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SOCIAL MODELS: AN EU
FORECAST

PIERRE MAZIERE

As French newspapers relatecevérybody talks about it, but
nobody clearly knows what it consist$ {ih’Express, November
3 2005). Thus was condemned the so called “Frendhialso
model”.

At the same time, Mr. Gunter VERHEUGEN, vice presidof the
EU’s Commission declared in some other French nepep
“There is no European social model. Each and evemnity runs
its own traditions (Le Monde, September2005).

Despite those affirmative positions, it still remsipossible to
describe some constant guidelines of French spoialy in order
to discover some “model”. Those are: Welfare sthigh level of
social protection, equality, strong or very straegulated social
relationships.

So composed, the “French social model” is obviowslgolitical
idea, maybe also an economic one, but never jaidlt mainly
exists in French politics to justify numerous Staggulations in the
market economy.

This includes:

- strong State involvement in economic affairs difich the
current EADS case is an example, leading Frenchlpdo
claim State help).

- binding social security financed both by taxesd an
contributions.



Also, the European Community runs its own and paldr policy
in the field of social matters, probably also leadio identify its
proper “social model”, maybe also in a quest ofdpean identity.

So do the other European Member states to whickrech social
model might usefully be grim-faced.

French Social Model and Other Welfare States’ Systas

Following the welfare state ideology, the “Frendctial model”
rests on the “dé-marchandisation” of several ecocomatters,
which consists in taking parts of economic produttout the
market economy.

Social security and employment policies here previde most
significant illustrations.

The Example of Social Security

Contemporary French social security was born irb18rough an
October A 1945 ordinance, promptly strengthened by law n°46-
1146 (May 22 1946) generalizing the ordinance.

In the mid 90s, regulatory instruments were mad&ramce with

the aim of decreasing the level of social secuaitgenses. This led
to the adoption of the 1996 ordinances, and |&&2003 and 2004
laws respectively reforming retirement and healthinmtenance
systems.

Despite this, and by way of contrast, one seeBeatame time the
increase of social assistance, financed by taxethi$ context are
to be mentioned the July 291998 law against exclusion in the
particular field of housing; also the July™7999 law on universal
medical care that placed health care on the baGisom-
contributory welfare payments, as well as the Ddmmni3' 2000
law on solidarity.

Those policies could be considered as following eoNordic
examples, given by Denmark, Finland and Swedenrevhigh tax



levels are coordinated with employment strateghesually, both
are not so well coordinated in France.

As compared with other social models, the Frenctiabgolicies
may also be assessed in terms of efficiency.

French social security, especially the health aaré branch, shows
a constant deficit average of € 8 million since year 2000. As to
the retirement branch, all studies anticipate amah€ 50 million
loss from the year 2020, and € 100 million from ykear 2040. Due
to welfare payments, all branches suffered drasiiis since the
middle 90s.

However, and in the particular field of medicaleand insurance,
the United States’ HMOs (Health Maintenance Orgation)
provide original and efficient health services tacle private
member, in accordance with pre-paid even thoughedaolist
plans.

In Europe, countries like Italy, Spain or even Ganyn have
reached a high level of efficiency through decdiziation in
medical care organization, which gives local coheee and
squandering avoidance.

In the field of medical health and care it may bentroned that
Canada, since the early 90s, has begun the tovaltigation of the
involved entities.

Naturally, this is not in favour of promoting theelfare state
ideology.

Against this ideology are also to be mentionedréoent European
Court of Justice case law and the EU Commissioo&tion on the
social security monopoly.

In a 2006 Communication (COM(2006) 177, April "2@006)
dedicated to the enforcement of the Lisbon Agentie@, EU
Commission indicated (point 2.2.3-“Market regulag®) that the
services internal market (art.49 ECT) allows eaalofgean citizen



to affiliate and contribute to any authorized fgreiand private
insurance company in the field of social securltlgis means free
competition in the field of social protection, aiiggality of any
national or even public monopoly. This was conédrthe ECJ in
the famous “Watts Case” (aff. C-372/04, May'I®06, point 92).

Of course, the French authorities do their bestkéep those
principles out of the mind of the population, thesang both
employers and employees with criminal consequentesse of
any attempt at escaping the French social “monegoli

At the same time, in 2004, France, which had in9be affirmed a
strong policy of decentralisation, adopted someoirtgmt reforms
that established central authorities in the maragod care,
regulations and redundancy payments.

With regard to the EU Commission’s declarationsghsa re-
centralization of French social security goes i tbpposite
direction. Indeed, the above-mentioned 2006 Comoation
(point 1.2 “General need for quality and modernad) explicitly
assesses the following targets:

- Introducing benchmarking methods in the qualibyteols
of social security

- Decentralization to local or regional level

- Progressive transfer to the private sector inoenpeting
environment

Yet, the French system which, in terms of efficigngas described
by the WHO in 1997 as the best in the world, stithains only the
most expensive.

This French social security “model” (which represem fact no
model for anyone but the French administration) rhayusefully
compared to the British one, also built on welfstae principles.

The British NHS (National Health Service) was sptin 1948,
following the Beveridge report. It grew througheblrmain stages
from an integrated and strongly centralised systena quasi-



competition market model based on users-to-healtvigers
contracts. Then, the NHS went to the present “cadman model”
through the Primary Care Trusts (PCT) set by TongirB
policies. This NHS provides free care, financed thyes. No
contribution or user fee is charged to the patient.

Most observers speak of a relaunch under Blair hef NHS,
introducing competition mechanisms, opening uprigape finance
and insurance, and through those liberal methoesdbucing of
delays, improvement in the use of public fundsg ftaoice for the
patient and global modernization of the care branch

(Sourcesvww.ladocumentationfrancaise.fr/dossiers/assurance-
maladie europe2007; French Ministry of Finance and Economy,

Missions économiques,Systeme, infrastructures et services de
santé au Royaume-Un26 mai 2004).

The Example of Employment Policies

Although the 50s and 60s saw growth in most ofwlest, those
times also brought French workers to a high levedraployment
and job security. They were also times of a big ieadabour costs.

In France, the 80s and following decades have lheemsed on
flexibility, leading to part-time work and fixedrta@ contracts that
enhanced the workers’ feeling of employment inségcur

In fact, facing the high level of labour costs tkatial policy had
brought, governments tried to propose other, assl ¢testly, forms
of employment. At the same time, due to economgiscand high
labour costs, unemployment rose. From the 80seoldte 90s,
unemployment grew in France from 4% to 12%, andShkae’s
debt from nil to over 1 000 million €.

Also, since the early 90s about 10% of childrenvéeachool
without any qualification or skill. And as jobs laece themselves a
scarce commodity, the French socialist governmeetsout to
share them out. This is how France was led toesattjlobal system
of work sharing, aiming at sharing employment tlgiouthe



reduction of working time. Thus was set the dogmeording to
which working time reduction is necessarily equavelto creating
jobs. In the years 2000 to 2002, and although offropean
countries (like Germany) were involved in workingme

enhancement, France reduced the working week frémo335

hours a week on the basis of the so called “neigatiaorking time
decrease”, which in fact was not negotiated atlalthe European
reality, France’s 35 hour week corresponds to - work in

many other Member States.

At the same time, this socialist ideology of wohagng led France
to think about retirement reform. There, the idgats were torn
between the utopia that career-shortening shoutshter jobs
(especially for young people) and the economic itseathat

predicted short-term collapse of all retirementamigations, due to
the disappearance of contributors. In 2003 impon@iorms in the
field of retirement were adopted (Law no. 2003-7&Ggust 2

2003), that mainly led to higher contributions eatlthan career
management, except in the case of the civil sesvdaver 5

million, 1 million in the education branch). Forethatter, a longer
working life in envisaged, aiming at equivalenceéhaprivate sector
workers’ careers. Flexibility as regards the retiemt age of civil
servants’ has been debated, and rejected by boitnsurand

governments. Actually, for private sector workehg new regime
envisages early retirement in exchange for extratritutions

charged on the employer. Additional and complenrgntagimes,

binding (civil servants) or not, are added in ortierfinance the
present contribution-based retirement (Law no. ZD03, art.76),
and hypothetically aiming at enhancing the contobsi future

rights when they reach the age of retirement. Qirg® this
ignores the ECJ’s prohibition on any social seguribnopoly.

Basically, it looks like the French governments @yncount on
miraculous growth, and still wait for it, to solwe model’s
inefficiencies.

Different is the example given by the British expece. This
country presently shows regular growth, a very loate of
unemployment (about 5%), and a high level of natigmmoduct by



inhabitant. Under Tony Blair's government, spec#iorts were
made in education and health. Also, the “Welfarevaosk” policy
has produced great results on solving unemploynaemnt,provides
sufficient resources to poor people until they geatew job. This
“Welfare to work” policy in some ways belongs toetliNordic
“Flexsecurity” experience, that had been run in mark or
Sweden.

They combined ease of layoff with social protectiand job-
finding opportunities.

The opt-out exception that had been managed foatddetain in

the corpus of Directive no. 93-104 (art.18) authesiemployees in
the name of flexibility and self-determination toluntarily opt out

of the limit of 48 hours a week. As a paradox terfeh dogmas,
this voluntary increase of working time brings fésun solving

unemployment. On the occasion of the last EU eelaent (2004),
the Commission started studies on the opt-out nmesimain order
to manage old Member States ‘industries’ competitess. New
Member States like Poland declare themselves alneafhvour of

an opt-out mechanism in the field of working tinfeome old

Member States already practice the opt-out systianspecific

occupations (health in France, Germany and Spaiel lbusiness
in Luxembourg ...). A proposal for a Directive wasdaaby the
Commission to the EU Parliament in May 2005. Theogaan

Parliament adopted the amendments that tendedneraee the
opting out system. Of course, all left political damanti-liberal

movements mobilized against the project, in the enama “social

model” for once led by the French.

But this debate clearly illustrated a basic oppositetween an
Anglo-Saxon cultural model (individual contract bdy and the
‘Continental’ one that tends to collective govercan

For instance, the US does not have any federal imgprkme
regulations, and nor does Japan. And the US’ naltiproduct per
inhabitant remains 25% higher than that of Framdgé) no more
than 5% unemployed.
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Prospective Studies on the French Social Model

How can the French social model react in the faceconomic
change? In the face of globalization, economic ghaand social
crisis, the “French social model” did not in faeact at all.

A key example is the right to strike. In 2001, &siat established a
comparative study about strikes in some ten Euromeaintries.

The study clearly showed that although Franceascthuntry where

trade unions are the least representative, Franakso the country
in which most strikes happened between the ye&®5 afd 2001.

This so called “French social model”, that gaversgr authority to

trade unions in workers’ defence, now allows thenparalyse the
whole country. Recently again (March 2007), a grotifewer than

30 persons blocked the petrol terminal in Marsdible about ten

days, threatening the whole country with a pettarsage, while

simply fighting for keeping a monopoly for themsedv

As unemployment grew since the 80s, the reductiomwarking
time had never clearly brought satisfying answers.

Low wage policies were also tried, and that conteld to
increasing the number of poor workers. In thatipalar context
one could mention the recent Eurostat studies (288&ablishing
France as the European country with the highestbeurof poor
workers. At the same time, no French governmeat enagined
reducing the average 50% tax rate, applied as actied from
wages.

Mainly, the crisis of the “French social model” due to its
inability over the past 25 years to solve sociffidilties.

Huge expense was incurred, which impaired the euognand
dragged down investment in productivity and growbhf never
solved the problem of social insecurity.

A recent study for the French Senate (March 208@)s France’s

national product per inhabitant as being on ave&§é lower than
that of the US, and equivalent to the Italian.
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In these conditions future prognostications caf@obptimistic.

At the present time, inequalities in France may &ls mentioned.
They have grown in fact in dramatic proportionst Bat mainly,

as is usually said, due to pay inequality betweem @nd women
or between young and old, or French and non-Frerationals.
Inequalities in France mainly consist in suppor@énigw privileged
workers (civil servants or assimilated, assuredenfer losing their
jobs, being quite well paid and often going onkstyicoexisting
with the most numerous other workers from privatelustry,

submitted to the whole inefficiency of the “Frensbcial model”,

even though holding it alive for the happy few.

In short, we can now say that the “French sociadl@iohas failed,
and thus cannot be presented as an efficient lmwfable model. It
makes no argument that France will not succeedeaiorcoping

with such difficulties and stasis. In that point\éw, there is in
fact no prospective to be made about the “Frenamakonodel”

succeeding on its own. lIts future seems therefdrengly

interrelated to the EU’s construction. It is intfaoticeable that the
EU’s social profile does not appear so differeminfrthe French
one.

The recent, and above mentioned study of the Fre®ehate
(March 2007) showed EU’s national product also al2&26 lower
than that of the US.

But one of the main significant distinct featuré€t) social policy
as compared to the French is to strongly hold wmlisgc view
economic matters. EU policies clearly understoad the economy
has to be brought under control in order to finatheesocial side,
and not the contrary. For that purpose, the Eumop@auncil of
Lisbon in March 2000 adopted the guidelines for keyment
aiming at making the EUtHe most competitive and dynamic
knowledge economy in the wdtld

Is this leading to an EU social model?
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Which Social Model for the EU?

Despite Gunter Verheugen’s declarations, some &xper
acknowledge an existing or “under construction” dagan social
model, improving the EU’s specific identity.

For the ETUC (European Trade Unions Confederatian),EU
social model exists, which consists ira Vision of society that
combines long-lasting economic growth and improwedking and
living conditions.

In the quest for this model, some key targets neypliserved, that
notably lead to a global level of life improvememtgonomic
progress and growth in the respect of human righterefore,
efficiency and productivity have to increase. Thaads to higher
employability, as well as longer working time and@reers,
disregarding the French counterexample. All lifagovocational
training and certificate courses are also repoaedargets in the
matter of economic and social progress.

This target was formulated since Council Recommioilano.
2002/178 of February 182002, completed with Council Decision
no. 2002/177 taken the same day, both adoptinggugselines for
employment. At the same time, those instrumentsli@ty
admitted the necessity of tax reform with the psgof reducing
labour costs.

Therefore, means and tools can be introduced oaraeypoints,

allowing us to consider the European Social Agezlab-2010 as
a representation of the future EU social model. kgards
principles, the EU’s social agenda (EU Commissif@5) has been
adopted as a way of modernizing and developingeties social

model, especially by improving employment qualitydasocial

security modernization.

All of this leads to very diverse ambitions inclngi
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A European strategy for employment (2005) thaipsses an
increase in European social funds dedicated to @ment and
competitiveness.

This strategy involves workers’ skill developmenbgrams
and employability improvement in order to keep peat work
for as long as possible throughout their life.

Therefore a new industrial relations dynamic appear
supported by social dialogue which is the most lyikeo
improve technical social legislation. Health antesaat work
are also to be improved with the benefit of a neategy 2007-
2012.

Reinforcing the settlement of the European labmarket, to
which the year 2006 was officially dedicated.

For serving this particular target a special Directhas been
promoted on April 2004 (Dir. No. 2004/38/CE, A" 2004)

which brings very important reforms in the field d&fee

movement for EU citizens. This text provides thrggtit of

Union citizens and their family members to move esgide

freely within the territory of the Member Stdteand makes it
effective, while distinguishing three different gég of EU
citizens’ migration. The first period offers to &éaeU citizen an
unconditional stay on any Member State’s territoy three

months. The second period provides for conditiostdy

between the limits of three months to five yearad Ahe third
period offers permanent stay after five year oftcwous (non-
interrupted) stay on a Member State’s territory.

Social security modernization is also presented key point of
the EU’s social agenda, introducing to this patécdield the
“Open Coordination Method” (OC method) that belohgshe
soft law process and was initiated in the 1997testya for
employment. In this field, the EU Commission andu@al

adopted guidelines on the basis of which the Mengiates
settled national reform plans. For example, imEeathis led to
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the Law of May # 2004 reforming social dialogue and
improving certificate course and vocational tragin

This OC method supposes a political coordinati@amiwork
without juridical control from the EU’s institutian Therefore,
the EU’s institutions define targets, and the MemBéates
remain free to choose appropriate policies, bindingot, to
serve those targets. The coordination frameworly fg@spects
the Member States’ independence and sovereigntgivigg
each of them the charge of defining the appropriatds for
serving common aims. The success of the OC methdte
field of employment justifies its running now inetHield of
social security.

Diversity and non-discrimination promotion contgl¢he social
agenda, dedicating the year 2007 to this spediene. Thus
we saw the adoption of Directive no. 2006/71/CEJoly 5"
2006.

This new directive can also be considered as a wepprtant
one, reforming almost 30 years of social law in fiedd of

equality, and including in the corpus of law thgg@amount of
case-law of the European Court of Justice, whichbeen very
creative in this matter.

Then again, this 2006 directive reforms some etjuatincepts
with which, actually, the French Constitution ist mecessarily
compliant. In the recent past, FranceGour de Cassatidn
(equivalent to Supreme Court) used to reject thecept of
indirect discrimination (réf. ECJ “Defrenne Casé: &-82-70,
May 27" 1971; ECJ “Jenkins Case” aff..C-96/80, March' 21
1981). It finally accepted it through some discrptégments
(April 9™ 1996; February 21997; December 192000). But
the French Constitutional Council recently declared
unconstitutional some systematic positive discration led by
the Equality Law (n°2006-340, April #2006 ).

Positive discrimination, which is also promoted the new
2006/71/CE Directive, appears in fact to conflictthwthe
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French Declaration of Human Rights 1789 (art.1,6@rtthe
French Constitution’s preamble 1946 (art.3) and phesent
French Constitution 1958 (art.1). This prohibitotgupolicies,
and also parity - which is in fact nothing but higlrel quotas.

In the past, France’s social model led to condeiondiy the
ECJ (aff. C.197/96, March 31997, Rec. p. I-1496) for having
maintained women’s prohibition of night-work, incacdance
with ILO no. 89 convention (1948). Following thigdgment,
France denounced this ILO convention, which Nootiantries
had already quitted.

So, the social model as run in France was alreatiyated in
1997.

The Fight against Poverty and the Promotion of Soai
Inclusion

In the European Social Agenda 2005-2010, the y8&0 2s to be
dedicated to social inclusion. Constant effortsehalready been
made in the EU policy in this area over the whodeiqd of the

European project. Directive no. 2000/78/CE (Novenf&' 2000)

gives the general framework in favour of equalifytreatment in
the matter of employment and work.. Directive n60@43/CE
(June 28 2000) deals with enforcing the equality princifig

combatting discrimination on grounds of race onatlorigin. Both

measures obviously feature in the matter of saacielusion and
poverty reduction.

More recently (August 29 2006), Madame Catherine Colonna,
French minister of European affairs (and membea stipposedly
liberal government) proposed the establishing ofE@ropean
minimum wage through social dialogue. In this fjelecent studies
show the uselessness of such policies. Indeed, seair@005
established that 18 Member States out of 25 hadmmuim wage
legislation. Those who did not were Finland, Derim&@weden,
Germany, Italy, Slovenia and Cyprus. Most of them r@puted to
be the both the most protective and the most dynaconomies in
Europe.
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France, that has adopted a minimum wage legislasomow
reputed the Member State where the largest numbepoor
workers live.

Of course, and besides general objectives, thegearocommunity
produced its own, and voluminous, substantive sd¢ava dealing

with individual and collective labour relations. amy event, an
“EU” social model should only exist by distinguisgiitself from

other social models. On that point of view, the kiiyerences do
not lie in the areas of the fight against sociatlgsion or the
promotion of equality, which can be observed fraawesal States
and policies around the world.

The main specificity of the EU’s social model limsa particular
way of building the society of the future, combigiboth soft law
(like the above-mentioned Open Method of Co-ordomat
experience) and social dialogue, strongly involirethe legislative
process and set to a European level.

Indeed, no other country or international orgamarathas ever
before so completely shared the legislative initetvith trade and
employers’ unions. None hawefortiori admitted social partners to
seize the legislative process while running, wide themselves,
and then return the written law to be enforced hy institutions.
This is what happens in the EU, since a socialogaitadded to the
Maastricht Treaty (February™71992) and codified by the
Amsterdam Treaty (OctobeP®21997, art.136 to art.139 ECT).

In that way, France has adopted a recent regulatiorsocial
dialogue through law no. 2007-130 (January® 32007)
“modernizing the social dialogue”, that introdude® the French
Labour Law Code (art. L.101-1) the obligation fbe tlegislator of
first consulting the social partners in any sotidlative.

In the EU, this social dialogue is already effiti@mough to be a
full part of the institutional process, through edbled or non-
scheduled dialogue. The scheduled European sodabgde

started in 1984 on an EU Commission initiative wike so called
“Val Duchesse” annual dialogue, in which the Consiais and the
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representatives of workers’ and employers’ intergsdrticipated.
Since 2003, a “tripartite social summit for growthnd
employment” annually replaces the Val Duchesseodia with the
addition of the EU Council as a participant. Thenischeduled
dialogue is activated each time the EU Commissiutiates a
social legislative project (art.138 ECT), or eadahet the social
partners do so (art.139 ECT).

As a concrete result, this European co-legislatv@ogue has
already produced several European regulations, asich

- European framework agreement of Juife1897 on part-
time work

- European framework agreement of MarcH" 18999 on
fixed term employment contracts

- European framework agreement of July™18002 on
teleworking

- European framework agreement of Octod&26804 against
stress

Most of these agreements became European law byg bei
transformed into binding directives.

Still it remains noticeable that those agreemenghtralso be self
enforceable by the local (national) social partnefbus was
enforced in France the European framework agreenfehtly 16"
2002 on teleworking (National Interprofessional égment July
19" 2005).

As a conclusion, we can observe Europe’s strond,aacient, will
for building an economic but regulated market. Tlaigget, in a
liberal Europe, can only be reached largely by dimation, with
some binding harmonisation.

In this regard, several EU experts assess thaDffem Method of
Coordination is the new and preferred way for asicgsthe next
level in the EU’s construction. And this seems e&ly true in
this new union of 27 Members States.
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Despite, and specifically in the framework of a d&pean
“constitution”, the price to pay for serving suchiations will

certainly suppose the decrease in ‘sovereigntysarhe Members
States. And this can partly explain the failureratify the EU’s

Constitutional Treaty (rejected in France by a M2§"' 2005

referendum).

Indeed, the European construction announces thenuion
of the specific powers of the Members States anqgtidged by the
ECJ:

- ECJ “Francovich case” (aff. C-6/90 and C-9/90yvB8iober
19" 1990): State’s responsibility towards citizens flture
to implement or to properly implement a Directive.

- ECJ aff. C-94/95 and C-95/95, July™0997: retroactive -
directive’s enforcement since transposition intdioral
law.

- ECJ aff. C-241/94, September'26996: treaty-incompliant
Members State’s participation to finance employment
saving plans in case of private companies’ banksupt

As to sovereignty the assertion of legal persopdtit the EU by
the Constitutional Treaty was intended to establisicapacity to
enter into international processes and treatiés iown right.

This also fully justified the creation of an EU étgn ministry,
competing with those in the Member States.

The building of an EU’s migration policy has aledl to a decrease
of national powers in this field.

By the way, this Constitutional Treaty was als@c&gd, in France
at least, because of the EU’s continuing failurgitove its ability
to solve employment and economic crises.

So, and as far as we can guess, success in butlidnguropean
Union of the future will also depend on its abilitypropose a new
social model, which some people have already aiied by

calling it “the European social model”.
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In this perspective, one can mention a report @ EtJ social
model recently brought to the European Parliamaamd, whose title
was “A European social model for the future: a unitywafues with

a diversity of systerfisAccording to this report, the European
Social Model fteflects a common set of values, based on the
preservation of peace, social justice, equality]idswity, the
promotion of freedom and democracy and respect wham
rights’. The report also underlined that social policieghen
appropriately designedcannot be regarded as a cost but, instead,
as a positive factor in the EU’s economic growtill it insists on
“Urgent need to reform to preserve the model”

This report was adopted on SeptembBr2606, opening the way
for a wide range of future changes.
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