EU Social Market

Just what does this actually mean? Why is it so important to French voters and how will Germany's new government address this sensitive topic?  

The EU Social Model - Examined

At the recent EU summit held at Hampton Court, near to London the EU's leaders were talking about the importance of competitiveness, of being innovative, of keeping up with the US and staying ahead of China in a globalising world. 

This time, in particular, they will focus on the presumed need to modernise the European social model. 

But there are two reasons why a discussion of social issues is unlikely to get far. 

Firstly, the EU has only very limited powers in the area of employment and social policy, so any great calls for European change and modernisation may fall on deaf ears. 

Back in their home countries, presidents and prime ministers can choose to carry on much as before. 

Each country has a different approach to health, education, pensions, unemployment benefit, and social security (different levels of expenditure, different systems, different entitlements, and different qualifications). There is no single European social model. 

Secondly, there is no European consensus in this area. 

European economic and social policy debates have long split member states into two broad groups. 

On one side are those wanting free and flexible labour markets, less regulation, more competition. 

On the other, those wanting higher social standards, regulated markets, labour market protection and more rights for workers. 

Soft and hard policies 

Despite this, the EU has always talked a lot about social issues. The international treaty establishing the EU includes in its central goals achieving a "high level of employment and social protection" and "promoting improved living and working conditions". 

Much of what the EU does in the social area is "soft" policy. 

The European Commission coordinates a variety of comparisons of employment, pensions, social inclusion and anti-poverty policies in the 25 member states, and draws conclusions on what represents best-practice (in the EU jargon, this is "the open method of coordination"). 

A huge analytical exercise, these best-practice comparisons result in long, detailed reports. But no one has to pay any attention to what is in them, as the EU has no powers to insist anyone adopts what it decides is best practice. 

The UK's finance minister, Gordon Brown, is very keen on this approach - a chance to push the UK's line while ensuring Brussels cannot tell the UK what to do. 

But the EU does in fact have some powers to make laws in the social area, and this is where the differences between the free-marketeers and the social protection groups spring into life. 

 WHERE COUNTRIES STAND 

Free marketeers: UK, Ireland, Italy, Estonia, Slovakia

Socially oriented: France, Belgium, Czech Republic, Hungary, Poland and Germany

In the middle: The Netherlands, Slovenia

In principle, the Commission can propose legislation covering anti-discrimination, gender equality, free movement of workers, and - usually the controversial one - working conditions, including health and safety, and information and consultation. 

This has resulted in laws ranging from parental leave, part-time work and fixed-term contracts to information and consultation laws and a wide-ranging anti-discrimination law. 

Currently under debate are a revised working time directive (cue Anglo-French debates on the EU's powers) and a proposal on regulating temporary work, something which the UK has been waging a successful rearguard action to block, together with a proposal for "portability" of pensions. 

Spectrum of opinion 

When the EU's ministers meet to discuss these proposed laws, there is usually a wide range of opinion and often sharp clashes. These clashes reflect fundamental differences on the desirability of new EU laws setting minimum standards to protect and support workers at a time of globalisation - in effect, establishing a minimum European social model. 

The UK is usually at one end of the spectrum, with other free-marketeers such as Ireland and to some extent Italy. 

At the other end, supporting stronger social protection and a greater EU role, are France, Belgium and to a somewhat lesser extent Germany. 

The new member states are equally diverse: Estonia and Slovakia down the free market end while the Czechs, Hungarians and the Poles (under their new government), are more in favour of a stronger European social model. In the middle of the spectrum are countries such as the Netherlands and Slovenia. 

Hence the likelihood of a lot of warm words but few clear conclusions out of the Hampton Court summit - though a bit of money may be thrown at a "global adjustment fund" since all sides can agree on helping re-skill redundant workers. 

Minimum rights 

But how much does any of this matter, if all the member states clearly retain control of their domestic welfare states? 

The answer is quite a lot. 

The EU is home to many large global companies and is the world's largest trading bloc - accounting for about 18% of world trade compared to India's 1% (the threat is not as urgent as some make out). 

If the EU does not act together to ensure minimum basic rights for those at work, and so build a European social model, then there may be no alternative - in Europe or elsewhere - to the UK's prescription of flexible labour markets, privatisation, de-regulation and competition, while giving workers the skills and education to survive in the free market jungle. 

