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to design their own knowledge investment boosting policies: through
public funds in high income tax Member States or through the design
of appropriate incentive schemes to raise more private funds in others.
The broadening of the knowledge concept to education would also
enable Member States to address particular weaknesses in their
education systems as an integral part of their knowledge and
innovation investment strategy.

Second, we should undertake a major concerted policy at opening
research and higher education to private funding. There is a strong
argument to be made, given the significant impact of R&D tax credits
on ‘incentivising’ private R&D efforts to evaluate whether there would
be merit in contemplating a broader EU wide framework of R&D tax
credits. Tax policy is obviously a Member State’s competency, but as
the EU has noticed,?® the effectiveness of Member States’ tax credit
regimes could be improved by identifying good practice compliant with
Community law, and promoting more consistent approaches across the
EU to common issues such as cross-border outsourcing of research,
expansion of young research intensive firms, or synchronisation of
national support to large European research projects. Extending them
to other forms of innovation such as design or process engineering can
also be explored.

The Commission only funds pre-competitive research through its
various funding programmes. R&D tax credits do not have this
constraint. It is interesting that Germany had an R&D tax credit policy
which it ended, while countries like Canada use tax policy as a
fundamental driver of their Innovation Strategy.

Similarly, we should prioritise the reform of universities in Europe.
European universities are under-funded and fragmented, they lack
‘critical mass’ with only a couple of exceptions. The EIT (European
Institute of Technology) launched by President Barroso, as a concept is
an attempt to create more critical mass in research, not by building a
new bricks and mortar institution, but by linking up key institutions
and creating several ‘Centres of Gravity’ in Europe. The Bologna
Process and the European Credit Transfer System (ECTS) were examples
of how a voluntary coordination could be achieved across Member
States in a very short time. We can get fundamental changes under way
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in our universities. However, these initiatives should get additional
focus and funding.

One way to do this would be to strengthen universities specialising
in specific areas and with sufficient buy-in from industry. Indeed we
will need the help and support of private industry. We then need to
foster competition between those universities: competition to attract
the best professors, competition to attract the best students,
competition to attract funding. This competitive aspect has been one
of the key reasons for the dynamism of the US higher education system.

Given the wide diversity in the institutional set up of higher
education systems across Member States, we can achieve the best
results if we succeed in convincing our universities to concentrate their
resources in a certain direction tied to a clear outcome. There are
obviously difficult policy and political choices that will need to be
made between policies that drive concentration and excellence and
those driving accessibility to higher-education, but we need to be
prepared to address those if we want to open the door to private
investment. Business models of universities need to change, a fee
structure similar to that developed in the UK should be implemented
and gradually moved towards market rates while taking care to avoid
a situation in which higher education becomes unaffordable for lower
and middle income students. But what better European ideal than to
support lower income talent through education grants and loans?

Third, | would argue that the Lisbon Agenda’s interpretation of
‘knowledge and innovation as engines of sustainable growth’
represents a too segmented policy approach. The vision put forward
here of ‘activating knowledge’ forces one to deal with a much broader
spectrum of policies than just research policies: education policies,
competition policies as | argued here, but also social policies.

Maybe it is time for a fundamental rethinking of the ‘universality’
of social security systems as they were developed in Europe over the
last century in a variety of ways, in broad synergy with the emerging
industrial society. Such a rethinking should recognise the duality in the
labour force between work involving labour, a physically or mentally
wearing activity, and work involving satisfaction, activities providing
self-satisfaction in terms of recognition, realisation and creativity.
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Workers involved in the first sort of activity will consider past
social achievements as important achievements intrinsically associated
with their quality of life. They will consider any change in those
conditions as a possible deterioration in their quality of life and reject
it. Workers, which | would call knowledge workers, involved in the
second sort of activity, are less in need of such social measures.
Obviously they too will appreciate social ‘security’ guarantees to their
employment, but these will be used as a substitute rather than as
complement to their own life long learning efforts and investments.
You might even say that today, knowledge workers are ‘free riding’ on
social ‘security’ guarantees designed in another industrial age, aimed
at a different category of workers. The extension of social rights to
knowledge workers appears from this perspective not only unjustified,
undermining the financial sustainability of the European social
model, but could also explain the lack of dynamism of knowledge
workers in Europe.

Fourth, given the increasingly global nature of the social,
economic, environmental and demographic problems Europe is facing,
a unilateral focus on strengthening knowledge and innovation activities
carried out within Europe with the aim of improving our
competitiveness reflects increasingly, | would argue, a rather out-
dated ‘Eurocentric’ approach.

A research strategy that is limited geographically no longer fits
today’s global, knowledge-based economy. Our policies can be rooted
in one geographical jurisdiction but their scope and perspective must
be global. In a growing number of research fields, European welfare
will in the long term be directly influenced not so much by the
development of ‘our’ knowledge, its international commercial
exploitation and intellectual appropriation, but by global access to
such knowledge, and by the development of joint global standards and
the rapid world-wide diffusion of new technologies to other, non-EU
countries. Think of energy saving, environmental sustainability, but
also health and security.

The revised Lisbon Agenda following the mid term review offers
new opportunities to revitalise knowledge and innovation capacity
building in Europe. | have outlined here what the major challenges are
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before us in ‘activating knowledge’.

European society with its high level of social welfare has
undoubtedly more difficulties in managing change. It is, however, not
alone in having to deal with this challenge. We will have to convince
our fellow European citizens that change is part of life and that the
best form of security and employment protection is the development
and preservation of skills through an active investment in knowledge.
Stakeholders in society (trade unions, firms, governments, educational
institutions and most importantly individuals) all have a role to play in
making this change a reality. Let us challenge them.

1 For definitions and details on data sources see the Appendix

2 With another 6 to 7 per cent from business, 7 per cent from individual states and the rest from own
funds (own endowments, large foundations, and so on.)

3 see http://europa.eu.int/invest-in-research/pdf/comm_native_com_2005_0488_4_en_acte.pdf



http://europa.eu.int/invest-in-research/pdf/comm_native_com_2005_0488_4_en_acte.pdf
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Total Knowledge Investments as a % of GDP
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Why We need a Globalisation
Adjustment Fund*

LOUKAS TSOUKALIS

More than 50 years after it all began, regional integration in Europe has
developed into a complex system with no precedent in history and no
rival in other parts of the contemporary world: a peaceful revolution
for which we Europeans have every reason to be proud.

Stripped down to its bare essentials, this new European system is
characterised by open borders, joint management extending to many
aspects of the everyday life of citizens, and solidarity among its
members.

Regional integration has served as an instrument - surely not the
only one - for peace and security in a crowded part of the world with
a long and turbulent history. This was done mainly in an indirect
fashion, concentrating on low politics at least in the earlier phases.
Some would call it functionalism at its best and at its most ambitious.
Regional integration has also contributed to greater prosperity.
Economists agree on this, although nobody can completely isolate the
welfare effects of increased economic interdependence through
European integration. After all, on the big questions economics
provides imprecise answers at best.

Since the turn of the century, this European political system has
delivered a common currency, replacing 12 national currencies with a
long history behind them, opened its doors to ten new members, and
negotiated yet another revision of the treaties, this time called a
constitution. Whatever the difficulties encountered - and they are,
surely, many - it is not a bad record by any standards, especially for a
political system usually criticised as being extremely slow, inefficient

“This chapter draws heavily on my recent article: ‘Managing Diversity and Change in the European
Union’ published by JCMS, Vol. 44, No. 1, March 2006.
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and overly bureaucratic.

The European political and economic map has changed radically,
and for the better. Yet, Europe is now going through a phase of self-
doubt and pessimism about the future. Has the European project
reached its limits - or perhaps worse, are we already in reverse gear?
The problems we are currently facing have much to do with the poor
economic situation and the growing feeling of insecurity among many
of our fellow citizens in times of rapid change. They also have to do
with the weakening of the old consensus about the main objectives of
European integration.

Lessons from Lisbon

Regional integration started basically as an economic affair, though
with strong political undertones. Economics remains today the
backbone of it all. For many years, integration helped to sustain a
succession of virtuous circles, which helped strongly growing national
economies while also bolstering the essentially permissive consensus of
European citizens about further integration. Love of Europe has always
had a strong pecuniary dimension, and it has depended on the ability
of European and national institutions to deliver the goods. It was fine
as long as it lasted. The performance of several European economies,
most notably the three biggest economies in the eurozone, has
been disappointing for a long time. Stagnating economies with few
jobs and ageing populations are a recipe for disaster, not only for
generous national welfare systems but also for the European project
more generally.

We need more growth and more jobs, especially at the upper end
of the knowledge scale - it is worth remembering that Europe is losing
thousands of post-doctoral researchers to America every year and most
of them never come back. And we need to adjust our policies to meet
those goals. Neither the internal market nor EMU have so far
succeeded in injecting much needed dynamism to many of our national
economies. For some time, there has been broad agreement among
economists and, judging from official rhetoric, also among politicians
that Europe needs economic reform, mostly in the direction of supply-
side measures, in order to generate more growth and jobs; and this
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should go beyond the further implementation of the internal market
programme.

Economic reform has been on the agenda for several years: it
constitutes a key element of the Lisbon agenda agreed by our political
leaders back in the year 2000. But unlike earlier experience with
economic integration, the so-called Lisbon process does not rely on
common laws and regulations, which have been an integral part of the
internal market programme, or on the centralization of policies, as
happened with monetary policy, for example, in the context of EMU.
And rightly so, it can be argued, since the Lisbon process touches on
many aspects of labour market and welfare policy among other things
where diversity and subsidiarity remain the name of the game; hence
the emphasis on the role of the European Union as an external catalyst
and facilitator rather than a law-maker.

Five years later, there are lessons to be drawn. Peer pressure,
benchmarking and soft coordination, which are all distinguishing
features of the Lisbon process, have shown their limitations. The
consensus on the general direction of economic reform has proved
fragile: when the external catalyst collided with domestic political
realities, it was the latter that almost invariably prevailed. Naming and
shaming of those countries lagging behind in the implementation of
measures solemnly agreed upon at the European level, through the
publication of indicators by the Commission, does not work unless the
shaming part is internalised by national political systems - and this has
hardly happened until now.

The EU can and should provide a useful forum for debate as well
as a basis for comparing national experiences and possibly also a soft
version of benchmarking. At the same time, it can and should provide
a broad policy framework. It is important, however, to recognise the
limitations of such an exercise in which the final responsibility lies with
Member States, while the role of the EU is limited to ‘soft’
coordination at best. There is a huge difference between the Lisbon
process on the one hand, and the internal market and EMU on the
other. It would not be wise for Europe to be seen by citizens as having
responsibility for things it has no real power to deliver. Having said
that, we may want to explore the use of financial incentives through
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the common budget as a way of strengthening the Lisbon process.

A Globalisation Adjustment Fund

For the European Union to be an effective agent of reform, it needs a
stronger caring dimension. Technological change and increasingly
global markets, combined with the rise of new economic powers, such
as China and India, are rapidly changing the world economic scene.
Many people expect to benefit from the new opportunities created:
from higher growth, better jobs and cheaper goods. But there are also
those whose livelihood is threatened by new technologies and stronger
competition. While the benefits are diffuse and usually take time to
materialise, the costs are more immediate and concentrated. This is
hardly an easy combination in political terms.

Poor economic performance, social Angst and failure to develop a
credible political discourse for reform have created a vicious circle in
several European countries. Nowadays, there is widespread fear of
change and pessimism in many parts of Europe. An increasing number
of people consider themselves as losers, potential or imaginary losers
as well; and they, of course, resist change. They are also the ones who
are now turning against European integration perceived by them as a
vehicle of change and the dreaded globalisation.

In recent years, European institutions have often served as a
convenient scapegoat for unpopular decisions at home. We are
paying the price for this shortsighted behaviour. Confidence in
common institutions and the role of regional integration as a key
factor of stability and prosperity for all Europeans has suffered as
a result.

We need a new political discourse that breaks the vicious circle,
while also recognising that we all have a stake in the European project.
And we need concrete measures at the EU level in order to convince
citizens that Europe is willing and able to support those negatively
affected and help them to adjust to a more competitive environment.

The face of European solidarity is already familiar to those living
in the less developed countries and regions of the Union. Structural
and Cohesion Funds have played a crucial role in this respect, and they
should continue doing so in the future. But European solidarity should
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also become more visible to other parts of the EU. This is crucial in
times of rapid change and painful restructuring affecting significant
numbers of people in the labour market.

The proposal of the European Commission to set up a Globalisation
Adjustment Fund is a good example of the kind of action that the EU
should adopt to help the process of restructuring by concentrating on
the employment consequences of large scale redundancies. The aim is
to soften the negative impact of globalisation on laid off workers and
to improve their chances of finding new and better jobs by providing
money for training and relocation. The emphasis is on protecting
and empowering people: helping redundant workers move, set up
new businesses, acquire new skills, and undergo on-the-job education
and training. And this is, of course, very different from trying to
protect jobs.

It will be a new fund open to all Member States. This will make it
more visible and thus help to deliver a stronger political message. On
the other hand, it will not require new bureaucracy, since the
Globalisation Adjustment Fund should be able to use existing
instruments. The obvious candidate is the European Social Fund
operating in a decentralised manner through Member States and with
a long experience in providing money for training, outplacement and
relocation. The European Social Fund concentrates on long-term
preventive actions, while the new fund will be called upon to react to
crisis and help people who have lost their jobs because of international
competition. The line of demarcation between the two will need to be
made as clear as possible.

Since the EU is responsible for external trade policy and hence for
decisions that lead to market opening for all Member States, there is a
logic in also undertaking part of the responsibility for restructuring
caused by international competition. In practice, it will be, of course,
difficult to isolate the effects of globalisation on worker dislocation. To
what extent are job losses due to extra-European or intra-European
competition, or due to many other possible causes? If the criteria for
selection are defined too narrowly, there will be a risk of marginalising
the new fund; if too widely, available resources may not prove
sufficient. As always, it will be largely a question of money. But we
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shall also need strict and precise criteria to evaluate the requests for
EU support.

The European Commission has proposed that the new fund will not
have an annual budget inside the financial perspectives and that
resources will only be called upon when required and subject to an
annual ceiling. It will therefore operate as a kind of crisis mechanism
to deal with significant economic and social shocks caused by a shift of
production outside the Union or by import competition. The final
decision will rest with the Parliament and the Council, following a
Commission proposal.

The Commission refers to certain thresholds that will be necessary
to justify European intervention: the number of workers hit by
redundancy in the sector and the region concerned as well as the rate
of regional unemployment. It proposes to employ resources only for
training, outplacement and relocation expenditures, which suggests
that there will be no provision for daily allowances for people who
have lost their jobs. In this respect, the proposal is different from the
trade adjustment facility already operating in the United States for
many years. Presumably, the Commission wants to stress that the aim
is to help workers find a new job, while the rest remains the
responsibility of national welfare systems.

The proposal to set up a Globalisation Adjustment Fund has many
merits. It is addressed to those who suffer from globalisation and
economic restructuring, thus also providing yet one more answer to
those who criticise European institutions as being exclusively
concerned with market liberalisation. It is backed up by real money
and not just declarations, which has been so often the case with
European social policy. It is intended to promote change, instead of
trying to resist it, thus allowing for greater openness to international
trade. Last but not least, the measures proposed will be
complementary to action already taken at both national and regional
levels, thus going beyond sterile discussions about centralisation and
subsidiarity.

In other words, Europe is trying to combine the language of reform
with measures of solidarity, and in so doing it will be heeding the
message sent to it by citizens who clearly want to see a more caring
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Europe. The setting up of the Globalisation Adjustment Fund could
have an important symbolic value in this difficult phase of European
integration. It should not, however, be limited to symbolism. There is
a real problem that needs to be addressed.

Criticism of the proposal can come from many different angles and
political quarters. Some will point to the risk of rewarding failure,
meaning failure to adjust on time to a rapidly changing environment.
This criticism can be answered by pointing out that the Union will be
helping workers to find new and better jobs and not supporting
companies. Others will warn of the danger of mismanagement and
hence the wastage of scarce resources: heavy bureaucratic
procedures, overlapping responsibilities and imprecise criteria for the
selection of worthy projects. The devil always lies in implementation,
even more so when European institutions are concerned. Therefore,
defining a flexible, effective and transparent framework for the new
fund will be of essence. The preventive management of economic
restructuring could also be strengthened through the new programmes
of Structural Funds.

Criticism is also likely to come from representatives of the two
extremes of the spectrum: those who argue that restructuring should
be left to institutions at the national level or below - perhaps only to
the market - to take care of, and those who believe that the scale of
the problem for the EU-25 is so big that action at the Union level can
make no real difference. The EU will need innovative policies to deal
with problems originating perhaps outside the conventional framework
of EU competences and also to make the most of limited resources.
It will be a difficult challenge, but it is one worth taking.




A Flexible Framework
for a Plural Europe

PATRICK WEIL

European Immigration Policy is at a crossroads. Obviously, in the fields
related to migration control and asylum where convergence existed
prior to the Amsterdam treaty (with the Schengen agreement and
the Geneva Convention), convergence is reinforcing itself, directive
after directive.

Harmonisation is complete for visa policy between the countries of
the Schengen zone. It has achieved a great deal for all the Member
States of the European Union in the area of asylum. The most recent
project related to the repatriation of illegal immigrants is a sign that
in the field of control, the Member States of the EU have a common
framework, common interests and objectives, and are therefore
making continuous progress towards harmonisation.

This is not the case in the area related to the admission of legal
immigrants through family ties, but also - and particularly so - in that
of labour market demands. In the field of family reunion,
harmonisation is minimal: the European directive of 22nd September
2003 is in many ways the formalisation of the pre-existing gap between
national policies. In the field of labour migration, the adoption of a
directive on the admission of non-EU nationals working in the EU has
been postponed. European States find themselves either in
competition with one another (to attract the most highly skilled) or in
the position of producing potentially undesirable side effects (for
example, in the case of the legalisation of all illegal immigrants, or on
the contrary, in the case of refusal to bring in any legalisation at all).
Legal immigration remains subject to unanimity and the Member States
retain a considerable margin of manoeuvre to adopt their policies
according to diverging necessities'.

89
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These divergences can be explained by the permanence of
numerous differential factors including:

First, the respective demographic situations of each of the
countries of the Union are very different. A report published in 2000
by the Population Division of the United Nations clearly demonstrated
that immigration can be a realistic solution to combat the decrease of
the total population or the active population of developed countries.
The report also shows that in regard to this second consideration,
European countries occupy vastly different situations; to maintain
their total population, Italy or Germany need a level of immigration far
more numerous than in the past; whereas France or the United
Kingdom need less. It is to maintain - for the stability of their
retirement systems - an active population at the same level that
countries would need to increase their net immigration flow. However,
a country such as France, where the birth rate is still relatively high
and immigration quite a long-established phenomenon, is in a very
different situation to that of its European partners: between 2000 and
2050, the net immigration needed to maintain the active population at
its current level in France would be 5.459 million (110,000 people per
annum), 25.2 million in Germany (500,000 per annum) and 19.6 million
in Italy (a little less than 400,000 per annum).?

Second, European states are also in different situations with regard
to the migratory cycle. If all the 15 ‘old’ Member States of the Union
are from now on countries of immigration, the oldest countries of
immigration (Germany, France, the United Kingdom, Belgium and the
Netherlands) - having had immigration of workers for a longer time
now have a majority of legal migrants joining their labour market
(more often than not unqualified) indirectly through family reunion.’
In the more recent countries of immigration (Spain, Italy, Portugal or
Greece), flows are still principally composed of direct labour migration.

Third, the techniques and regulations linked to the management of
immigration can equally vary. We find, for example, significant
procedural differences in admission to the labour market (systems of
quotas or individual criteria). It is interesting to note that those EU
countries who have decided to fix an annual quota of admissions for
legal migrants are the same ones who have witnessed the largest
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inflow of illegal immigrants.

The challenge here is to coordinate action between the Member
States whose needs for legal migration will remain divergent for a long
period of time. In the future, how can we allow Italy, Germany and
Spain to attract three or four times more immigrants than France
or the UK without undesirable side effects potentially coming from
all sides?

Thus, | am convinced that with a frank and open exchange of
experience, and an assessment of different methods and strategies, we
can anticipate the adoption of a common framework in the following
areas: admission (individual versus quota, opening or closing of the
market to new Members States’ citizens); renewal of permits; treatment
of foreign students; and the treatment of long term illegal migrants.

A new impetus in favour of a more common legal immigration
policy is necessary because legal admission and illegal migration can be
linked: some national legal admission systems favour illegal migration
while others deter it.

In the medium term, the impact of different legal admission
systems on illegal migration should be assessed. The absence of a
common and efficient statistical framework prevents any comparison
based on credible data, and therefore its adoption should be a priority.
Last, but not least, to avoid collective, massive and continual
legalisation of long term illegal migrants, a mechanism of continued
and individual legalisation (as opposed to ‘exceptional’ and
‘collective’) that exists already in some Member States, should be
studied. Yet, without delay, some short term proposals should also be
considered:

» Opening our borders to the new European citizens
Since May 2004, the citizens of the 10 new Member States of the
European Union have been subject to ‘transitional arrangements’ with
regard to the free movement of workers across the majority of the 15
‘old’ Member States.

The UK, Ireland and Sweden are the only countries that have
opened their labour markets to the new citizens of Europe. Some other
Member States have created a quota for EU-8 citizens (Austria, Italy,
the Netherlands, Portugal). In the eight other Members States, the
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restrictions apply to eight of the ten new Member States (Cyprus
and Malta are exempted) and will last from two (2006) to seven
years (2011).

Data collected especially in Britain, Ireland and Sweden, show that
labour flows from the new Member States have been both manageable
and beneficial. In Sweden, workers arriving from the EU-8 states
increased the active population by just 0.07per cent between May and
December 2004. In Italy the quota of 79 000 in 2005 set for the new
European citizens has not been fulfilled: Italy has only attracted 48 000
immigrants.

The countries who continue to close their labour markets find

themselves in a counter-productive situation; with new European
citizens immigrating anyway and working illegally.
In the EU states that have opened their labour market, the new
European citizens fill the jobs that are filled in the rest of Europe by
illegal migrants, either from the new Member States or non EU
countries.

Proposal

Rapidly lifting the transitional periods currently placed on citizens
from the new Member States will contribute to the reduction of the
number of illegal workers coming from non Member States and will
therefore deter illegal migration from outside the EU. Restrictions to
the movement of workers from the new Member States should be
removed immediately under certain criteria (that is, following checks
on the affects to levels of salary, and so on). At the very least, all
restrictions on new European citizens with a university degree should
be removed.

e Brain Drain vs. Brain Circulation

Within the EU, a space of free circulation, there is no risk of brain
drain thanks to the possibility of brain and labour circulation. The risk
exists when North-South migration of skilled workers is at stake.

In some Member States, strong reservations with regard to skilled
migration exist. It has sometimes racist or corporatist roots: the wish
to reserve the most valuable professional positions in society for the
natives. It can be based on ‘third-worldism’: in the name of
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development or co-development, they encourage foreign graduates to
return to their country of origin.

This is both incoherent and absurd. African, Asian, South
American, or other non-EU citizens should from the moment they
receive a degree from a European university, enter the world market
of graduates. If they do not want to return home, they will not do so.
If Europe refuses them residency, they will receive a job offer from the
United States, Japan, Canada, or Australia and will be ‘lost’ both for
their country of origin and for the country where they received their
training.

Europe should therefore have its own third way policy on qualified
foreign workers: neither closing the door to the potential they offer
nor falling into the North American trap: the brain drain, (that is
attracting skilled immigrants who never return home). Rather Europe
should favour brain and labour circulation. Often, foreign graduates
seek employment on the European labour market because they wish to
gain the resources or the professional experience necessary to launch
themselves into a career in their home country. They should not be
prevented from choosing this path, on the contrary. If they later balk
at the idea of going home, it is often because they fear losing the
cultural, scientific, or entrepreneurial environment necessary to
maintain or enhance their skills base. It is essential, therefore, to
accompany the liberalisation of the recruitment of the most highly
qualified, with a better ‘offer’ that is both closer to the wishes of
these high skilled workers and more respectful - case permitting - of
their home countries’ interests. It is necessary to facilitate voluntary
‘recirculation’ between their country of origin and their country of
training. Thus through the development of intellectual exchanges and
a flow of business, they will become the private agents of co-
development.

Proposal

Foreign graduate students from European universities could receive
the benefit of a permanent visa*. It would permit them to return and
recirculate from their country of origin without fear that any exit
would be final.
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Proposal

When an EU university or hospital recruits foreign professors or
doctors, they should be offered the possibility of a joint recruitment.
They would work alternatively in a EU institution and an African or
Asian one, keeping their salary and their European job. Their salary in
the sending country could be funded by the EU as a concrete and
pragmatic action in favour of development.

Conclusion

The facilitation of ‘circulation’ and ‘recirculation’, according to a
regime adapted to suit each category of migrants - for highly skilled
workers, but also for seasonal workers® - will be one of the new tasks
for immigration policy in the 21st century. Through this approach, the
EU could better satisfy the wishes of the migrant, the need for
cooperation with the exporter states in the management of
immigration, and of economic development. This will demand the most
radical innovations in immigration administration. The inert state of
the 19th century liked stable populations and quotas. It did not mind
whether an immigrant was either here or elsewhere, provided that the
situation was durable and controlled. The 21st century state must
learn how to regulate immigration and seek not only to ‘control’ it
with rigid and inflexible instruments. We must become increasingly
comfortable with managing the rights and the status of nationals
abroad, and of foreigners within our own territory.

1 See: European Commission, Green Paper on A Community Approach to the Management of Economic
Migration, COM (2004) 811 Final, 11 January 2005.

2 United Nations, Population Division (2000), ‘Replacement Migration: is it a solution to declining and
ageing populations?’ New York, (ESA/P/WP.160).

3 Jean Frangois Léger distinguishes thus between direct entries onto the labour market and the more
important indirect entries, of political refugees, and the beneficiaries of family reunion or the
partners of citizens or of permanent foreign residents who have - in the majority of the European
Union - the right to work immediately after the delivery of their permit. Therefore all permanent
residence permits provide access to the labour market. J-F Léger, ‘Les entrées d’étrangers sur le
marché de I’emploi de 1990 a 2001°, Revue européenne des migrations internationales, vol. 20, no.
1, 2004, pp. 7-20.

4 Technically their visa could be refused by EU consulate except under written justifications.

5 Seasonal workers could get the benefit of multi-annual permits: they would get the guarantee to get
a permit the next three, five or 10 following years, if at the end of their season, each year, they
return to their country of origin.




Debating the Social Model:
Thoughts and Suggestions

ANTHONY GIDDENS

This chapter is a contribution to the debate now happening across
Europe about the future of the social model. It is intended as a
thought-piece, not a detailed set of policy prescriptions. On 23rd and
24th March 2006 the European Council will review progress made since
the re-launch of the Lisbon strategy by the Commission last year. The
Council will also take stock of work the Commission was asked to
undertake following the Hampton Court Summit last October. Among
the first fruits of these endeavours is the green paper on energy policy
produced by the Commission on 8th March 2006.

| do not intend to provide either a direct commentary on these
developments or a specific critique of them. Rather, | seek to open up
some of the questions involved in modernising the social model and
suggest policy avenues to explore. At the Hampton Court Council the
Commission presented an analysis of the challenges facing Europe,
concentrating heavily upon the theme of globalisation. However, this
analysis does not seem to be enough and we should be more ambitious
in re-thinking the Lisbon agenda.

The main points | shall stress are the following:

1. The Lisbon agenda emphasised the extraordinary trans-
formations sweeping through the economies of the advanced
societies. A few years ago it was controversial to assert the
existence of a knowledge economy. Now - quite rightly - it has
become generally accepted that the new economy is a reality,
and that it is here to stay. But little analysis was provided of the
social transformations that went along with these radical
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changes. But the wider society, and with it people’s everyday
lives, are changing just as dramatically as the economic order.
We have to identify these changes and ponder their implications
for policy.

. We must introduce the concept of social justice into the core of
the debate about Lisbon. It is not enough to make airy
statements about reducing social exclusion. The lack of a
developed analysis of the changing forms of social justice is one
of the main reasons the Lisbon agenda has proved so hard to
implement. Those who have opposed it on a national level have
often done so on the grounds that it promotes markets at the
expense of the less well-off. We have actively to make the case
- with evidence - that reform could promote social justice, not
undermines it.

. The Lisbon agenda recognised that welfare risks are changing.
For instance, there has been a rise in poverty among children in
many countries. However, this rethinking has not been far-
reaching enough. We have to transform the very idea of welfare
and with it some of our preconceptions about the welfare state
too. Welfare is not just about the avoidance of risk. Increasingly
it is about positive life-style change. To deal with this question
we need a notion of positive welfare.

. The issue of multiculturalism has to be brought into the centre
of welfare debates. It is a basic element involved in reform of
the social model. However, the idea of multiculturalism has
been widely misunderstood. It does not mean leaving
immigrants or minorities alone to get on with their own lives as
they see fit. Almost the opposite: it means looking for ways of
directly relating diversity to mainstream values.

. Developing R&D is clearly highly important to the Lisbon
agenda. But the traditional way of looking at this problem may
not actually correspond to the needs of the knowledge economy.
Science and technology are vital to competitiveness, but so also
is their creative application, and beyond that the capability to
generate new markets through influencing tastes and habits.
These observations in turn have implications for how we should
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look at the nature of higher education - as far more than just a
‘factory’ for the new economy.

6. This is the time for the environment! We are encountering a
double shock - the shock of the fact that climate change is
already here, not a remote future possibility; and the energy
shock of elevated oil and gas prices and novel forms of
geopolitical vulnerability. The EU has led the world in promoting
environmental issues. But we have not so far succeeded in
integrating fully the environmental agenda with that of welfare;
the two proceed as if in separate compartments.

The Debate on the Social Model

In June 2005 the British Prime Minister Tony Blair gave a speech in the
European Parliament. His words stimulated a great deal of attention
around Europe. The Prime Minister spoke passionately of his faith in
the European project and his belief in the importance of the European
social model. But the social model, he argued, needs reform. Most of
those who voted ‘no’ to the constitutional treaty in the referenda in
France and the Netherlands did not do so for constitutional reasons as
such. They voted ‘no’ because they were unhappy about Europe’s
socio-economic progress, or lack of it, and because of worries about
jobs - or the lack of them.

What kind of social model is it, Blair asked, that leaves nearly 20
million people unemployed? In such circumstances, how can we speak
of effective social protection? We have to modernise the social model,
especially against the backdrop of the intensifying global competition
which the European countries now face.

Many were enthusiastic about Blair’s speech, but six months after
were asking: where is the follow-up? It is one thing to talk about
reforms, it is another to actually develop a programme for identifying
what they are and how they might be mobilised. Others from the
beginning were rather more hostile. Prior to the vote on the
constitutional treaty, political leaders announced that there was no
‘plan B’ in the event of its being rejected by voters. After Blair’s
speech, some said - yes, there was another agenda, and it was that of
creating a looser, market-oriented Europe which gave up upon Europe
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as a political project, and settled for what would essentially be a free-
trade area. The British, it was asserted, wanted a Europe that
conformed to their own Anglo-Saxon model of how things should be
run, allowing markets to take the primary role.

Neither of these reactions is valid. There has been a great deal of
follow-up, much of it spontaneous, some of it more highly directed.
Many debates are now going on around Europe about the future of the
social model - in universities, think-tanks, and in more directly
political contexts. Not all of this by any means has been in reaction to
Blair’s speech, of course - the European social model has been the
subject of lively and continuing discussion in a more or less continuous
way for many years. But his intervention did reintroduce a new
liveliness and topicality into the debates.

The Policy Network project on the future of the European social
model, to which this booklet is a contribution, is one of these very
reactions. A large range of seminars with intellectuals and political
leaders has been held around Europe over the past eight months. The
contributions included in the booklet were among the products of
these seminars. They were edited and presented as materials of the
British Presidency at the Hampton Court Summit in October 2005.

Some people have said that the Summit itself was an empty
exercise, but in fact much potential for new policy thinking has flowed
from it. The Commission set up a number of working parties to report
on key issues in how the European social model should be best
reformed; these will influence discussions held and decisions reached
at future meetings of political leaders.

The results of the Policy Network project will be folded into some
of these future events. The project has a number of aims: to consider
the structural origins of the dilemmas faced by the EU countries today,
as they try to reconcile competitiveness, social cohesion and inclusion;
to identify best practice in the European states over the past ten to 15
years, and to study how far it can be generalised from one country to
another; and to look in a more radical way at the looming issues all the
EU countries will have to face in the near future.

The point is very definitely not to advance a scurrilous Anglo-Saxon
plan B. We do not in any sense seek to suggest a ‘British’ point of view




ANTHONY GIDDENS 99

for the rest of Europe to follow. On the contrary, we want to contribute
to a neutral and objective assessment of the problems and
opportunities Europe has as it confronts future uncertainties. We write
as supporters of social Europe, which we think can in fact confer
competitive advantage in the world now unfolding - if we can reach
some sort of overall agreement across Europe about the most fruitful
directions of reform.

The term ‘European social model’ is a kind of shorthand. Obviously
there is no single European social model. What holds the idea together
is a set of values - a belief in the importance of social solidarity, a
sense in which everyone pulls together for the common good; in
limiting social and economic inequality; in protecting the more
vulnerable members of society; and in cooperation between the social
partners.

In practical terms there is much diversity. The Danish social
scientist Gosta Esping-Anderson famously recognised three basic types
of European welfare system. These were the Continental type
(approximated by Germany or France), the Scandinavian type (such as
Denmark or Sweden) and the Anglo-Saxon type (such as the UK and,
outside Europe, Canada or Australia). Most would add a fourth: the
Mediterranean type, including Spain or Greece. In the EU-25 we would
have to add now a fifth type: the countries, such as Hungary or the
Czech Republic, making a transition from a Communist welfare system
to a Western-style one.

Thus - five types at a minimum. But we are not sure that this
typology, useful as it was at one time, has great value today. It implies
that these different types of social model are impossible to reconcile
when there is in fact quite a lot of evidence of mutual borrowing and
adaptation. Rather the picture is one of a mixture of diversity and
synergy. In other words, the welfare systems of Europe are changing or
evolving and at the same time learning - at least in some ways - from
one-another. Consider, for example, the UK. The proportion of GDP
given over to taxation is now approaching 42 per cent - about the same
as Germany. The UK is seen by many as market-driven, but it has the
most ‘socialistic’ system of health-care in Europe in the shape of the
National Health Service - the largest single employer in Europe. Very
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large further investments are being made by Tony Blair’s government
in both health and education. The new Labour government has not only
introduced a national minimum wage but raised it year on year. Labour
market reforms have been inspired more by Sweden and Denmark than
by the United States. The same goes for the planned devolution of both
the health care and education systems.

The need for reform of the social model(s) is plainly driven in some
part by economic globalisation - this was the prime theme of the
Hampton Court Council. Social and economic change is accelerating in
other parts of the world - as is evident in particular by the rise of India
and China as economic competitors, both of them having more than
one billion people. The rise of India and China, and more generally the
other Asian tigers, gives the lie to the idea that globalisation is simply
another name for the continuing world domination of the US, Europe
and the West.

Two decades ago the countries in the developing world produced
10 per cent of the world’s manufactured goods. That proportion has
risen to 25 per cent and if present trends are maintained will reach 50
per cent by 2020. China has recently overtaken Japan to become the
second largest economy in the world as measured in terms of
purchasing power. In less than five years it will surpass Japan’s
economy in terms of market exchange values as well.

In 1980, the EU-25 countries as they now are produced 26 per cent
of world manufacturing output. By 2003 that proportion had become
reduced to 22 per cent and is likely to be no more than 17 per cent by
2015.

Larger companies no longer source their goods and services
nationally, but world-wide, intensifying both trade and local
specialisation. In 2003-04 world trade grew twice as quickly as global
output. Trade in services is advancing rapidly, with India in the lead.
India’s service exports in real money terms have grown from a value of
$5 billion in 1990 to $40 billion in 2004.

Competition from the developing economies is no longer
concentrated only in low-cost goods. China and India have made large-
scale investments in technology, especially ICT, and are producing four
million graduates a year. No one knows how far the outsourcing of
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services will go, given the fact that it is driven by developments in
computer technology and by the deepening of access to such
technology. However the complexity of the services that can be
outsourced is rising rapidly. Financial, legal, journalistic and medical
services are among those most likely to be directly affected.

The External and the Internal

These are all challenges to which Europe can and must respond. They
have some clear potential implications for the social model. However,
it is a mistake to understand the changes to which Europeans must
react only in terms of globalisation - as the Hampton Court Council
tended to do. For this suggests that the need for reform or
modernisation arises solely from events happening in the external
world. Such is not the case. Some of the core problems faced by the
social model are primarily internal - they are at most loosely
connected with globalisation. Moreover, in some degree they are
actually influenced, or actively produced by, the social model itself.
Consider the ageing population. In the EU-25 today, some 70 million
people are aged 60 and over, making up 20 per cent of the population.
Over 30 per cent are aged 50 or more. One factor producing the ageing
population is that, on average, people are living longer. But the main
reason is the low birth rate.

This fact is easily understood if we compare the EU with the United
States. Following its expansion, the EU has a population of 455 million,
compared to 295 million in the US. Yet if current trends were
maintained, by mid-century the US will virtually have caught up'. In
America birth rates are at replacement level. In the EU-25 they
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