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When size and diversity do not really matter: The dismal political 

economy of social and labour market policy coordination in the 

EU 

 

Nikos Koutsiaras 

(University of Athens) 

I. Introduction 

The authors of a recent European Commission staff study of the economic 

impact of the 2004 enlargement – from the Bureau of European Policy Advis-

ers and the Directorate-General for Economic and Financial Affairs – have 

come up with unreservedly optimistic conclusions. Thus, they suggest that 

enlargement has continued and accelerated the process of wealth creation 

and income convergence which had been under way for over a decade, 

instead of giving rise to economic and absorption problems for the EU and to 

massive East-West migration flows and increased labour market instability in 

the old member states, as some had feared. And they argue that enlarge-

ment has brought about efficiency gains associated with the geographical 

expansion of the internal market, stemming, in particular, from the spatial re-

location of production according to comparative advantage and, also, aris-

ing from economic restructuring and modernization in both the old EU mem-

bers and the acceding member states. Furthermore, they also argue that the 

latter’s good economic performance may to a fair extent be attributed to 

appropriate institutional reforms and improved governance structures which 

have, in turn, been stimulated by the prospect for EU membership and linked 

to the fulfillment of membership criteria (Commission EC, 2006a). 
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However, the perceptions of European citizens are only partially, if at all, 

shaped by objective economic indicators and research findings. Indeed, 

European public opinion, according to the most recent Eurobarometer poll, 

seems to be divided on the issue of the economic and social consequences 

of EU enlargement, in general, with citizens’ worries being primarily related to 

employment, especially the impact of labour mobility and job relocation on 

domestic labour markets. Although the political benefits of enlargement are 

widely acknowledged, economic anxieties tend to prevail in the shaping of 

public perceptions, weighing heavily in countries such as Germany, France, 

Austria, Luxembourg and Finland, where the majority of citizens disapprove of 

EU enlargement. Yet, negative attitudes are very likely to reflect the lack of 

sufficient knowledge and accurate information on the economics of EU 

enlargement, as evidenced, inter alia, in the survey of public opinion and citi-

zens’ perceptions in regard to the 2004 enlargement process (Commission EC, 

2006b). No wonder, then, that future enlargement processes are viewed with 

increased public skepticism and, occasionally, outright hostility.  

National governments – to put it precisely certain national governments - 

have added to their citizens’ anxieties about enlargement. Not only have 

they failed to respond to public informational needs, but they have often at-

tempted to (causally) link domestic economic and social ills to pressures 

emanating, inter alia, from enlargement and to blame EU policies and institu-

tions for inadequately mediating those pressures on member states and 

poorly reacting to their Community-wide impact. Nowhere are those remarks 

more relevant than in the domain of social (and labour market) policy. In 

spite of implementing transitional arrangements restricting access to their la-

bour markets by workers from the new member states – with the exception of 

Malta and Cyprus – certain national governments have been raising worries 

about the consequences of enlargement for the sustainability of domestic 

labour market regimes and social protection systems and, in particular, have 
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been pointing to the risk of social dumping. Presumably, they have also been 

unable to foresee their citizens’ reactions.   

Arguments of this sort are hardly new in European political debate. As a mat-

ter of fact, academic and political perceptions of a dilemma between wid-

ening and deepening of the EU have been widespread. But equally wide-

spread are perceptions of a mutually reinforcing relationship, whereby the 

process of enlargement is both made smoother by and takes forward the 

process of EU institutional reform – presumably allowing for deeper policy co-

ordination. Yet, as the present paper argues, neither of those alternative ap-

proaches may necessarily be the case. In fact, interrelation between widen-

ing and deepening may hardly be present under certain circumstances per-

taining to potential membership and/or particular policy areas. This is theo-

retically discussed, albeit very briefly, in the first section. And it is empirically 

analyzed in the second section, in regard to social and labour market policy. 

The last section concludes.   
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II. Can deepening and widening be separate processes? A theoretical hy-

pothesis (briefly made) 

Theoretical accounts of the interrelation between EU deepening and widen-

ing have, so far, been anything but comprehensive (Schimmelpfennig and 

Sedemeier, 2002; Faber, 2006). The issue has only been treated incompletely 

and, at times, indirectly by economists and political integration theorists alike. 

Besides, the former have mainly placed emphasis on the widening part, in 

other words on the geographical expansion of a preferential trade agree-

ment, as reflected in the customs union theory or the theory of the optimum 

currency areas. The latter have primarily been concerned with deepening, 

that is with the gradual rise in the scope and the level of European integration 

and, thus, with further institutionalization of European policy coordination, not-

withstanding changing definitions of the term, especially in regard to its 

inherent normative dimension. Being so, the views of political integration theo-

rists have often been in conflict. (For a critical assessment of the state-of-the-

art of research on enlargement by political integration analysts, see 

Schimmelpfennig and Sedemeier, 2002). On the one hand, neofunctionalist, 

as well as those still inspired by neofunctionalism, theorists of unity conceive of 

a mutually reinforcing relation between widening and deepening.1 On the 

other hand, intergovernmentalist logicians of diversity detect a negative rela-

tion, whereby an increase in EU membership makes institutionalized policy 

coordination harder to attain.2 Surprisingly, perhaps, few seem to contem-

plate - instead relying on prima facie reasoning - lack of a systematic, causal, 

unidirectional or two-way, relation between widening and deepening. 

                                                 
1 As implied by the spillover hypothesis. Thus, the various facets of the spillover mechanism, 
functional, political and geographical, may only analytically be separated, but in reality they 
simultaneously, indeed inextricably, operate. Therefore, neofunctionalists may think of 
enlargement as a proof for the relevance of the spillover hypothesis, but, also, as a measure 
of the success of the incremental integration process (see also Faber, 2006).       
2 Obviously, a trade-off between widening and deepening arises by virtue of the increased 
heterogeneity of EU membership.   
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Yet, this may well be the case so long as European integration is thought of as 

a growth and adjustment strategy of member (welfare) states (as in Milward, 

1992), albeit evolving in a second-best environment and, therefore, being im-

plemented by less than (fully) benevolent national governments (as in Pelk-

mans, 1982, Begg et al., 1993; and also as in Moravcsik, 1993 and 1998). Thus, 

briefly, EU enlargement, generally enlargement of a regional economic un-

ion, and, for that matter, an increase in the size and internal diversity of the 

common market, confers welfare benefits and accelerates economic growth 

in both old and new members – of course, subject to trade diversion effects 

being smaller than trade creation effects. Furthermore, Community institution 

building is deliberately pursued by governments aiming at inserting credibility 

in European market integration processes, including geographical expansion 

of the common market, thereby increasing cross-border trade and factor 

mobility and, therefore, allowing for the realization of bigger welfare and 

growth effects (see Eichengreen, 1996). In addition, Community institution 

building facilitates intergovernmental bargaining, thus making Pareto efficient 

outcomes easier to outline and, eventually, conclude. More importantly, 

though, national governments engage in Community institution building and, 

occasionally, even seek to share sovereignty, in order to provide for credible 

policy coordination whenever national policy autonomy is effectively – for 

various reasons - weakened. But, they also seek to institutionalize policy coor-

dination in order to avail of the option – in fact various options of different in-

tensity and credibility - of two-level game politics (Putnam, 1988), thereby sof-

tening domestic policy constraints and improving the prospects for welfare 

state reform and adjustment. Conceivably, motivations for institution building 

may considerably differ across policy sectors. 

Now, depending on its underlying motivation, institution building is very likely 

to be unaffected by size and heterogeneity of EU membership, as, for in-

stance, when credibility of market integration processes or the option of two-
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level game politics is sought. Otherwise, it may only be influenced condition-

ally or remotely. Again, matters may considerably differ among policy sectors. 

Similarly, institution building may only affect the pace of widening, in the 

sense that a growing EU acquis takes longer to be complied with. But it has 

little, if any, bearing on the structurally sourced and democratically con-

structed preferences for common market expansion or for joining the regional 

block on the part of incumbent and would-be members respectively (for a 

more qualified, constructivism-sensitive view, Jachtenfuchs, 2002).3 Hence, 

widening and deepening are separately determined and their relation, or 

lack thereof, does not evolve independently and unconditionally.  

In other words, whether widening and deepening are jointly pursued, or, in-

stead, a certain sequence is followed, or, even, no association is actually en-

visaged, depends on how that would impact on national growth and adjust-

ment strategies. And the same argument does certainly apply also to the 

quantitative and qualitative dimensions of widening and deepening. Thus, it 

applies to the (enlargement) round-specific questions of size and heterogene-

ity of EU membership, i.e. the number and identity of would-be member 

states. And it also pertains to the issues of scope and degree of further institu-

tionalization of European policy coordination, themselves entailing a proce-

dural and a substantive dimension and being resolved through major EU po-

litical changes and institutional reforms, usually embodied in Treaty revisions, 

but also being shaped by day to day EU policy negotiation and decision-

making.  

Following this very brief (and admittedly tentative) theoretical account, a his-

torical perspective of the politics of the social dimension in an (ever) enlarg-

                                                 
3 Explicit reference to the democratic criterion is here meant to denote (democratic and) less 
than benevolent governments’ commitment to increasing average welfare, if primarily for 
electoral purposes, and thus to imply that governments are unlikely to discount the economic 
gains form common market expansion (Mattli and Plőmper, 2002). Besides, in practice, fulfill-
ment of the democratic criterion is conditio sine qua non for a state to be assigned the EU 
candidacy status.          
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ing Community may conceptually be informed, hopefully in a useful way for 

comparative purposes. Furthermore, in regard to method, developments may 

better be identified and assessed by looking at periods of integration which 

include major episodes of widening and deepening. Besides, this may also 

better serve comparative purposes and allow for multidimensional ap-

proaches. As suggested in Faber (2006), four periods of integration are de-

lineated, namely 1957-1974, 1974/5-1986, 1986/7-1997 and 1997/8-2004.  

 

 

III. Wider but neither deeper nor looser: The true story of social Europe 

a. 1957-1974: The  reign of the (national) welfare state    

The first period of European integration (1957-1974) was marked by the 1969 

Hague summit and the 1973 Northern enlargement round, which brought the 

United Kingdom, Ireland and Denmark into the European Economic Commu-

nity (EEC), (January 1st, 1973). Prior to the 1969 Hague summit, national gov-

ernments had fervently defended their prerogatives in matters of social and 

labour market policy and furiously resisted Commission initiatives (Gold, 1993). 

Although those initiatives had been anything but institutionally ambitious, 

partly owing to poor and weak Treaty provisions which, for the most part, lim-

ited the social role of the Community to delivering opinions, they had still 

been guided by the principle of upward harmonization, thus raising wide-

spread opposition among and within the member states, even by those who 

were supposed to benefit (see Haas, 1958: 223, where reference is made to 

the position of German trade unions). Besides, encouraged by the success of 

the (newly embedded and expanding) welfare state, or its then perceived 

success, in delivering fast and uninterrupted economic growth, full employ-

ment and income redistribution, national governments could hardly have 
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thought of compromising their management of a general welfare increasing 

cum vote winning mechanism.  

Nevertheless, the 1969 Hague summit called for an increased Community fo-

cus on social policy, as part of a strategy aiming at reviving European integra-

tion and, particularly, entailing completion, widening and deepening of the 

integration process. One might reasonably associate those calls with con-

cerns about competitiveness in the founding six member states. The prospec-

tive membership of countries with social protection systems and labour mar-

ket policies which little relied on payroll taxes and labour market regulation 

would likely inflict a competitive disadvantage on the six member states fea-

turing social protection systems and labour market policies which were much 

relied on social security contributions and labour market regulation and, 

therefore, led to increased labour costs. Containment of cross-border labour 

cost differentials within an enlarged Community would, thus, most likely come 

about by Community-level coordination of national social and labour market 

policies, entailing approximation, not to say harmonization, of national provi-

sions.  

However, it was only in 1974 that the Council adopted a social action pro-

gramme, on the basis of a Commission proposal and, of course, the United 

Kingdom, Ireland and Denmark actively took part in Council deliberations. 

Nothing had, thus, gone ahead prior to the formal accession of the United 

Kingdom, Ireland and Denmark, nothing that would have added to the social 

acquis and would have increased their cost of compliance and affected the 

development of their own welfare systems.  Obviously, the six member states 

had felt little reason to moderate their welfare state optimism and, conse-

quently, to think of their neglect of social Europe – or social dimension (further 

discussed later) –4 as being no longer benign (see Mosley, 1990). Summing up, 

                                                 
4 Both concepts have customarily, albeit arbitrarily been likened to centralization, or, at any rate, binding coordi-
nation of social policy at the Community level.    
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during the first period of European integration, widening of the Community 

had virtually been unrelated with developments, or lack thereof, in regard to 

social policy.  

b. 1974/5-1986: The hype of social activism  

The increased size and diversity of EEC membership, following the Northern 

enlargement, did not frustrate Community social policy making during the 

second period of European integration (1974/5-1986), not unjustifiably consid-

ered as a period of increased, albeit sometimes unproductive, (Community) 

social activism (see Mosley, 1990). A reversal in the continent’s economic out-

look, associated with declining growth rates, rising unemployment and ac-

celerating inflation rates, along with an increase in domestic social tensions, 

made national welfare state institutions look vulnerable and, no doubt, lent 

little support to national governments’ former complacently uncompromising 

stance towards Commission social initiatives. Yet, a change, however minor, 

in national preferences for Community social policy, was also made possible 

by the Commission’s abandonment of its former commitment to the principle 

of upward harmonization. The Commission’s abandonment of the (stricto 

sensu) harmonization principle, though, was only partly, if at all, dictated by 

wider intra-Community diversities in regard to social protection systems and 

labour market institutions. In fact, it largely was a calculated response to the 

(recently noticed) deficiencies of the welfare state and, consequently, to the 

lack of a clear benchmark and it was also an embrace, however qualified, 

hesitant and undeclared, of the policy competition rationale – and of the 

spirit of subsidiarity.  

In other words, it was, at any rate implicitly, recognized that social policy and 

the welfare state might likely be confronted with a growth vs. equity trade-off, 

which could, certainly, only be settled at the national level, via the democ-

ratic political process. It, thus, was realized, at least practically, that Commu-

nity social policy should almost exclusively aim at improving the terms of na-
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tional trade-offs, while refraining from measures that would worsen the terms 

of those trade-offs or, indeed, challenge national choices. To put it otherwise 

(by employing the metaphor of Bean et al., 1888: 30), it was understood that 

Community social initiatives should only consist of measures that might shift 

the national growth-equity frontiers upwards and to the right, instead of en-

tailing measures that would likely push national economies inside their growth-

equity frontiers or force them to shift along their frontiers. Therefore, the fate of 

Community social policy initiatives was conditioned on their being justified on 

economic efficiency considerations, however substantiated, rather than eq-

uity concerns. No matter how much uninspired it might sound, Community 

social policy would be politically infeasible and institutionally unattainable, 

unless it enhanced economic efficiency. Only then could Community initia-

tives pass through the Council’s needle eye - very much narrowed down by 

unanimity.  

Increased social activism was, thus, confined to efficiency-related legislative 

measures. In particular, five directives in the area of gender equality were 

adopted during that period, all complementing and, occasionally, updating 

(e.g. when addressing indirect discrimination) existing national legislation, itself 

aiming at addressing labour market failures and tackling discrimination, thus 

allowing for increased female employment. In fact, despite their positive la-

bour market effects, gender equality policies, including legislation, were, at 

least initially, met with misgivings, owing to socio-cultural tradition and, often, 

outright prejudice. Community legislation could, in such cases, substitute for 

politically expensive initiatives on the part of national governments (for a his-

torical review of Community equality legislation, Cox, 1993, and Ostner and 

Lewis, 1995, where the politics of Community equality legislation is also dis-

cussed). 5  Furthermore, seven directives were adopted in relation to health 

                                                 
5 It is true that gender equality legislation gave rise to intensified ECJ activism. Often, ECJ rul-
ings much surprised national authorities, their implications sometimes reaching beyond the 
area of gender equality. Yet, more often than not ECJ rulings reinforced the favourable ef-
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and safety at the workplace, all featuring improved specification of risks, also 

complementing national legislation. Indeed, the structure of Community law-

making in the area of health and safety at work made sure that, at least from 

a technical point of view, Community directives were adding value to – in-

creasing the relevance of – national regulatory schemes. That should primarily 

be attributed to the preparatory work of the Advisory Committee on Safety, 

Hygiene and Health Protection, established in 1974, within which national sci-

entific resources could productively be pooled. Besides, setting up health and 

safety standards by means of legislation is a (much needed) government re-

sponse to the harmful labour market consequences of imperfect information, 

allowing for increased labour productivity – primarily at the firm-level - while 

reducing the burden on social security and health care systems (for a discus-

sion of early Community actions in the area of health and safety at work, 

James, 1993).  

On the other hand, though, Community legislative initiatives in the area of 

labour law were hard to get through the Council. In fact, Community action 

in that area was bound to be controversial, lacking both a sufficient justifica-

tion for its being imposed on national regulatory systems and an unequivo-

cally expected positive impact on labour market efficiency – though it could, 

in principle, increase protection of workers and serve equity objectives. Thus, 

during that period only three directives were successfully negotiated, all deal-

ing with collective displacements of employees – thus covering the cases of 

collective dismissals, transfer of undertakings and insolvency of the employer – 

6 and largely reflecting the contemporary political economy of domestic la-

bour markets (for instance, see Saint-Paul, 1997). However, those directives 

little affected national regulatory preferences and levels of employee protec-

tion, merely establishing Community standards closely tied to the lowest 

                                                                                                                                                         
fects of (initial) Community legislation on labour market efficiency, especially in relation to 
female employment (Koutsiaras, 2003) 
6 Directive 75/129/EEC, Directive 77/187/EEC and Directive 80/987/EEC respectively 
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common denominator and/or placing emphasis on procedural issues alone 

(e.g. information of employee representatives in cases of collective dismiss-

als).  

Interestingly, though, those directives were all adopted during the second 

half of the ’70s, whilst consequently, i.e. during the first half of the ’80s, no 

Commission proposal in the domain of labour law was agreed upon in the 

Council. Arguably, increased unemployment, coupled with persistent infla-

tionary pressures, as well as failure of Keynesian demand management poli-

cies, most notably in France (Sachs and Wyplosz, 1986), made a turn towards 

supply-side policies almost inevitable, thereby also advancing the case for 

labour market deregulation. The newly (1979) elected UK conservative gov-

ernment expressed the most radical economically and most aggressive politi-

cally version of the supply-side cum labour market deregulation programme 

and fought hard - and successfully - against reinforcement of domestic con-

straints on labour supply by means of Community legislation. Owing to the 

unanimity rule, the other governments did not need to oppose Community 

social initiatives, nor did they have to risk confrontation with domestic labour 

interests - and the trade unions - in order to prevent Community-driven rein-

forcement of domestic labour market rigidities and supply constraints. All they 

had to do was simply to watch the UK conservative government blocking the 

Commission legislative proposals – whereas they might perhaps hypocritically 

accuse it of anti-social behaviour. 

Hence, however increased, albeit unevenly distributed, social activism during 

the second half of the ’70s and the first half of the ’80s did not really make its 

own impact much felt. In other words, Community social policy was only indi-

rectly and unintentionally related to equity purposes and redistribution, thus 

bearing little resemblance to (national) social policy proper. Social and la-

bour market policy coordination was, instead, principally associated with 

economic purposes and efficiency considerations, thus squarely being 
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grouped with other market-building cum market-improving policies rather 

than with state-building cum market-correcting ones.  

No doubt, then, social Europe – in the sense of deeper coordination of redis-

tributive social and labour market policy at the Community level – was not 

going to be part of the internal market programme, nor would it be an impor-

tant constituent of the Single European Act (SEA). And the southern enlarge-

ment(s) had almost nothing to do with that whatsoever. After all, Mrs. 

Thatcher was adamant that qualified majority voting, SEA’s major reform, 

would not apply to workers’ rights, the only exception being, unsurprisingly, 

health and safety at work. However, Greece, which had joined in 1981, and 

Spain and Portugal, which became formal members on January 1st 1986, had 

little reason to worry about the likely impact of future Community health and 

safety legislation, in view of their own regulatory deficits. Firstly, not only would 

(technically) refined health and safety legislation confer productivity gains at 

the firm level, but it would also ease cost pressures on their financially con-

strained, institutionally divergent and relatively less developed social protec-

tion systems (for the southern European welfare states Ferrera, 1996; Rhodes, 

1997). Secondly, cost competitiveness of their numerous, and in certain indus-

tries arithmetically predominant, small and medium-sized enterprises would 

not suffer as a result of Community health and safety directives. The new 

Treaty Article 118 A explicitly precluded imposition of disproportionate, 

Community legislation-induced financial and administrative burden on the 

small and medium-sized companies. 

 

c. 1986/7-1997: Political (two-level) games and the primacy of economics      

However minor, SEA- driven relaxation of institutional constraints on Commu-

nity social policy was going to be fully exploited by the Delors’ Commission. As 

a matter of fact, Community social and, especially, labour market legislation 
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was, still, thought of as an indispensable means towards establishing a social 

dimension. Besides, the social dimension objective had readily found its way 

to the top of the policy agenda of the Delors’ Commission, along with re-

gional policy, from the moment the SEA came into effect. It was also going to 

shape demands for deeper institutional reforms that were, subsequently, go-

ing to be somewhat met, initially, through the social protocol of the Maas-

tricht Treaty and, later, with the social chapter of the Amsterdam Treaty. In-

deed, during the third period of European integration (1986/87-1997), marked 

by the (Maastricht) Treaty on the European Union and the Treaty of Amster-

dam and, also, by the EFTA enlargement of the European Union, social and 

labour market policy was going to be well placed at the centre of the Euro-

pean debate, whilst causing controversies and giving rise to various legal and 

political disputes. Nevertheless, in spite of the renewed social activism of this 

(third) period of integration, Community social policy did not cease being 

heavy on symbolism, but light on substance (to use the aphorism in Tsoukalis, 

1993: 157-164). That was not in any way brought about by increased intra-

Community diversity, associated with its southern enlargement, and was cer-

tainly not going to influence the future enlargement of the European Union.           

Thus, analytically, drawing on the idea of President Mitterrand for a European 

social space, originally introduced in 1981,7 the Delors’ Commission put for-

ward the concept of social dimension and even embraced it as a policy ob-

jective, having firstly attempted to specify its content and make it operation-

ally relevant, though failing to effectively remove its ambiguity (for a historical 

review, Teague, 1989). Hence, the social dimension (of European integration) 

would, following the Commission’s approach, be realized provided that a 

bundle of fundamental social rights was defined and accordingly enforced 

via Community legislation and dialogue amongst the social partners at both 

                                                 
7 In operational terms, President Mitterrand had then thought of a Community action plan to 
combat unemployment via coordinated fiscal activism/ expansion. This brainchild of him, 
though, never found its way to the Council.    
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the national and the Community level  acquired an instrumental role in social 

and employment policy making. Social dialogue, therefore, would support 

and at times substitute direct legislative action on the part of national gov-

ernments and the Community, thereby allowing for better coordination of na-

tional social and labour market policies (Lodge, 1990). Besides, following the 

SEA, Treaty Article 118 B stipulated that Community level social dialogue 

could result in collective agreements, should the social partners have so 

wished. However ambitious it might, or, might not seem, the social dimension 

proposal was, nonetheless, much less interventionist and centralizing than the 

early period harmonization ideas. 

It could certainly not be more ambitious – interventionist and centralizing. Af-

ter all, despite a remarkable improvement in growth rates and a substantial 

reduction in rates of inflation in the   member states, during the second half of 

the ’80s,8 labour market performance was still marked by persistently high 

rates of unemployment.9 Thus, it was made evident that unemployment was 

largely structural in character and, also, that labour market (real wage) rigidi-

ties made disinflation costlier to achieve – i.e. they increased the so-called 

sacrifice ratio. Therefore, instead of aiming at aligning their social and labour 

market policies, thereby leaving regulatory failures untouched and rigidities 

entrenched, national governments should rather have opted for policy re-

forms that would have allowed for speedier labour market adjustment to 

structural economic changes, the most pressing amongst the latter being 

European market liberalization and integration. Yet, policy reform was strongly 

opposed by trade unions mostly representing labour market insiders, whilst 

protectionist assurances were often sought by business, especially in richer 

member states where the impact of low cost competition from southern 

                                                 
8 Based on OECD data, during 1986-90 average annual economic growth for the EC-12 
reached 3.1% and the average annual rate of inflation fell to 4.4%. The relative rates during 
1980-85 had been 1.5% and 9.8% respectively.   
9 During 1980-85, the average annual rate of unemployment in EC-12 was 8.4%, but it rose to 
9.1% during the second half of the ’80s (OECD data).  
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member states would likely be felt most. Hence, it should have caused little 

surprise that governments from richer member states lent their support to the 

Commission’s social policy – social dimension – initiatives. In fact, those gov-

ernments were claiming, sometimes vociferously, that in the absence of 

Community-wide (minimum) social and labour standards, their (generous) 

welfare systems would grievously be challenged by social dumping policies 

followed by the low cost southern member states and the UK in order to in-

crease their own trade shares, investment and jobs (for a discussion of social 

dumping allegations in Germany, Eichener, 1992). In effect, richer member 

state governments were claiming that, on social welfare grounds, enlarge-

ment of the Community should be followed by deeper coordination of na-

tional social and labour market policies, associated with increased Commu-

nity powers.  

The social dumping thesis – firstly espoused by the French during negotiations 

for the Rome Treaty but with little effect - was largely dismissed by the south-

ern member states and was even ridiculed in the UK for reasons that obviously 

went far beyond poor economic justification. In fact, economic analysis – by 

labour economists and trade economists alike – lends very little, if any, sup-

port to the race-to-the-bottom cum social dumping sort of pessimism. Instead, 

it praises the virtues of market integration and policy competition linked to 

specialization according to comparative advantage, efficient allocation of 

production factors and mitigation of (unemployment increasing) domestic 

social and labour market policy failures (on the economics of social dumping, 

Bean et al., 1998, Begg et al., 1993, and Koutsiaras, 2003). Furthermore, follow-

ing its refutation of social dumping, economic analysis leaves no doubt as to 

the harmful effects of (Community-wide) harmonized social and labour mar-

ket regulation on Community trade and welfare, in general, and on southern 

member states’ economic growth and jobs, in particular.  
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Nevertheless, southern member state governments, primarily the Greek and 

the Spanish socialist governments, did offer their (almost) unqualified support 

to the Commission social policy initiatives, effectively joining hands with richer 

member state governments, whilst the UK conservative government remained 

fiercely opposed to centralizing tendencies in the area of social and labour 

market policy. Thus, the Community Charter of Fundamental Social Rights of 

Workers was endorsed by the Strasbourg European Council, in December 

1989, having taken the form of a solemn political declaration from which the 

UK abstained. And a Commission action plan for implementing the Charter 

was subsequently put forward, but it gave rise to various controversies and 

made slow progress, the UK government having always been at the forefront 

of opposition to the Commission (legislative) proposals. Interestingly, govern-

ments from both richer and southern member states stood by the Commission 

and, even, gave their support to its imaginative – and at times arbitrary – legal 

strategy, the so-called Treaty-base game (Rhodes, 1995), aiming at extending 

the effective reach of qualified majority voting in regard to social legislation 

and, thus, making the UK veto inoperative.  

Furthermore, a few years later, at Maastricht, both richer and southern mem-

ber state governments signed – more reluctantly than publicly acknowledged 

- to the “social agreement eleven”, attached to the protocol on social policy 

which, in turn, was annexed to the Treaty on European Union (TEU). In so do-

ing, the agreement signatories availed of a twin-track social and labour mar-

ket policy making (Rhodes, 1995), whereby failure to legislate within existing 

Treaty arrangements – i.e. within the social chapter which remained unrevised 

by the TEU – did not need to cause stalemate, of course provided that the UK 

government was chiefly responsible for that failure. The social protocol ex-

cluded the UK and enabled the eleven governments to deepen coordination 

of their social and labour market policies and, accordingly, to adopt Com-

munity legislation on the basis of the “social agreement eleven”, whereby 
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Community competences in the area of social policy were increased, quali-

fied majority voting – adjusted for eleven member states - applied over a 

wider range of issues and social dialogue was further institutionalized in regard 

to policy making, including so-called law by collective agreement, and im-

plementation. 

Yet, some issues do, at first sight, look puzzling, the least important probably 

being inconsistency in southern member state governments’ behaviour, on 

the one hand dismissing the relevance of social dumping and on the other 

hand endorsing and, often, enthusiastically promoting its policy implications 

(for instance, the Greek Presidency of the Council, during the second half of 

1988, put the issue of social space/social dimension to the top of its list of pri-

orities). Indeed, it makes one wonder whether and how could richer member 

states’ indirectly protectionist policy preferences, at any rate their declared 

policy preferences, be reconciled with southern member states’ economic 

interests, which were, then, partly associated with low-cost production and 

trade specialization. How, in other words, could southern member state gov-

ernments give their assent to a Community social policy that would effectively 

(and largely unjustifiably) trigger exportation of unemployment from richer to 

southern member states. Also, it certainly is puzzling that, in spite of their con-

demnation of UK social and labour market policies and, especially, in spite of 

their anxieties in regard to negative cross-border policy spillovers undermining 

their own welfare regimes, richer member state governments, along with their 

southern member state counterparts, formally acknowledged and upheld the 

UK government’s right of (following a strategy aiming at) raising its rivals’ costs 

(Vaubel, 1995).  

Of course, neither did southern member state governments make their richer 

member state peers a favour,10 nor were the Maastricht social agreement 

                                                 
10 It has been said that southern member state governments agreed to Community social 
policy initiatives and, even, supported Treaty-incorporated institutional reforms because they 
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eleven signatories eager to indirectly, to say the least, contribute to increased 

UK competitiveness. After all, both southern and richer member state gov-

ernments had, in each and every occasion, good, institutionally sourced rea-

sons to consider their choices ex-ante appropriate – in the sense of satisfying 

national preferences. (And, by the same token, the analyst’s confusion and 

puzzlement may all but reflect inadequate appreciation of the Community 

social policy regime.) Thus, following the SEA and prior to the TEU, southern 

member state governments could certainly count on the UK government’s 

explicit opposition to the Commission social initiatives in order to avert social 

policy-induced competitiveness loses. In fact, the UK government’s veto was 

all but sufficient to effectively neutralize the impact of Community measures 

on national welfare systems. However, it is far from clear that southern mem-

ber state governments were actually exposed to the risk of social policy-

induced competitiveness loses. So long as Community social policy was 

largely confined to labour market regulation, the aforementioned risk was 

anything but considerable. Labour market regulation in southern member 

states had not been lighter than in the richer member states, even being 

stricter in relation to core issues. Thus, more importantly for the discussion at 

hand, diversities amongst national labour market regulatory regimes were, 

with the exception of the UK and to a lesser extent Ireland, not really sizeable. 

Hence, southern member state governments were not the only potential free 

riders on the UK government’s back.       

                                                                                                                                                         
were offered generous side- payments, in the form of (vastly increased) regional transfers 
(Lange, 1993). However, this argument fails to provide a consistent explanation of govern-
ments’ behaviour.  As a matter of fact, it may – just may - be relevant in regard to the social 
dimension and social charter initiatives in late 80’s, so long as the decision to double the 
amount of financial resources going to the structural funds had already been taken in 1988. It 
may, nevertheless, hardly explain the Maastricht arrangements. A package deal entailing 
social and regional policy was never made at Maastricht, for the very simple reason that the 
regional policy part (what was later called Delors’ second package) was not – and could not 
be – financially specified at that time.             
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Furthermore, the eleven signatories to the Maastricht social agreement were 

careful to secure an institutionally balanced set of arrangements that would 

not unnecessarily challenge national welfare states, while being cost sensitive. 

Thus, besides inclusion of Treaty Article 3B on the principle of subsidiarity, the 

“social agreement eleven” stated explicitly (article 1) that both Community 

and national social and labour market policies should take into account, inter 

alia, the need to maintain competitiveness. In addition, further institutionaliza-

tion of the social dialogue in regard to Community social policy making and 

implementation, including legislation by collective agreements, could hardly 

cause national anxieties. As a matter of fact, social dialogue would likely be-

come the dominant mode of Community social policy making, because 

European-level social partners were each faced with a threat. On the one 

hand, employers’ organizations, especially UNICE, were threatened by direct 

legislative action which had been made easier following the “social agree-

ment eleven”. On the other hand, employees’ organizations, especially the 

ETUC, were threatened by deliberate Council inaction (Falkner, 1996). Yet, 

substantive policy outcomes were unlikely to prove burdensome and costly 

for national regulatory systems. Social partners were not equally threatened, 

or, to put it precisely, they were not faced with equally credible threats. Obvi-

ously, the eleven governments were unlikely to adopt legislation that would 

weaken their economies’ competitiveness vis-à-vis the UK, economy, thereby 

increasing the likelihood of deliberate Council inaction. Thus, faced with the 

credible threat of legislative inaction – at any rate more credible than the 

threat of direct legislative action faced by employers – workers’ organizations 

would certainly prefer collective agreements, which, consequently, would 

most likely reflect (the effectively empowered) employers’ demands, hence 

entailing little by way of market intervention and, also, little affecting national 

regulatory systems, if at all. 
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Being ex-ante conducive to national preferences’ fulfillment, governments’ 

choices were, unsurprisingly, going to be ex-post efficient too, as amply dem-

onstrated by Community labour market legislation during the third period of 

European integration (1986/87-1997). Thus, leaving aside the relatively uncon-

troversial legislation in regard to health and safety at work and gender equal-

ity, as well as (legislative) acts updating and amending legislation already in 

force, six new directives in the area of labour law were adopted. Four of them 

were legally based on the Treaty social chapter,11 one directive was adopted 

via the direct legislative channel provided for by the “social agreement 

eleven”,12 and another one was produced via the social dialogue/collective 

agreement route to Community legislation.13 However, their impact on na-

tional regulations and regulatory systems, in general, was going to be rather 

negligible. As a matter of fact, minimum labour standards established by 

Community legislation seldom differed from the lowest common denominator 

and, even in cases they somewhat did, relatively long gestation periods, 

derogations and concessionary clauses (as, for instance, with the directive on 

the organization of working time) sufficed to offset the impact of (the rela-

tively more ambitious) minimum standards. Therefore, in effect, national 

(un)employment - wage (in)equality trade-offs were virtually left untouched 

(Koutsiaras, 2003).    

However dismal it might read, the record of Community social and labour 

market policy was very much aligned with an equally dismal contemporary 

political economy. Following the rapid increase in European economic 

                                                 
11 Directive 91/533/EEC on the employer’s obligation to inform employees of the conditions 
applicable to the contract of employment relationship, Directive 93/104/EC on the organiza-
tion of working time, Directive 94/33/EC on the protection of young people at work and Di-
rective 96/71/EC concerning the posting of workers in the framework of the provision of ser-
vices. 
12 Directive 94/45/EC on the establishment of a European Works Council or a procedure for 
information and consultation of employees in Community-level undertakings and groups of 
undertakings.   
13 Directive 97/81/EC concerning the framework agreement on part-time work concluded by 
the social partners (UNICE, CEEP and the ETUC). 
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growth, during the second half of the ’80s, albeit little impinging on persis-

tently high rates of unemployment, the performance of European economies 

during the first half of the ’90s was disappointing and unemployment rates, in 

particular, climbed to their highest post-war levels.14 By that time, though, little 

doubt was left as to the structural causes of European economic malaise and 

the Commission forcefully made the case for reforming the European eco-

nomic and social model, including labour market institutional reform (Com-

mission EC, 1993). Hence, never before had the case for (meaningful) Com-

munity-level labour market regulation been weaker than in those adverse cir-

cumstances, particularly in regard to European labour markets. Genuine 

deepening of Community-level coordination of social and labour market pol-

icy was, thus, effectively deterred by domestic regulatory failures calling for 

institutional labour market reform, entailing inter alia revision of 

(un)employment – wage (in)equality trade-offs. It was certainly not hindered 

by intra-Community regulatory diversity, the latter actually being lesser than 

commonly perceived. Neither, of course, was deeper Community-level coor-

dination of social and labour market policy compelled by regulatory diversity, 

as earlier argued.  

Being largely – and wisely - symbolic, Community-level coordination of social 

and labour market policy did, nonetheless, assist national governments – with 

the exception of the UK conservative government – in carrying forward their 

plans, initially, for liberalized market integration and, subsequently, for mone-

tary union. Thus, southern member state governments, especially the socialist 

governments in Spain and Greece, could politically legitimize their Europe-led 

cum liberalization-driven development strategies via their constant support, 

let alone active promotion of social Europe, thereby also diluting left-wing 

opposition to European integration. For richer member state governments, 

                                                 
14  Based on OECD data, annual average growth in the EC-12 was 1.2% during 1991-94, com-
pared to 3.1% during 1986-90, and the average annual rate of unemployment in the EC-12 
climbed to 10.2% during 1991-95, compared to 9.1% during 1986-90. 
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though, failure to successfully negotiate deep(er) institutional reforms and en-

act (more) ambitious Community social and labour market policy could often 

be conveniently blamed on unfair competition intentions and social dumping 

practices on the part of southern member state governments and, of course, 

the UK government. The need for domestic welfare and labour market reform 

would, then, appear both exogenously dictated and inescapable. However 

inescapable it might appear, though, labour market reform was confronted 

with uncertain and/or politically unfavourable redistributive implications (for 

instance, Fernandez and Rodrik, 1993), thereby being often confined to 

piecemeal measures and changes at the margin and, occasionally, compris-

ing contradictory policies (Boeri, 2000; OECD, 1997).        

Community social policy was, in any case, not going to have any effect on 

the 1995 EFTA enlargement. Enjoying high living standards and combining lib-

eral trade preferences, generous welfare systems and well endowed active 

labour market policies, Sweden, Finland and, to a lesser extent, (neo-

corporatist) Austria had no obvious reason to feel the social dumping sort of 

anxieties. And they, certainly, could cause no such anxieties in incumbent 

member states. Yet, following severe, partly permanent, economic shocks, 

labour market performance in Sweden and Finland had, at the time of their 

accession, markedly deteriorated and unemployment rates reached formerly 

unknown levels (in 1994, the rate of unemployment was 17.4% in Finland and 

9.8% in Sweden, according to OECD data). Economic research brought to 

the fore welfare and labour market institutional failures (e.g. Rosen, 1996; 

Lindbeck, 1997) and reforms did find their way to the top of governments’ pol-

icy agendas. If anything, then, the recently agreed, at the 1994 Essen Euro-

pean Council, European employment strategy, placing emphasis inter alia on 

active labour market policies, would all but enthusiastically be endorsed by 

the acceding former EFTA member states.  
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As a matter of fact, coordination of member states’ employment policies, al-

beit of the soft type, thus fully respecting the member states’ competencies 

and, therefore, entailing no binding rules or sanctions, was formally institution-

alized via incorporation in the Treaty, following the latter’s revision by the 1997 

Amsterdam European Council. In addition to inserting a separate employ-

ment chapter, including establishment of the Employment Committee, the 

revised Treaty also put an end to the twin-track mode of Community social 

policy making, by abolishing the Maastricht social protocol and incorporating 

the social agreement into the revised Treaty’s (unremarkably amended) so-

cial chapter. Abolition of the social protocol was obviously made possible fol-

lowing the 1997 change of government in the UK. Indeed, having endorsed a 

model of industrial relations based on social partnership and fairness at work, 

inter alia entailing establishment of workplace rights by law, the new Labour 

government had gone some (third, albeit little) way towards convergence 

with the continental model, arguably on efficiency grounds. Yet, had there 

been uncertainty about the future direction of Community social and labour 

market policy, or, in other words, had there been a risk of Community social 

legislation preventing (UK) labour market flexibility,15  the new Labour gov-

ernment would certainly not have contemplated an end to the UK social opt-

out.  

 

d. 1997/8-2004: The winds of change?  

Legislation was soon going to lose importance relative to other Community 

social policy instruments. That was readily made evident during the last period 

of European integration, 1997/98-2004, marked by the Nice Treaty, the Eastern 

enlargement and the (currently in limbo) Constitutional Treaty. So, leaving 
                                                 
15 By setting minimum labour standards at a higher level than required for the efficient work-
ing of labour markets, or, to use the (new Keynesian) economist’s jargon, standards imposing 
deeper rigidities than rationally demanded. Presumably, a liberal labour market policy, such 
as in Anlo-Saxon economies, would just impose – and in fact aim at enforcing – rational 
rigities.  
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aside, again, the relatively uncontroversial legislation in regard to health and 

safety at work, gender equality and fight against other forms of discrimination, 

as well as legislative acts amending and extending the scope of legislation 

already in force,16 four new directives were adopted in the area of labour 

law. One of them simply put in force the framework agreement on fixed-term 

work concluded by the social partners and would, conceivably, spell little 

cost – of any sort - for national regulatory systems.17 The rest dealt with the is-

sue of employee involvement in decision making within companies and their 

adoption brought a long period of acrimony – nearly thirty years – to an 

end.18  

Unsurprisingly, though, adoption of the three directives concerning informa-

tion, consultation and, occasionally, participation of employees was only 

made possible after the maximum degree of flexibility had been secured in 

regard to their provisions. Thus, building upon the precedent set by the Euro-

pean Works Council directive, it was stipulated that the mode and details of 

employee involvement could, in each case, voluntarily be agreed by the 

company management and employee representatives, often, albeit not al-

ways, provided that certain minimum standards were met. In the absence of 

voluntarily agreed arrangements, the three directives provided, accordingly, 

for the introduction of so-called subsidiary requirements, which little differed 

from the aforementioned minimum standards. Needless to say, the impact of 

the three directives on national legislation and practices in the area of indus-

trial relations was practically going to be minimal (but see the discussion in 

Streeck, 1997). 

                                                 
16 Thus, Directives 99/63/EC, 2000/34/EC and 2000/79/EC brought into the scope of the work-
ing time directive (93/104/EC) sectors that had hitherto been excluded. 
17 Directive 99/70/EC 
18 Directive 2001/86/EC supplementing the Statute for a European Company with regard to 
the involvement of employees, Directive 2002/14/EC establishing  a general framework for 
informing and consulting employees in the European Community, and Directive 2003/72/EC 
supplementing the Statute for a European Cooperative Society with regard to the involve-
ment of employees 
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Abandonment of the regulatory approach, associated with the Community 

method, was undoubtedly justified, both on consequentialist – lack of real im-

pact - and normative – the imperative of labour market flexibility, with or 

without EMU - grounds. Thus, formally beginning with the Treaty of Amsterdam, 

the regulatory approach gradually gave way to a new approach which was 

first (formally) applied in the area of employment policy,19 following the re-

finement of norms, procedures, means and instruments of application by the 

extraordinary European Council of Luxembourg, in November 1997 – though 

neglect of the macroeconomic policy aspect left the focus concentrated, 

almost entirely, on labour market policy issues (Koutsiaras, 2001).  

The European Council of Lisbon, in March 2000, placed modernization of the 

(so-called) European social model, including increased investment in human 

capital, at the top of EU policy priorities, thereby providing for reinforcing the 

role of social policy as a productive factor and, consequently, improving 

economic performance and preserving the European values of solidarity, jus-

tice and social cohesion. As a matter of fact, European (EU-15) long-term 

productivity, employment and growth trends had, on average, since the mid-

90s, been failing to keep pace with U.S. trends, largely reflecting poor eco-

nomic performance in large continental old member states and, in any case, 

raising serious doubts about the sustainability of the European welfare state. 

Success of the Lisbon strategy was, of course, strongly dependent on ade-

quately reforming social protection systems and labour market policies and 

institutions, so that they could adjust to (adverse) demographic develop-

ments, increased competitive pressures, post-industrial employment patterns 

and new social preferences.  

So, although the European employment strategy remained its institutionally 

thickest version, the open method of coordination – as the new approach 

was now called – was, also, applied in the area of social protection, though 

                                                 
19 It had informally been going on since 1994, as noted a little earlier. 
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separately for each of the main sub-areas (social exclusion, pensions, health 

care).And the strategy’s inherent optimism was very much reliant on the ef-

fectiveness of the open method of coordination in stimulating national re-

forms, by enriching their content, increasing their relevance and accelerating 

their pace. However, neither on normative and, certainly, not on consequen-

tialist grounds, were the open method of coordination and the Lisbon strat-

egy, at any rate the latter’s procedural facet, uniformly conceived, let alone 

solidly justified – and, despite accumulation of experience and facts and 

data, they still are not (for a recent account see Armstrong, 2006; justice is 

certainly not made here to the vast literature).              

Meanwhile, the Eastern enlargement of the European Union had already 

been set in process and, by the sheer (expected) increase in the size and di-

versity of EU membership, an overhaul of the Union’s institutions was all but 

functionally required. The Treaty of Nice, concluded by the intergovernmental 

conference in December 2000, provided for the institutional changes neces-

sary for the accession of new member states. At least, it was thus stated in the 

declaration on the future of the Union, which was annexed to the Treaty. The 

same declaration was also calling for the continuation of the process of insti-

tutional reform, albeit explicitly disassociating the enlargement process from 

that of further reform of Union institutions. Interestingly, in the area of social 

and labour market policy, the Treaty of Nice failed to make any remarkable 

changes, the most important being institutionalization of the (soft/open) 

process of coordinating member states’ social protection policies, including 

(formal) establishment of the Social Protection Committee. Obviously, inser-

tion of the so-called bridge clause, whereby the Council might unanimously 

decide to extend the scope of qualified majority voting to one or more issues 

hitherto subject to unanimity, was unlikely to have any bearing on Community 

social policy making, in particular labour law making. 
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However, any attempt to causally relate developments in Community social 

policy, inter alia including Treaty-incorporated institutional reforms, to the pro-

spective Eastern enlargement could hardly be empirically validated. Thus, the 

Baltic and Central and Eastern European countries as well as Cyprus and 

Malta had to comply with the Community social acquis and, despite its being 

a gradual process, compliance would still imply costly adjustment of their own 

regulatory systems. Being so, the ten prospective member states would ap-

parently have less – at any rate no immediate - reason to worry about future 

Community social legislation, so long as, eventually, they would also take part 

in decision making processes setting the pace and shaping the content of 

Community law. Besides, Community social legislation was clearly being sub-

ject to the law of diminishing returns – and diminishing cost of national ad-

justment – thus giving rise to rationally diminishing national concerns. To put it 

otherwise, the reason the Treaty of Nice did not increase the scope of quali-

fied majority voting had obviously little to do, if at all, with (altruistically in-

spired) anticipation of the impact of likely Community legislation on would-be 

member states’ economies. Neither did formal institutionalization and actual 

implementation of social and labour market policy coordination processes 

solely respond to would-be member states’ reform needs and priorities. As a 

matter of fact, the gradual abandonment of the regulatory approach was 

compatible with appropriate (deregulatory) labour market policies and 

requirements for growth – and convergence – in both incumbent and would-

be member states (for the Central and Eastern European countries see Sachs 

and Warner, 1996; also Snower, 2006). And, of course, open coordination of 

employment and social protection policies might, by definition, accommo-

date divergent needs and preferences for policy and institutional reform. 

Summing up, developments in Community social and labour market policy 

had little, if at all, been shaped by would-be member states’ demands. Yet, 

they had not defied those demands either.  
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On the other hand, the Eastern enlargement was not going to disrupt domes-

tic politico-economic equilibria in incumbent member states and was, there-

fore, not going to challenge the effectiveness of their social welfare and la-

bour market policies, on the ex-ante plausible and ex-post corroborated as-

sumption that East-West labour migration would not be massive in scale, nor 

would it be induced by differentials in welfare benefits (Kvist, 2004; Commis-

sion EC, 2006c). In other words, accession of the prospective member states 

would hardly set in motion a race-to-the-bottom in regard to social and la-

bour market regulation, neither would it give rise to social dumping policies on 

the part of Central and Eastern European countries (but see Jouen and Pa-

pant, 2005). After all, not only was the economic desirability of social dumping 

questioned in this case (for instance, Barysch, 2005), but its political feasibility 

could also be gravely disputed.  

As a matter of fact, preferences for social protection and redistribution in ex-

socialist countries were often deeply rooted and hard to change (for instance 

Alesina and Fuchs-Schuendeln, 2005; for a qualified view with reference to 

the Baltic states see Chong and Grandstein, 2006). No wonder, then, that 

both quantitatively and qualitatively/institutionally social protection and la-

bour market policies and reforms in certain Central and Eastern European 

countries – but much less so in the Baltic states – were closely anchored to the 

so-called European social model, often at the cost of jobless growth and un-

employment (for instance, Adema, 2006, Boeri and Terrell, 2002, Mora, 2006). 

Hence, unsurprisingly, despite a general rising trend in income inequality in ex-

socialist countries, following the collapse of socialist regimes, some Central 

and Eastern European countries – but not the Baltic states - managed to 

maintain comparatively low levels of inequality, thereby resembling Scandi-

navian countries (for a discussion based on comparative Gini coefficients, 

Bandelj and Mahutga, 2006).  
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Hence, the effectiveness – and long-term viability – of social policies in the 

incumbent – soon to be called old – member states was certainly not threat-

ened by policy competition from would-be – soon to be called new – mem-

ber states. However increased, diversities amongst incumbent and would-be 

member states’ social policy preferences were arguably sustainable and 

would, thus, not ask for any sort of policy-induced containment. The open 

method of coordination, on the other hand, did fully respect national policy 

preferences, whilst providing for their adjustment to the real threats facing na-

tional welfare states, primarily via stimulating domestic social and labour mar-

ket policy and institutional reform. Regardless of the academic opinion, the 

effectiveness of the open method of coordination had practically been as-

sociated with peer pressure. It had, consequently, been related to national 

governments’ sufficient use of two-level games, particularly via public ac-

knowledgement of external constraints impinging on national policy making 

and, hence, relaxation of domestic constraints. Nevertheless, lack of formal 

(external) sanctions, desirable though as it might be, inevitably allowed na-

tional governments to play the simple politics of blame avoidance, albeit 

leaving domestic constraints almost intact and, therefore, often opting for po-

litically convenient, yet socially inadequate reforms (for a brief but illuminating 

discussion of reforms, Debrun and Pisani-Ferry, 2006). 

Negotiation of the Constitutional Treaty, concluded in October 2004, a few 

months after the new member states had formally entered the club, pro-

duced no changes in regard to the allocation of social and labour market 

policy competencies between the Community and its member states. Unsur-

prisingly and, indeed, wisely it might be added on normative and consequen-

tialist grounds alike. Nevertheless, despite their being long underrated in the 

context of the European political debate, fears of social dumping resurfaced. 

Interestingly, though, this time they were not associated with (presumably 

weak) Community social policy but were, instead, directly linked to market 
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integration, especially in regard to the proposed directive on services in the 

internal market.  

Yet, this might readily be predictable, as it simply reflected the way domestic 

politics responds to Community-level constraints and opportunities and 

shapes national European integration preferences. And it also made evident 

that reform, or lack thereof, of Community institutions was similarly motivated 

rather than being mechanistically driven by other Community-level develop-

ments. Thus, powerful interest groups, for instance labour market insiders, op-

posing labour market reform had certainly realized that Community social 

policy could neither shelter, nor threaten them. They had, in other words, ap-

preciated that Community labour law could hardly increase their level of pro-

tection, whilst the open method of coordination did little to effectively em-

power national governments and lessen their own influence on policy mak-

ing. They also were probably aware that increased competition in product 

and service markets might reduce rents, thereby also reducing resistance to 

labour market reform (Blanchard, 2004, but see Saint-Paul, 2004). Thus, instead 

of demanding reform of the Community social regime, powerful interest 

groups urged national governments to push for directly protectionist policies, 

thus holding back market integration and stifling competition. And those de-

mands, efficiently articulated and successfully negotiated by certain national 

governments, were indeed satisfied, as amply demonstrated in the case of 

the directive on services and, earlier, in the case of temporary restrictions on 

the free movement of workers. As for the unintended consequences, they 

were hardly imaginable, or were they?        

            

IV. Concluding remarks 

It has been argued in this paper that EU widening and deepening may not be 

causally related, instead being separately determined, yet similarly shaped by 
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supply of and demand for geographically expanding the common market 

and Community institution building respectively. As a matter of fact, whether 

widening and deepening are jointly or independently pursued is an empirical 

issue. It obviously depends upon changes in the size and diversity of Commu-

nity membership. Yet it may also depend, more subtly but often overwhelm-

ingly, on specific motivations underlying Community institutional reform. There-

fore, the issue becomes policy sector-specific.  

 

Thus, modest institutional reform in the area of Community social policy has 

historically been weakly associated, if at all, with (Community) enlargement. 

After all, allocation of powers and competencies between the Community 

and its member states in regard to welfare and employment issues has, since 

the early days of European integration, been systematically related to the ef-

ficiency – equity classification of social policy objectives, the (vertical) equity 

objective being almost exclusively served by (democratically legitimized) na-

tional social and labour market policies. Being largely ascribed to divergent 

and, of course, fully respectable equity preferences, diversities amongst na-

tional social and labour market policies have, therefore, had virtually no bear-

ing on Community enlargement(s). On the other hand, sustainability of na-

tional social policy diversities, however wide those diversities might have 

been, has barely been threatened by economic integration, for economic 

and political reasons alike, political agitation notwithstanding. Yet, realization 

of the equity objective has, since the mid-70s, been getting increasingly cost-

lier in terms of jobs and growth and its prevailing conceptualization has, even, 

been cast in doubt. Reform of national welfare policies and institutions has, 

thus, been rendered inevitable. In the face of reform, governments as well as 

domestic interest groups have eagerly been investing in Community institu-

tions, including social and labour market policy ones, in order to effectively 

increase their influence on domestic policy making. However, their strategies 
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have often been unproductive and even backfired. Nevertheless, they are 

unlikely to be put aside.  

  



Annual Working Paper on the legal dimension of EU integration  
Ivo Šlosarčík (Team 4) 

35

References 

Adema, W. (2006) “Social Assistance Policy Development and the Provision of 
a Decent Level of Income in Selected OECD Countries”, OECD Social, Em-
ployment and Migration Working Paper No 38. 

Alesina A. and N. Fuchs-Schuendeln (2005) “Good bye Lenin (or not?): The 
effect of communism on people’s preferences”, 
http://post.economics.harvard.edu/facultyalesina-alesina.html. 

Armstrong, K. (ed.), (2006) The Open Method of Coordination: Governance 
after Lisbon, special issue, Journal of Contemporary European Research, 2(1).  

Bandelj, N. and M .C. Mahutga (2006) “Social Foundations of Income Inequal-
ity in Postsocialist Europe”, Working Paper N0 34, EUI, RSCAS. 

Barysch, K. (2005) “East versus West? The European economic and social 
model after enlargement”, Essay, Centre for Economic Reform, also available 
at http://www.cer.org.uk. 

Bean, Ch., S. Bentolila, G. Bertola and J. Dolado (1998) Social Europe One for 
All?, Monitoring European Integration 8, CEPR, London. 

Begg, D., J. Cremer, J-P. Danthine, J. Edwards, V. Grilli, D. Neven, P. Seabright, 
H-W. Sinn, A. Venables, and Ch. Wyplosz (1993) Making Sense of Subsidiarity: 
How Much Centralization for Europe, CEPR, London. 

Blanchard, O. (2004) “The Economic Future of Europe”, NBER Working paper, 
No 10310. 

Boeri, T. (2000) “Social Europe: Dramatic Visions and Real Complexity” CEPR 
Discussion Paper No 2371. 

Boeri, T. and K. Terrell (2002) “Institutional Determinants of Labor Reallocation 
in Transition”, Journal of Economic Perspectives, 16, 1, 51-76. 

Chong, A. and M. Gradstein (2006) “Imposed Institutions and Preferences for 
Redistribution”, Discussion Paper No 5922, CEPR. 

Commission EC (1993) Growth, Competitiveness, Employment: The Challenges 
and Ways Forward into the 21st Century, Office for Official Publications of the 
European Communities, Brussels-Luxembourg. 

Commission EC (2006a) “Enlargement, Two Years After: An Economic Evalua-
tion”, European Economy, Occasional Paper No 24. 



Annual Working Paper on the legal dimension of EU integration  
Ivo Šlosarčík (Team 4) 

36

Commission EC (2006b) “Attitudes towards European Union Enlargement”, 
Special Eurobarometer 255, Wave 65/2. 

 

Commission EC (2006c) “Report on the Functioning of the Transitional Ar-
rangements set out in the 2003 Accession treaty (period 1 May 2004 - 30 April 
2006)”, COM(2006). 

Cox, S. (1993) “Equal Opportunities”, στο M. Gold (ed.) The Social Dimension. 
Employment Policy in the European Community, MacMillan, London. 

Debrun, X. and J. Pisani-Ferry (2006) “Economic Reforms in the Euro Area: Is 
There a Common Agenda?”, BRUEGEL Policy Contribution, Issue 5. 

Eichener, V. (1992) “Social Dumping or Innovative Regulation? Processes and 
Outcomes of European Decision- Making in the Sector of Health and Safety at 
Work Harmonization”, SPS Working Paper No 92/ 98, EUI. 

Eichengreen, B.(1996) “Institutions and economic growth: Europe after World 
War II”, in N. Crafts and G. Toniolo (eds.) Economic Growth in Europe since 
1945, Cambridge University Press, Cambridge.   

Faber, A. (2006) “Wider Europe, Deeper Integration? Theoretical considera-
tions for analyzing the ‘lessons of the past’ and conceptualizing scenarios for 
the wider EU”, Background paper, WP II/III (Theories and Sets of Expectations), 
EU-CONSENT.    

Falkner, G. (1996) “The Maastricht Protocol on Social Policy: Theory and Prac-
tice”, Journal of European Social Policy, 6(1), 1-16. 

Fernandez, R. and D. Rodrik (1993) “Resistance to Reform: Status Quo Bias in 
the Presence of Individual Specific Uncertainty”, American Economic Review, 
81, 1146- 1155. 

Ferrera, M. (1996) “The ‘Southern Model’ of Welfare in Social Europe”, Journal 
of European Social Policy, 6, 17-37. 

Gold, M. (1993) “Overview of the social dimension”, in M. Gold (ed.) The 
Social Dimension. Employment Policy in the European Community, MacMillan, 
London. 

Haas, E. B. (1958) The Uniting of Europe: Political, Social and Economic Forces, 
1950-1957, Stanford University Press, Stanford/ California. 

Jachtenfuchs, M. (2002) “Deepening and widening integration theory”, Jour-
nal of European Public Policy, 9, 4, 650-657. 



Annual Working Paper on the legal dimension of EU integration  
Ivo Šlosarčík (Team 4) 

37

James, Ph. (1993) “Occupational health and safety”, στο M. Gold (ed.) The 
Social Dimension. Employment Policy in the European Community, MacMillan, 
London. 

Jouen, M. and C. Papant (2005) “Social Europe in the throes of enlargement”, 
Notre Europe Policy Paper No 15, July. 

Koutsiaras, N. (2001) “Social and Employment Policy”, in R. Hall, A. Smith and L. 
Tsoukalis (eds.) Competitiveness and Cohesion in EU Policies (Oxford: Oxford 
University Press). 

Koutsiaras, N. (2003) European Integration and Social Policy: Economic Ra-
tionale, Institutions and Politics, Athens University Press, Athens (in Greek). 

Kvist, J. (2004) “Does EU enlargement start a race to the bottom? Strategic 
interactions among EU member states in social policy”, Journal of European 
Social Policy, 14(3), 301-18. 

Lange, P. (1993) “The Social Protocol: Why Did They Do It?”, Politics and Soci-
ety, 21, 5-36. 

Lindbeck, A. (1997) “The Swedish Experiment”, Journal of Economic Literature, 
35, 1273-1319. 

Lodge, J. (1990) “Social Europe”, Journal of European Integration, 13,135-150. 

Mattli, W. and Th. Plőmper (2002) “The demand-side politics of EU enlarge-
ment: democracy and the application for EU membership”, Journal of Euro-
pean Public Policy, 9, 4, 550-574. 

Milward, A. (1992) The European Rescue of the Nation-State, Routledge, Lon-
don. 

Mora, M. (2006) “Social cohesion in the Czech Republic: a blessing or a 
trap?”, ECFIN Country Focus, Vol. III, Issue 10. 

Moravcsik, A. (1993) “Preferences and Power in the European Community: A 
Liberal Intergovernmentalist Approach”, Journal of Common Market Studies, 
31, 4, 473-524.  

Moravcsik, A. (1998) The Choice for Europe. Social Purpose and State Power 
from Messina to Maastricht, Cornell University Press, Ithaca/ UCL Press, London. 

Mosley, H. (1990) “The Social dimension of European Integration”, 
International Labour Review, 129, 147-164. 



Annual Working Paper on the legal dimension of EU integration  
Ivo Šlosarčík (Team 4) 

38

OECD (1997) Implementing the OECD Jobs Strategy: Members Countries’ Ex-
perience, OECD, Paris. 

Ostner, I .and J. Lewis (19950 “Gender and the Evolution of European Social 
Policies”, στο Stephan Leibfried and Paul Pierson (eds.) European Social Policy: 
Between Fragmentation and Integration, The Brookings Institution, Washington 
D.C. 

Pelkmans, J. (1982) “The Assignment of Public Functions in Economic Integra-
tion”, Journal of Common Market Studies, 11, 1 and 2, 98-125. 

Putnam, R. D. (1988) “Diplomacy and domestic politics: the logic of two- level 
games”, International Organization, 42, 427- 461. 

Rhodes, M. (1995) “A Regulatory Conundrum: Industrial Relations and the 
Social dimension”, στο S. Leibfried and P. Pierson (eds.) European Social Policy: 
Between Fragmentation and Integration, The Brookings Institution, Washington 
D. C. 

Rhodes, M. (1997) “Southern European Welfare States: Identity, Problems and 
Prospects for Reform”, στο M. Rhodes (ed.) Southern European Welfare States: 
Between Crisis and Reform, Frank Cass, London. 

Rosen, S. (1996) “Public Employment and the Welfare State in Sweden”, Jour-
nal of Economic Literature, 34, 729- 740. 

Sachs, J. and Ch. Wyplosz (1986) “The Economic Consequences of President 
Mitterrand”, Economic Policy, 2 (April), 261-(306) 322. 

Sachs, J. and A. Warner (1996) “Achieving Rapid Growth in the Transition 
Economies of Central Europe”, Working Paper No 116, Stockholm Institute of 
East European Economies. 

Saint- Paul, G. (1997) “The Rise and Persistence of Rigidities”, American Eco-
nomic Review, 87, 290- 294. 

Saint-Paul, G. (2004) “Did European Labour Markets Become More Competi-
tive in the 1990s? Evidence from Estimated Worker Rents”, CEPR Discussion 
paper, No 4327. 

Schimmelfennig, F. and U. Sedemeier (2002) “Theorizing EU enlargement: re-
search focus, hypotheses, and the state of research”, Journal of European 
Public Policy, 9, 4, 500-528. 

Snower, D. (2006) “The Caring Hand that Cripples: The East German Labor 
Market after Reunification”, American Economic Review, 96,2, 375-382. 



Annual Working Paper on the legal dimension of EU integration  
Ivo Šlosarčík (Team 4) 

39

Streeck, W. (1997) “Citizenship Under Regime Competition: The Case of the 
‘European Works Councils’”, Working Paper, 6, Arena (Advanced Research 
on the Europeanisation of the Nation-State). 

Teague, P. (1989) The European Community: The Social Dimension - Labour 
Market Policies for 1992, Kogan Page in association with the Cranfield School 
of Management, London. 

Tsoukalis, L. (1993) The New European Economy: The Politics and Economics of 
Integration, Oxford University Press, Oxford. 

Vaubel, R. (1995) “Social Regulation and Market Integration: A Critique and 
Public-Choice Analysis of the Social Chapter”, Aussenwirtschaft, Sondernum-
mer 1995, European Integration- Between Nation and Federation, Part II: So-
cial Regulation and Market Integration. 

 


