pool their risk bu ers, they can beaiah better covered individually at
a much lower cost than when they are forced to build up individual precautions.

Insurance, then, is a useful social invention. It deals with riskelmwaannot decide to join when the
event insured against has occurred, and thus it is paid for in advance andt¢baeaedered is the knowledge
that if something happens one is covered. Insurance is about addresdigties, and to ful ll its task of
creating security it is important that conditions are known and conwamewi in advance and cannot be
changed after occurrence of the insured event.



These are preconditions for elderly people’s feeling of security easpeqt of ageing further. Alternative
individual solutions to pensions and care needs are less and lessesasithb risk of needing the services
grow. To realise that society is no longer prepared to carry the cost of what yitmiyewpaid your taxes
and social fees — had reason to believe should be there for you when needs ibquabably lead to
feelings of deceit and insecurity.

Social democrats will be judged by the social security
experience

Social democracy did not invent social security and public respongdsilsocial services, but these
themes were developed as its hallmark. With great self caredsatial programmes were looked upon as
social investment: healthy, well fed, economically secdrevelheducated people would work with greater
e ciency and thereby pay back. It was argued that raising the standard foulalimeease both productivity
and equality. And equality was not only to be the outcome of better edudadialth care for all and universal
income security. By organising child care, schools, care and socie swcurity in universal public
organisations people would also in practice live under the sameioosdithe knowledge of which promotes
integration and social understanding. Social trust is one of the key ehhracteristic of societies with great
social democratic in uence.

This strength is at risk of turning from advantage to disadvantagedinsédnce is lostrhe social fabric
of our societies is so intertwined with traditional social m@cratic welfare politics that failure to deliver
is likely to mean both strong feelings of social distrust and a discreditedaatemocracy.

From the post-war era until the 1980s it was easy to be con dent about the souiarakc model.
Unemployment was low and the belief in potent economic policy was great fiossible to argue for taxes
and be trusted. Fast growing economies led to a belief that growing sogi@mmes could be nanced by
tomorrow’s incomes. Democratic and egalitarian values were atithait.r at least those were the feelings
that prevailed within most of political debate. In fact research irtalaitoward the welfare state and taxes
in Sweden suggests that they have never been more positive than now. Yen thena®that the old social
programmes are able to deliver or, more unlikely, that new programmeasiioéef is absent.

No doubt this is partly the result of a right wing political atmosphere thabhasaled since the 1980s,
but it also re ects a realistic judgment that some of these old presospt@ave to be redesigned. With
ageing populations on the one hand, and globalisation on the other, thawgschanged.

Economic e ciency and equality —
two sides of the same coin

Social democratic politics has always been at its strongest wdrernac e ciency and redistributional
success has worked hand in hand. Economic e ciency very often coingidesmwployment. Full, high and
evenly distributed employment means a competitive economy as well @sewvenly distributed income
than any redistributional programme. Hence, the important role full emefdyend labour market policy
have always played as the basis for both e ciency and equality.



It is not only that the social cost of pensions and care are a pressing burdercdonitiy generations.
In addition, the members of this smaller generation do not nd employserient enough to support
themselves. Unemployment does not a ect all young people, but plaricthose with bad educational
results. In the globalised economy, there are no longer jobs availateséowith a poor educational record,
and to this extent they risk becoming outsiders, leading to intra-aerel inequality and tensions. In this
scenario, the social integration within and between generationh, au important achievement of the
former social democratic agenda, faces the risk of unraveling intsqumblgenerational debate. In its
prolongation will follow increased individualism and less solideryefore, social democracy must develop
its solutions for the young to solve the problems for the old.

Solutions must be sought in two directions. One is to be as insistent on flolyempt for the young as
was the case for the older generation when it was young. This will be moreatadpti today’s world, but
without the sound economic and social basis of employment for all, tineealiatween generations and
social trust will weaken. High quality educational programroges rfiursery schools onwards and labour
market programmes including demand policies where necessary argjamat needs to be developed
with the old con dence towards social investmenbcial democrats must therefore emphasise that the
future of the young is crucial for the future of the old, thinking about howcsal programmes for the old
can be restructured in order to foster mutual solidarity.

Pensions and generational fairness

Providing pensions for the old is the most pressing issue of an ageing. 3Mtien the rst public
pension system was introduced in Sweden in 1913, retirement age wassGhgeawerage life expectancy
was under 60. Thus, the social pension insurance was genuine insuraa@@tlanot count on reaching
pension age, but in this eventuality, the insurance was there to support yo

Today the situation is completely di erent. Pension age in Sweden atc¢oumtries is at best
65, but expected length of life is on average 80. Most of what is often callied pensance is
not insurance any longer, but savings. Pensions should support at leas$ th yaearage. Not
until after that comes a period which could be regarded as “the risk of anluonguide.”

When almost everyone in a much bigger group requires support for at leastslthge
question of fairness between generations arises. When this group allas iegardless of
how generous their pensions were in relation to their earlier salary — imally faastion
of the active generations’ salaries had to be set aside to support the elgie the idea
of unfunded, pay-as-you-go systems, pensions could be deliveredréa retople
without waiting a whole generation for their own savings. All activelp@aid a small
fraction of their salaries as an insurance fee in case they were to suraye aye. The
younger generation could without hesitation solidaristicly pay ther @deerations’
pensions, knowing that they had an insurance promise to get the same ifineede

Even when the costs of pensions looked certain to rise, these worries segrbyothe
trustworthiness of economic growth. Even growing pensiwosld be taken care of by
growth so that they would not be felt to be too much of a burden on the younger. What was
unforeseen, however, was the degree to which people would survive eapittfarious nature of



continuous growth. With less economic growth the younger generationat be as certain as before to
live a more prosperous life than the former generation.

Pension systems had not been carefully constructed to relate peghkisrdiiectly to the length of work
by the individual, and typically they had a xed pension age. People f@radaccustomed to retiring at
a certain age and are very reluctant to work longer becaugetbleably will live longer, especially as most
systems don't pay higher pension if they do.

When, in one of modern societies’ great achievements, longevibgledppensions cost also exploded.
When cost increases in a pay-as-you-go system it has to be paid out of pockdte Whaig generation,
who an now foresee even longer lives, realise is that today’s pensiotsla@aeot sustainable; they realise
that they will not get today’s bene ts, at least not as early. Of course thielp wenegotiate the pension
contract, and of course the generation which is about to resign, or hay aégigned, will protest, for it is

too late for them to do anything about their own pensions.

The question of who is paying whom must, however, be reopened when
pension insurance has turned into so much of a savings system and so little
of an insurance schemén insurance those who do not require the insurance
(in this case those who die early) always pay to those who do need it (those
who live longer). Everybody gains something, because generallgynobo
knows in advance when he or she will die. What everybody gets from
the insurance is security in the knowledge that they will be supported
if needed.

In a situation where there is a need to save over almost the whole
life in order to a ord to live several years without working, there has to
be special reasons why one group should pay for another. There are
such reasons, and the good thing about compulsory social insurance is
that redistribution can be built into the system. But just because it is so

easy to build in redistribution, systems must be reorganised to be
functional in the new era.

Below | present the Swedish pension reform programme as an example
of how one can think about these issues. Every country will have totdake in
consideration its own institutions and history, but | think the Sweafishmr
has lead to a system which is quite compatible with modernsedabve all, it
is a system which was created to ensure justice between young and old in order to
maintain solidarity between generations. While the old systemdcakéf it was very
generous, it ran the risk of being over generous to the gédaration, and in turn too heavy
on the young. It was not sustainable and thus untrustworthy.

The Swedish pension reform

Introduced in 1960 after intensive political con ict the Swedish Atéthrswas long regarded as the
jewel in the social democratic welfare crown. It was comprised of an inelateel pension of 60% of
the income of the best 15 years of 30 years at work that was o ered at the age of 6hsibns pere



price indexed. The implications of the rules were that pensions werelaigerto wages and expensive
for the paying generations when economic development was poor, andopsensere low and cheap
when growth occurred. Those with long careers and at paycalyp blue collar workers, paid for the
pensions for people with long studies and steeper wage careers. Whaildid 80 or 45 was irrelevant,
which made it possible to earn a second pension abroad, but also allowedyiiog stahome with
children and make a career later (something which proved more usefub&ndcavomen rather than
working class women). The 15/30 rule also meant that working after 65idftest day at all in higher
pension.

Incentives and distribution e ects were in fact negative and it was easyded economic developments
where the young generation would have to pay for the older generationstberigch they could never
count on for themselves.

No escape from reform

Five parties and 90% of parliament agreed to a reform package where all incolife siveuld count
the same. 16% on income is assigned to a personal notional de ned acceuadimt on the account is
indexed with each year’s average income increase. 2.5% on isqmmen a real account in a fund chosen
by the individual.

From the age of 61 you can choose when and how much to take out as a pension. The sum on the
account is divided according to expected remaining life. Even afiieg started to draw on the pension one
can earn more on the account for as long as they like.

The most important redistribution in the system is a minineawel supplement paid by taxes for those
who have not earned enough and the unisex expected life calculatiorh mieians that men support
women on average. Pension fees have also been built into unemploymentlaledge insurances, which
reduce the e ects of unemployment and sickness on pensions. Taxesonplhgla supplementary pension
fee for parents to children under 4.

The core principle is that all rights earned will be paid fenwhrned, either by pension fees or taxes,
and they will appear as an asset on the individual account and be indexedenditpeamncome increase.
Before indexation a total calculation of the system is made to see whétinelefation is sustainable. If not,
indexation is reduced that year, but could be repaid later when the econoimy pérision system has
improved. The economy of the system is not a matter of judgment, but a eatcafade nite rules set in
the formulas of the system.

To avoid retroactivity when the new system was introduced pension rightaleulated according to
both old and new rules for all born before 1954. The younger the person ther smeafortion of the
pension is paid according to the old rules. Those born 1953 get one twenitiettinér old system and 19
twentieths from the new.

What this represents is a tough, but fair and economically sound perstim.syeople are basically
forced to work for their own pension with well de ned exceptions ofaously chosen redistribution, which
is paid for in advance. If expected life increases, two thirds of thaeihaeds be working time if pensions
are to be as high as before. All this is foreseeable and individually coatetlieach year in an “orange



envelop”, which is very well known, not very loved, as iing tak tough truth about what it takes to get a
pension, but more and more respected as an honest contract.

Building social infrastructure for all generations

Welfare politics is fundamentally about young and old. Conditionkilinen and young people form
their opportunities to choose their own lives. Conditionslfterly must take into consideration that growing
old means shrinking possibilities to form ones own life aakfibre increased need for the security in
knowing what could be expected from society. Old people do not want to bgoinséisle or demanding.
They are parents and grandparents to the young and it is normally importaenfiandt to be a burden on
their children. It is the task for politics to form the social conditionsdh tath young and old can look
ahead and feel that ordinary life as a self-supporting adult or a more dapenember of the older
generation will be good, secure lives because they are built on honestedrle and fair contractnly
generational justice can be the basis for social trust in the ageing sociéid people of today and
tomorrow are grown-up, responsible people who understand this. Itisvilncontinue to be the social
democratic task to dare to build the social infrastructure for all gensria the ageing society.

‘ Anna HEDBORGs chair of the Swedish Social Democrat’s Social Inquiry Committee



ByThomasLINDH

The targets we set govern the view we develop of the worldastite single most used indicator of the
economy, GDP per capita growth is followed with almost religitargiah by policymakers and journalists
alike. We are well aware of the de ciencies of this indicator as a measureetfaieeafithe population (see
Stiglitz-Sen-Fitoussi report, SFS), yet it nevertheless rémairitetia employed for successful policies. The
de ciencies of GDP as de ned by the System of National Accounts are manypof88&a rery long list —
but my intention here is to focus on how the GDP perspective clouds issuesratigeal equity and the
dynamics of the economy.

National Accounts are intended to re ect the state of the economy at a givelemba time. It is based
on measurement conventions that ignore many of the dynamics of an ecomontiyeapopulation, and in
particular it relies on a concept of the economy that ignores humatalcapiumulation. Further, National
Accounts also distort issues of generational equity by hiding ineegemal redistribution ows.

In every sustainable human society the adult population must produce a #uspto cover the
consumption needs of children. Even in comparison to our close primatetida humans spend much
more resources on their o springIn pre-modern economies the extra cost of taking care of the
handicapped and the few elderly that survived into a state of dependesayaghgible to the economy
as a whole. However, this has changed as society has made demograpitiontramsl with it the
“rectangularisation” of age distribution: instead of the previoigsafthigh mortality combined with high
fertility, this represents a state of low and decreasing mortality &ind few exceptions, a low and still
decreasing fertility rate. The rising share of the elderly has begumrtdheltaverage direction of
intergenerational resource ows from being primarily downwardsdrage distribution. At the same time
gender equity has risen, and female labour supply in the market is mgneadly in activities that
substitute home production. In fact substantial parts of GDP growth is theene production moving



into market activities, not least in the case of a variety of care actikittbsare, elderly care, and care for
people with handicaps.

Intergenerational redistribution of consumption can take plader@etessentially different ways:

1. through saving and accumulation of property and capital, both fég owa use in old age, not least
through bequests and gifts;

2. through private transfers, predominantly within the family dnigigsoup;

3. through public transfers. There are advantages and disadvatsgrciated with each of these
channels, and di erent societies mix them in a variety of ways. Here Infeciesspeci ¢ point: the
investment in the human capital of future generations and socialtyeatunid age. There are other
individuals with dependencies in the economy (the physically chatlemnggims of accidents and
incurable illnesses and so on) but the overwhelming part of redistnithas always been towards
the young and, in modern societies, increasingly towards the old.

1. the capital market channel, the implication is that a g@olodation for children will be within reach
only for high earning families, or families with accumulated weatthpfi®vious generations. In this
case, at some point in the income distribution parents will haveke oices regarding whether
to save for their own old age or for the bene t of their children. From this wepstt excreasing
inequality in the opportunities to receive education, health care ldedyesupport. On the other
hand the accumulation of capital provides a driving forcentweasing productivity that raises at
least the average welfare. The supply of human capital, though, willotdred t
comparatively scarce in relation to what it could have been with a more
equitable supply of education.

In a context of low fertility and increasing longevity, family transfer

2. tend to generate high investment in the earnings capacity of the young,
but like the capital market channel above favours the ginsedithy.
With fewer children and increasing age at rst birth the risk of old age
poverty increases, and increasing longevity creates so called
“sandwich generations” whose care responsibilities include both
their own children and parents. On top of that there may even be
grandparents to care for. Therefore, investment in human capital
raises productivity but the rising demands on households to provide
support and care for increasing numbers of elderly people tend to
generate early retirement and low female labour supply.

Alternatively, public transfer systems

3. add an element of social insurance to the intergenerational redigtmibu
where resources are redistributed to a greater extentwaltim cohorts.
Investment in human capital is more egalitarian and povatég among the
elderly are kept lower, but the transfer wealth generated may crowd watepri
incentives for saving and capital accumulation. With an ageing fopulae demand
for further redistribution increases.



In the National Accounts asset-based reallocation across gemethtiough capital markets is not very
visible, private education and health expenditsirdei ned as part of private consumption; there is no such
thing as human capital investment in the accounts. The comdsp investments through public transfers,
health and education expenditure is part of government consampfor many, Government consumption
is considered something to be minimised, and in any case it is taboo to hagdeans. This stands in
stark contrast to investment in buildings, infrastructure and meghiFamily transfers are almost entirely
invisible from this perspective, creating a false impretsgt family care and household production is some
sort of free lunch.

Research is now under way to make these resource ows visible, and onlylititereally become
possible to gauge generational equity in an objective wajorddtAccounts are inadequate for this task.
Alternatively, National Transfer Accounts build on the same aocpulata as National Accounts, but
decompose it by age group. It is an international joint e ort to develop encormethodology in order to
make international comparisons possiblde important point to note here is how that decomposition
impacts on the conceptual view of the economy.

While National Accounts focus on the production of value added, i.e. laband capital income
generated by the economic system in a given year, NTA focus on how labour iedsmedistributed to
cover the consumption needs of the whole population, capital income beingeoof the channels by
which this is accomplished.

To professional economists it has long been clear that pay-as-yousjertsystems carry a return to
human capital similar to that of capital. Originally this return wassegdras the rate of
population growth, but as population growth wanes and begins to deeréas
becomes clear that it is productive capacity, rather than thebeu of persons,
that count. Modern growth theory emphasises the importance of humatakapi
production in creating sustainable growth regimes. Hitherto we haivbeen
able to measure this social return in any satisfactory way, relying srofyear
schooling and similar proxies at the aggregate level, and estimates of th
private return to schooling at the micro level. The latter is, however, a
measure of the relative income advantage of another year of education
which is very far from a measure of the social return. Just make the thought
experiment to give everyone an equal amount of schooling — there would
be no private returns to an additional year of schooling while the social
returns could be huge. Besides, years of schooling are anstuament
since this measure cannot account for the quality of that schooling.

The NTA perspective demonstrates that saving at the expense of families
and children will come back with a vengeance when economically deprived and
badly educated children grow up to provide the resource base for their aging
parents. In the public transfer system the tax base will tend to shrink andtiresoun
with below replacement fertility and insu cient immigratielderly welfare systems
will crumble. In family based systems the pressure on individual hishgebduction
and economic support for parents is likely to undermine labour supply inahetnand

1 Anyone interested in the details can visit www.ntaccounts.org



increase tension between the generations. In capital based systéahs@oerence and family ties will tend
to weaken.

Making these dynamics visible, the common goal nowadays of maximistngeGEapita clearly stands
out as a social myopia that is quite likely to undermine long-term surweakinother way, apart from the
environmental externalities that are so much emphasisedday’'® debate. The value added of a good
upbringing in a healthy environment and universal education oppomsriginot accounted for in National
Accounts, and the invisible investments made are ignored. Stron@sisiphgovernment policy, reinforced
by the provisions in the Maastricht Treaty, makes budget balance ang gagds holy cows that stand in
the way of economically sound investment in future human capital.

Any farmer knows that there is a time to sow and a time to reap. If some of the grain tatsovihisre
next year’s harvest will be thin. No business man expects pro t withesitnmant and industry would grind
to a halt if no one dared to invest unless they could cover the whole investrtrentient liquidity. The
reason why so many economists think governments are di erent is betauparpose for which revenue
is collected is regarded as useless. In fact many theoretisrassi@ine revenue is just thrown awayore
sound accounting practice would make it more visible to the public and polaits alike that the bulk of
public expenditure is social insurance and investment in thealth and productive capacity of the
population.

‘ ThomasLINDHis a researcher at the Institute for Futures Studies, Stockholm
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In 2009, FEPS launched a call for papers addressing PhD and PhD candidates to
elaborate on how they saw Europe in a decade, within the framework eft]ts [Next L
programme, run under the leadership of former Austrian Chaad€ioiSENBAUER.

The rst release of Queries contains a selection of the most ieteFesting pi

Contents: Future of Social Europe | Changing EuropediG8msmneAgenda for
a Sustainable Europe | Europe of Democracy and Civic Parlitigratiiorial
Responsibility of Europe in a Global Age

Since the beginning FEPS has been strongly involved in a debate on gender
equality, which in fact was one of the very rst projects #idisiiesbt This issue
reviews the history of the struggle for gender equalibyah mamber states, in
Europe and elaborates on the progressive agenda for the future.

Contents: Gender sensitive, progressive Europe | A commitisesitfithiat ar
century struggle | Stronger from the past, encouraging experieecgfdingan
for changing society
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Queries serving as a guideline in selecting themes and articlebehabpbse t

crucial questions and can stimulate an intellectual debate, it tbontesunprise

that this issue commemorates late Tony Judt and his work. As EmstPSTETTER
Secretary General writes, the last book of Tony Judt, “lll Faresshe darekirgo
ordinary challenge. This very particular intellectual testamemwiutstaading
academic and universalist socialist encompasses a fair, thouagsdstment of
today’s world. It touches upon the mission that a renewetbrsoceacy must
embark upon in order to reverse the negative processes corrodiieg oiinrsoghe
respecting all the achievements of past generations and beitig aptiatishe
chances for the progressives to succeed in the future. This matevatetiithissue
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New answers seem indispensible in times in which people lose tioeiircon de
international institutions, their governments and politicemerat. § heir detachment
and scepticism about politics can be overcome once the democratjuuilbesiar
in place, as far as global governance and European decision makingapocess
concerned. The disastrous consequences of the recent namtial,aecbrocial
crisis exposed the bankruptcy of today’s’ world order, dominatdibegl neo-
ideologies. Its inability to respond to global challekggst imadequate for thé 21
century. But recognising this is not enough; Europe and tieedvarhew, feasible
agenda. For FEPS this is both a challenge and a chance to present our NEXT Globe

Contents: Preface by Joseph E. STIGLITZ | Regulating and taxinghthe systen
New Global Deal | A new political economic response | Conference Report
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Next Left: Social Progress irfZientury

A decade into the new century, Europe is beset by a striking mood of social pessin#9% of EU
citizens believe they will be worse o in 20 years time, with majorities pevagy the rise of emerging
economies as direct threats to their living standards. Such anxiety pmese particularly de-
habilitating political problem for social democracy. Histoélly, the promise of social progress has
been a powerful force in all of its projects, and a cornerstooettie movement’s political o er.
Overwhelming disbelief in the primacy of political ideas and the ability of ifolans to make a
di erence has translated into voter resignation and subsequently tadespread withdrawal from
political life. This loss of trust, the single most important source of capit politics, and erosion of
citizenshiptherefore opens this issue @ueries

Regaining credibility is naturally a question of constructing a visioattinspires people to collectively
reengage with each other and break out of the vicious circlefatilism. This is a historical dare for
social demaocracy; a political movement which desperately needs to liectldtne mantle of progress
in the aftermath of the economic crisis. The public increasingly seem taeskize view that calamitous
overspending on social policy brought about the current malaise, with thelfare state portrayed as
anachronistic, ine cient and unsustainable. The authors in the rst sgon on Social Investment
therefore revisit some ideas from the beginning of this cemuin an e ort to renew thinking devoted
to Europe’s fragile social contract.

These proposals connect with the subsequent observations on the tfamsation of work and its
meaning. Work is no longer debated in the context of values, it no longer de nes onastenxce - it
has become a means for economic survival. Labour market paion, discrepancies in working
conditions and growing income inequalities have led to growing @rgences between employees
and workers. Social democracy no longer has one class to egltd+ there are now many di erent
groups, which progressives have not yet learnt how to simultaneously esent. In theJnderstanding
modern workplacesection some proposals can be found on how to tackle these myriad challenge

Last but not least, both elements, social investment and workplace, can onhgiitite the core of a

renewed agenda if they are completed by a third policy pillar — namely social.cBings is the most
prominent area of struggle for social democracy, as it dsts far the movement is ready to revisit
and re-interpret its core values of equality, solidarity and social pestiThe section orsocial care

therefore serves as a critical summary and provides an excellerthainger for further work.

The contributions to this issue @dpueriesare the results of a symposium that took place in London in
March this year as a joint contribution to the FEPS Next Left research progeaamd Policy Network

— Wiardi Beckman Stichting Amsterdam Process. The political circantsts and academic inspiration
that dictated the theme and framed the debate are re ected upon in the forewdoof Ernst STETTER
and in the introductory texts by Alfred GUSENBAUER, Olaf CRAMME and Ren&JS|tERPatrick
DIAMOND. Outlining an agenda based on three-pillars, this issue aspresontribute to a debate
on both the future of Europe and the renewal of social democracy.

Ania SKRZYPEK, FEPS Policy Advisor — Managing Editor of Queries

Michael MCTERNAN, Policy Network Senior Editorial and Communicationagdéan



