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1. Introduction

Robert Salais, Ralf Rogowski and Noel
Whiteside

Over the last twenty years, European employment and social policy have
undergone a dramatic transformation. The burden of labour market
adjustments was transferred to the individual employee or welfare recipient
via activation policies. Attention has shifted from the provision of social
protection to the promotion of employment: new forms of governance,
accompanied by the introduction of new forms of policy delivery and
audit, have emerged as central characteristics of the new European
Employment Strategy (EES). One main focus of this book lies in address-
ing the limitations of this approach, limitations which became particularly
apparent during the financial crisis since 2008. The book’s aim is to provide
ideas for an alternative European reform agenda that employs insights from
two influential theoretical approaches, the transitional labour market
approach and the capabilities approach, drawn from the work of Amartya
Sen.

The two theoretical approaches share the fate of being known in
Brussels, but misunderstood and neglected as far as their implications for
European policy are concerned. This observation is especially pertinent for
the capabilities approach but also holds true for the transitional labour
markets approach, despite the influence it has had on the EES.! The neglect
is in part related to a drift from policies designed to substantially affect
social reality to measures that are merely intended to amplify political
communication, a trend that is gaining ground in Europe (and which would
merit further study but lies beyond the confines of our book). Announcing
a rising employment rate is much more satisfactory in terms of communi-
cation than undertaking far-reaching action that truly improves the
employment situation but fails to grab media headlines. The flexicurity
concept promoted by the European Commission seems to us an example
for this trend; in any case, as Giinther Schmid shows in Chapter 3, this
concept, if misunderstood, bears the danger of increasing employment
precariousness rather than securing transitions in labour markets.

1



2 Transforming European employment policy

The objective of our book is to make proposals for the transformation of
content and method of European employment policy. The transformation
requires clearly defined concepts and innovative empirical work and
implies a two-pronged approach: criticism and proposals that reciprocally
support each other. The book is organised in two parts, both demonstrating
how the twin approach of criticism and proposal can be used in specific
areas. Part I describes and compares the two theoretical and political
approaches covered by the book, the transitional labour market approach
(Chapters 2 to 5) and the capabilities approach (Chapters 6 to 8), and Part
IT (Chapters 9 to 12) presents implications for European policy which
include the need for new welfare typologies that are capable of apprehend-
ing real differences in national welfare models; the necessity of a new
reflexive law and support for soft law solutions like codes of conduct and
other mechanisms of self-regulation; and promotion of constitutive con-
ventions for the common market of goods, capital, services and employ-
ment in Europe. From these policy implications emerges the outline of an
‘integrated approach to employment’ that thoroughly renews the bases of
the current approach.

PART I: SECURING TRANSITIONS AND PROMOTING
CAPABILITIES

Of the four policy agendas — flexibility, flexicurity, capabilities and transi-
tional labour markets — that Peter Auer and Bernard Gazier outline in
Chapter 2, the last two deserve close attention for the future of employment
in Europe, and these two perspectives are explored in this book. As regards
the first two policies, one — flexibility — contradicts the objectives of the
other — flexicurity. The flexibility agenda that emphasises deregulation of
the labour market, external numerical flexibility (instantaneous adjustment
of the amount of work to the vagaries of the economy) and weakening or
elimination of legal and social protection in the event of redundancy is
diametrically opposed to the flexicurity agenda as pursued in the EU’s EES
and Lisbon strategy of 2000 and the ILO’s Decent Work Agenda of 1999.
However, questions are beginning to emerge about the adequacy of the
flexicurity agenda in light of the current crisis. It is an open question if
flexicurity represents a way out of the crisis, or simply goes hand in hand
with this situation.?

The topic of reconciling flexibility and security dates back to debates
surrounding the launch of the EES at the Luxembourg summit meeting in
1997. Giinther Schmid and Robert Salais emphasised in similar vein but
from separate perspectives the possibility and political advantages of this
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positive dynamic relationship in their contributions to the research confer-
ence that accompanied the 1997 Luxembourg summit, Schmid from the
point of view of transitional markets and Salais from that of capabilities.?
The concept of flexicurity has evolved considerably since then. From the
initial idea of a mutual reinforcement of employment security and internal
flexibility of companies, the debate has gradually turned to the realistic
assessment of a trade-off between security and flexibility. The idea of
trade-off is central in EU documents like the 2007 Green Paper on moder-
nising labour law. According to the authors of this paper, labour laws should
be amended in key areas to meet the European companies’ increasing needs
for flexibility, which in return, it is suggested, leads to firmer growth in
employment.

Securing Transitions

A key concept in the discourse over European employment policy has been
the concept of ‘transitions’, not only in relation to flexicurity. The concept
creates the core idea of an alternative labour market policy concept known
as the transitional labour market approach which served not only as a key
theoretical concept of several European research projects since 1996 but
has been most influential in the design of the European Employment
Strategy.* Bénédicte Zimmermann reminds us in Chapter 6 how the Com-
mission links the concept of transitions to the flexibility discourse: ‘Flexi-
bility ... is about successful moves (“transitions”) during one’s life course:
from school to work, from one job to another, between unemployment or
inactivity and work, and from work to retirement...”. But what have the
policies aiming at easing transitions accomplished in fact? Chapters 3 to 5
attempt to answer this question. They focus on the many ways in which
transition policies have been implemented (Giinther Schmid) and on the
assessment of two prominent measures: the reform of placement services
(Petra Kaps and Holger Schiitz) and working-time savings accounts (Philip
Wotschack).

In Chapter 3 Giinther Schmid makes a number of concrete suggestions
of how transition policies can achieve positive combinations of employ-
ment security and operational flexibility within a company. His starting
point is the assumption that the increasing diversity of forms of employ-
ment leads to greater risk for workers and that different countries engage in
different flexicurity practices. If designed well, transition policies ease
passages between different positions in the labour market and help to build
sustainable careers via ‘social bridges’ and stepping stones.

Schmid’s comments are based on experience with the German model of
employment protection and its adaptation to contemporary circumstances



4 Transforming European employment policy

and European requirements. The transitional labour markets approach
considers job quality and enhancing chances for the acquisition of profes-
sional qualifications through training both as central normative goals and
as practical proposals. These proposals are meant to combat inequality in a
world of work in which professional requirements are increasingly exacting
and employment is becoming precarious. If these ideas are applied in
evaluating European policies it can be asked what the EES and the Euro-
pean flexicurity policies have done to achieve these goals. The answer has to
be precious little, as the increasingly critical studies on the EES are begin-
ning to show.

One of the central objectives of the EES is to enhance the efficiency of
public employment services and a crucial indicator used to evaluate
national strategies is how quickly the unemployed return to work. The
Commission, as in the case of financial matters, is in this context
thoroughly convinced by the theories of market efficiency, and supports
contracting out of placement services, a policy that has rapidly spread
across European countries. Great Britain was the pioneer in establishing
‘quasi markets’ with their job centres, followed by Germany in 2003
implementing the so-called Hartz reform programme, Italy experimenting
with a voucher system® and France where public employment placement
and unemployment compensation services (UNEDIC) merged in 2008.
The aim of all these reforms is to put public placement services in competi-
tion with private enterprises which are publicly funded and selected by
tender based on cost and performance criteria. The competition is meant to
induce greater efficiency, because service vendors are evaluated and risk
financial penalties or non-renewal of their contracts if their performance is
deemed inadequate. Petra Kaps and Holger Schiitz in Chapter 4 present the
results of empirical research evaluating the effectiveness of privatising
employment services in Germany, and compare these results with those of
similar work in other countries. Their criteria are those of transitional
markets (some of which are also found in the capabilities approach):
individual autonomy, solidarity, effectiveness, efficiency. The research does
not confirm the expectations of the advocates of privatisation. Instead,
their results confirm fears that competition increases ‘selection of the
fittest’ effects and the pressure to accept the lowest bids; neglects criteria
that determine the quality of insertion and that credible management tools
are absent; and priority goes to those deemed at the outset to be most
employable and that little freedom of choice is left to ‘clients’.

In Chapter 5 Philip Wotschack evaluates the use of working time
accounts in German companies. This flagship measure of the flexicurity
programme allows employees, by accumulating time (overtime, shorter
holidays) during their working life, to free up paid working time that can be



