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1. The rationale for social and cohesion policy in the enlarged EU 

EU intervention in the area of social and, particularly, labour market policy has primarily 

been motivated by efficiency considerations – notwithstanding that the equity objective is 

inherently present in social and labour market policies. For example, by establishing high 

EU-wide regulatory standards, EU health and safety legislation has made labour 

productivity increases possible, while also reducing the fiscal drain associated with work-

related accidents and illness (Koutsiaras, 2001). Furthermore, EU anti-discrimination 

legislation and, particularly, sex equality legislation in relation to employment matters, 

have certainly contributed to increased participation of women in the labour force and 

increased female employment rates. Also, despite its emphasis on political concerns and 

symbolic issues (see Tsoukalis, 2006), justification for the recently established 

Globalization Adjustment Fund does not lack the efficiency dimension. Indeed, insofar as 

adjustment costs are higher for trade-dislocated workers than for other job losers, 

Community support for actions aiming at quick re-integration into the labour market may 

accelerate labour market transitions and, thus, contain adjustment costs – be they in 

terms of long spells of unemployment or loss of human capital. 

The same argument applies, also, to cohesion policy – however heretical that may sound. 

Despite its far from negligible redistributive impact (Mairate and Hall, 2001), cohesion 

policy is not primarily motivated by equity concerns, but by efficiency considerations. As a 

matter of fact, the conditional character of EU transfers renders the equity motive 

temporary, since “successful” regions or countries lose their eligibility for EU aid. In 

addition, owing to the inclusion of the programming and additionality principles, recipients 

cannot spend EU subsidies as they wish, nor can they use them as a substitute for own 

spending (Pelkmans, 1997, p. 260). 

Despite its being often proclaimed, an EU social dimension – in the sense of social and 

labour market policy centralization – is not currently on offer, though not unjustifiably. 

National governments are still able to meet their citizens’ demands for social protection, 

provided they implement reforms required by changing economic and social 

circumstances, including demographic developments and dealing with observed policy 

failures (e.g. persistently high unemployment). However, the conditions for successful 

implementation of structural reforms, including labour market and social policy reforms, 

may hardly be shaped by the Lisbon process. 

Has the EU’s recent enlargement to central and eastern Europe considerably altered the 

fundamental factors shaping organization of economic governance, particularly allocation 

of policy responsibilities in the EU? On various occasions – be they the ratification of the 
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constitutional Treaty or the deliberation of the services’ directive – the EU’s eastern 

enlargement has been related to increased competitive pressures on national welfare 

states and new member states have vociferously been accused for unfair competitive 

practices. In fact, when compared with previous rounds of enlargement, especially the 

two southern rounds, perceptions of the European social model(s) being dented by unfair 

tax competition and social dumping have been more widespread and have enjoyed 

increased political support. However, neither economic theory, nor empirical evidence 

provides support for those allegations. The pervasiveness of cross-border externalities 

has not increased simply as a result of the increase in size and diversity of EU 

membership. Besides, channels of economic interdependence – i.e. mechanisms causing 

cross-border policy externalities – have either existed and cumulatively grown long before 

formal accession of the new member states (e.g. goods’ trade and foreign direct 

investment), or have been effectively curtailed by transitory (e.g. labour mobility) and 

permanent (e.g. trade in services) protectionist measures. 

 

2. Some thoughts on the state and the prospects of social Europe 

Social Europe is a two-level government assignment. For a host of social, political and 

economic reasons, the lower level - the member (welfare) state – has a much richer and 

stronger role than the EU level. Changes in the allocation of institutional competencies 

(Treaty reforms) and effective powers (Treaty reforms and Treaty-based social legislation 

and policy coordination) since the early days of European integration have been made 

across policy areas (and, even, sub-areas) in an asymmetric way and have little 

challenged the national welfare state. 

Describing and explaining the political economy of EU social policy reform should entail 

consideration of cross-border externalities, scale economies of sorts, as well as national 

policy failures and governments’ room for maneuver within the domestic politics arena 

and, last, the role of the EU in fostering national welfare state adjustment to structural 

change, as well as the Commission’s pursuit of own institutional interest and the role of 

the ECJ. The main finding of such an exercise is that EU social policy is efficiency-driven 

and efficiency-enhancing. Moreover, EU social policy reforms are largely motivated by 

national governments’ search for credible exogenous constraints allowing for increases in 

their effective power to improve (national) policy responsiveness to structural change. EU 

social policy has little affected national redistributive social policies. Indeed, the more 

redistribution-orientated is an area and/or issue, the thinner is the role of the EU – 

competence and policy instruments – and the lesser its potential impact.  Social Europe 
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has thus reached a relatively stable political equilibrium, which is marginally and 

selectively adjusted through time. 

The state of social Europe is conditioned by three sets of factors acting as both drivers 

and obstacles of change: the dynamics of EU and global economy, domestic politics and 

the EU level. 

Cross-border externalities have led to an increase in European, regional and global trade 

and factor mobility. Intra-industry trade patterns, both intra-EU and, also, between EU 

and China, India are indeed becoming dominant. Thus, familiar social dumping 

arguments may increasingly be marginalized. Furthermore, intra-EU labour mobility may, 

for various reasons (transitory regimes, weakening of incentives associated with 

convergence, inertia in improving portability of occupational pensions), primarily consist 

of professionals, thus further removing pressures on domestic low-skilled employment 

and wages. Yet, pressures from external migration may still be increasing, thereby 

providing reasons for a common approach. The latter may be reinforced by policy 

spillovers, here from a common immigration policy. Policy spillovers may also be caused 

by fiscal rules (SGP) and (non)coordination of fiscal policies, though those spillovers may 

mostly affect tax policy (and issues of tax competition-tax coordination), rather than social 

insurance.         

In the realm of domestic politics, much depends on economic and labour market 

performance, the evolution of wage and income inequalities and other social inequalities 

(and also on the pace and pattern of domestic labour market and social protection 

reforms). Perceptions of changes and causes thereof and popular attitudes towards 

Europe do matter, for instance calling for readily visible initiatives like the European 

Globalization Adjustment Fund. Therefore, one may speculate that convergent (national) 

social and labour market policy reforms and convergent perceptions and attitudes on the 

part of national electorates may allow and, in certain cases, even provide for common 

approaches. Yet, other developments may equally take place, for example of the 

mercantilist sort (e.g. the services’ directive).  

At the EU level, it would be useful to assess separately the impact of a) the Treaty 

framework, b) the implementation of the social acquis, c) specific EU policies, d) the 

politicization of the EU, and e) differentiated social Europe.  

• The Reform Treaty certainly brings little change in regard to social policy shaping 

and making and in direct manner, thereby not allowing for new Treaty-based 

integrative games. Though much has been assumed of the dynamics of legal 

integration and the role of the ECJ, especially with reference to the Charter of 
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fundamental rights, nothing has been specified, whilst the role of the ECJ in social 

matters has grossly been exaggerated.  

• Implementing (and monitoring and enforcing) the social acquis amounts to 

amendment of legislation currently in force and streamlining and consolidation of 

(soft) coordination processes, thereby allowing for an increase, or reduction in the 

impact of Community legislation on national systems, or bringing policy 

convergence forward, or assuming a stronger normative dimension, albeit with 

less direct effect on policy shaping and making. 

• The Community budget review and, secondarily, development of energy policy 

may exert a relatively stronger impact on EU social and labour market policy.  

• “Quick and dirty” politicization (e.g. 2009 EP elections, with European parties 

making their own proposals for the Commission President) may make little, if any, 

difference in other than social policy rhetoric. 

• Differentiated social Europe, arguably with a stronger role for the EU, would be 

possible only in the form of enhanced cooperation (within the context of 

established instruments and procedures), but not highly probable in itself, unless 

owing to policy spillovers associated with enhanced cooperation in, say, taxation 

matters.  

 

3. EU cohesion policy after enlargement 

3.1 The last reform of cohesion policy: a problem-oriented approach 

EU cohesion policy suffers from inconsistencies at both the conceptual and the policy 

level. This elusiveness is clearly reflected in member states’ views on its significance 

(Bachtler and Taylor 2003, pp. 4-6). Uncertainty is also evident in the debate on policy 

effectiveness. Moreover, the recent economic literature casts some serious doubts on the 

soundness of the existing ‘twin track approach’: promoting simultaneously the 

agglomeration and the dispersion of economic activities in less developed countries may 

indeed be a recipe of inefficiency (Andreou, 2007).  

The last reform of cohesion policy took place in a policy environment dominated by the 

dramatic change in the landscape of territorial inequalities and by the emergence of a 

policy coordination process aiming at promoting economic reform at the national level. In 

its proposals for the period 2007-2013, the Commission sought to integrate those two 

distinct factors in a single policy framework. In the first place, it was recognised that a) a 

re-direction of EU cohesion funding to the East was necessary; b) the poorer countries 

and regions of the EU-15 should receive some transitional support; and c) the 

development needs of the new member states – and especially the CEECs – are very 
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different from the needs of the majority of the old member states. Accordingly, the new 

Convergence Objective will absorb a greater share of cohesion finding in comparison to 

its predecessor and will focus its support on infrastructural investment, while also 

financing priorities like the development of innovation and of the knowledge society, 

environmental protection and administrative efficiency. However, this ‘shifting of financial 

solidarity’ to the new member states was not reflected in the actual allocation of funding. 

While around 50 per cent of the cohesion resources will be directed to the new member 

states (Mrak and Rant 2006), the per capita level of assistance to the 2004 entrants will 

be comparable with the level of assistance to Portugal and Greece, while Spain will enjoy 

the same levels of support with the two latecomers, Bulgaria and Romania2!  

Secondly, the new Competitiveness and Employment Objective will be dedicated to the 

priorities of the reformed Lisbon Strategy, financing mainly ‘soft’ actions relating to 

investment in human capital, innovation and the knowledge society, entrepreneurship, 

environmental protection and job creation. At first sight, the ‘Lisbonisation’ of the new 

Objective seems to be a promising response to the new imperatives of growth and the 

promotion of employment through wide-ranging reforms. A more careful examination of 

the details leads however to second thoughts. As all the regions not covered by the 

Convergence Objective or by transitional support are eligible, there is the danger that 

many programmes will suffer from insufficient funding; moreover, under these conditions, 

the argument that support to regional growth and competitiveness will stimulate policy 

changes and reforms at member state level is highly questionable.  

Thirdly, a strategic dimension in policy planning, monitoring and evaluation was 

introduced. Cohesion policy and the Lisbon strategy were thus linked at the national level. 

It is certainly too early for a comprehensive assessment of this novelty. The idea that the 

activities of the Structural and Cohesion Funds should be harmonized with national and 

European reform priorities is certainly commendable and is fully justified by economic 

analysis. All the same, there is a serious issue of compatibility between cohesion policy 

and the Lisbon strategy. Overall, the emerging picture is that a) the new strategic policy 

planning is not as novel as it appears; b) most member states are still attempting to 

combine national and regional development strategies; c) the impact of earmarking is 

likely to be limited; and d) there is going to a large degree of variation in the way the 

strategic guidelines will be integrated in the national programming and policy context. 

Finally, one can safely predict that a certain degree of tension is bound to appear 
                                                 
2 For instance, per capita aid intensity for 2007-2013 will be 2,319 euros for the Czech Republic, 2,237 euros 
for Estonia, 1899,6 euros for Slovakia 1,860 euros for Portugal, 1,665 euros for  Greece,  1,545 euros for 
Poland, 783 euros for Spain, 773 euros for Romania and 764 euros for Bulgaria (author’s own calculations). 
The treatment of Bulgaria and Romania can be seen as a confirmation of the old maxim of political behaviour: 
‘Blessed are those who have a seat around the table’. 
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between the partnership principle of cohesion policy and the top-down policy process of 

Lisbon.  

 

3.2 Cohesion policy, deepening and widening; an interaction-oriented approach 

The form and shape of cohesion policy tend to shift with each enlargement. Cohesion 

policy has indeed served as a flexible policy instrument that may be adapted so as to 

take into account a variety of different distributive problems. Nevertheless, there is a clear 

tendency for compensatory arrangements to outlive their original justification. This is 

particularly true of the two main quantitative leaps (the 1988 and 1992 reforms) that 

expanded cohesion policy to pave the way first for the Internal Market and then for the 

common currency (Tarshys, 2003). That being so, one would have expected that the last 

enlargement would bring about a spectacular expansion of cohesion budget. This 

however has not been the case. From the beginning of the budgetary negotiations, it 

became clear that the cohesion financial envelope would be shaped within a ‘stabilised’ 

expenditure ceiling. The compromise achieved by member states in December 2005 

bears much more resemblance to the financially restrictive approach of the net payers, 

than to the original Commission proposal supported by the less prosperous member 

states. Moreover, the only significant novelty of the new cohesion policy – the strategic 

dimension – was not supported by the new member states. 

This outcome can be attributed to several factors. First, the negotiations on the new 

financial perspectives took place in a policy environment favouring budgetary 

retrenchment, ‘sound public finances’ and ‘value for money’. Second, the split between 

the new and the old cohesion countries gave the richer member states the opportunity to 

impose a more restrictive approach. Third, in contrast with 1988, 1992, and 1999, the last 

budgetary negotiations were not integrated into a larger package deal including financial 

and non-financial issues. Hence, the demanders did not have the opportunity to maximize 

their financial gains by exacting side-payments in the name of cohesion.  

The new link with the Lisbon strategy is a different issue. To begin with, this strategy turn 

was generally seen as a necessary change for the longer-term performance of the Union 

as a whole. Yet, the attachment to Lisbon is also viewed as a means of preserving 

cohesion policy added value in those member states where the policy is losing ground 

(Polverari et al 2006, p. 77). Given this, one is tempted to deduce that the – partial – 

‘Lisbonisation’ of cohesion policy has been essentially a successful attempt by the richer 

member states to legitimize and defend their share in cohesion funding. 
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To conclude, the last reform of EU cohesion policy seems to reflect an uneasy 

compromise between the ‘legacy of the past’ and the diversity of national interests and 

priorities in the current Union of 27 member states. The main objectives, principles and 

organisational arrangements have remained unchanged; at the same time, emphasis is 

placed in two different directions, namely the need to help the new member states to 

‘catch-up’ and the drive to use cohesion funding as an instrument of economic reform. 

Yet, this emerging dualism only exacerbates the inherent contradictions in cohesion 

policy. 

 
 
4. Deepening, widening, and scenarios for the future of EU social and cohesion 
policy 

The process of “deepening” and “widening” European integration can be described as 

either a series of ‘big bangs’ or a continuous development that significantly takes place 

in-between treaty revisions and enlargement rounds in a path-dependent manner. We are 

closer to the first interpretation, although we would prefer to speak of critical points (or 

critical junctures) instead of ‘big bangs’. Developments do take place in-between, but 

Treaty revisions set (in some instances) the framework of change, and enlargements do 

alter institutional and policy balance. In any case, our research has shown that deepening 

and widening are not path-dependent. 

Attempting a ‘periodisation’ of European integration history in the fields of social and 

cohesion policy, one can distinguish five periods: 1958-1973, 1973-1986, 1986-1997, 

1997 – present. In both policy areas, episodes of deepening overlap with (certain) rounds 

of enlargement. On the other hand, one cannot speak of history-making decisions, with 

the possible exception of the Treaties of Maastricht and Amsterdam for social policy 

(because of the UK opt-out and opt-in respectively) and the Single European Act for 

cohesion policy.  

Processes of EU “deepening and “widening” are deemed to exert an unequal impact on 

areas such as institutional dynamics, policies, societal trends, and democratic legitimacy.  

In all, deepening and widening have had no major impact on social policy. In this 

particular domain, member states’ interests have been and still are the driving force. On 

the other hand, deepening and widening have affected cohesion policy, which, in its turn, 

has generated some institutional and policy changes in the old and new cohesion 

countries. Thus, since the SEA and the reform of the Structural Funds (1988), a pattern of 

path dependence can be discerned. In this line of argument, the launching of cohesion 

policy did entail the emergence of a certain policy model. However, the very vagueness 

and intrinsic contradictions of this model, the lack of mechanisms of legal enforcement, 
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as well as the sequential nature of the decision making processes have provided ample 

opportunity structures to national and subnational actors (who are yet conditioned by the 

distribution of organisational resources among them) to shape institutions and policy 

making. In any case, it can be argued that, in the case of cohesion policy, member states’ 

interests and path dependence have been the two main driving forces since 1988. To 

conclude, in both social and cohesion policy, the “deepening” and “widening” of the EU-

system has not led to profound and perceptible changes in politics and society. 

Reverting to the initial EU-CONSENT scenarios of change (status quo, spill-over, spill-

back and ‘reinvented’ EU), we think that a ‘status quo plus’ scenario would be the most 

appropriate for both policy areas. By this, we are referring to a continuation of the status 

quo with the addition of some enhancements and some adjustments to externalities. The 

scenario of a re-invented EU has some limited plausibility in the area of cohesion policy. 

The other two scenarios (spill-over and spill-back) EU are not really valid.  

In our view, as a result of the changes analysed in the previous pages, the European 

Union has developed two distinct policy regimes (i.e. two sets of norms, institutions and 

practices, in which member states’ preferences converge): a social policy regime and a 

cohesion policy regime. In this context, three feasible alternative “deepening” scenarios 

and strategies can be identified: 

 

A. The status quo plus:  

• Social policy: Updating of social and labour market legislation, occasionally with 

little real impact; social dialogue mostly entailing codes of conduct but not 

substantial legislation; streamlining of soft policy coordination, perhaps associated 

with increased cognitive and normative role and less with formal policy learning 

processes and coordination proper.  

• Cohesion policy3: maintenance of the same level of fiscal transfers and the same 

eligibility rules; same allocation of funds between the Convergence Objective and 

the new Objective dedicated to ‘Lisbon’; adjustments to transitional support 

schemes; continuing emphasis on efficiency and effectiveness of spending and on 

safeguarding ‘sound management’. 

 

B. Making EU social and cohesion policy richer in fiscal means – and potentially (more) 

redistributive:  

                                                 
3 The scenarios for cohesion policy apply to the next programming period (starting in 2014). 
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• Social policy: following the experience of the Globalisation Adjustment Fund, 

transfers enabling establishment of a common “welfare floor” to deal with 

immigrants shopping for higher welfare benefits, or funding labour market and 

social protection reforms, especially providing for the compensation of losers; 

complementary legislation, perhaps in the form of framework laws/directives (e.g. 

on the basic contours of unemployment compensation) and/or amendment of 

existing legislation (e.g. on European work councils), inter alia to alleviate moral 

hazard.  

• Cohesion policy: an increase in overall cohesion spending; new eligibility rules for 

‘special’ and/or ‘handicapped’ areas; upgrading of the strategic dimension of 

cohesion (i.e. stronger ties with the Lisbon Strategy); relaxation or abolishment of 

the ‘n+2 rule’; increased funds for employment and training measures; less 

demanding managerial requirements. 

 

C. Differentiated Europe 

• Social policy: part of broader enhanced cooperation, most likely amongst 

Eurozone member states, entailing closer coordination of fiscal and economic 

policies, including taxation matters, and extended into the realm of social and 

employment policy; yet, policy outcomes may well be anything but important 

(owing to divergent preferences per issue area).    

• Cohesion policy: eligibility rules on a country basis; the bulk of available funds 

directed towards the less developed (new) member states; the role of cohesion 

policy all but symbolic in the rest of the EU. 
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