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1. Introduction

This paper deals with the inter-relationships betw¢he establishment and operation of the
Economic and Monetary Union (EMU) and the industredations system at national, cross-
national and supranational level. Its focus is be tnstitutions connected with the EMU

construction and their relationship with the indtiins of industrial relations at national level,

especially wage setting systems. The attentionhexefore mostly focused on euro-zone
countries, although developments in the wider EE&8 considered. The paper is organised in
two sections.

Section 2 recalls the main features of the macome@ic regime brought about by EMU and its
institutional setting, and summarises the consdqakanges in the economic environment in
which national industrial relations systems weedlitionally embedded. It stresses the pressures
for change deriving from this new, asymmetric emwment, in which monetary policy is
centralised for the entire euro-zone under the geao Central Bank (ECB) control, while fiscal
and wage policies remain under the responsibilitpadional governments and, with regard to
the latter, of national social partners.

Section 3 analyses three phases in the adaptateegs of industrial relations systems to EMU,
the first one from the Maastricht Treaty to the efthe 1990s, the second one from 1999 to the
outburst of the world’s financial crisis in 200hdathe third one from 2008 on, with two distinct
sub-periods, 2008-2010 and 2011-2015. The chaistitsrof these phases are sketched in the
light of the main potential lines of evolution idéied in the relevant literature which
accompanied the EMU construction — namely, a deweént towards a strongly decentralised
and partly deregulated system, ‘Europeanisationd arenationalisation’ (Martin 1998;
Marginson and Sisson 2006: ch. 1).

The first scenario, which is often labelled as ‘Amoanisation’, identifies a trajectory involving
three main features: deregulation, the break-upincfusive structures of multi-employer
bargaining, typical of most pre-EMU and pre-enlanget EU-15 member states, and the
weakening of trade unions, increasingly unableate twages and terms of employment out of
competition (Martin 1998; Marginson and Sisson 20@8). It is consistent, and largely
overlapping, with the dynamics of the ‘negative kedrintegration’ scenario envisaged by many
authors, especially (but not only) in the first pbs of the EMU construction process (for all,
Scharpf 1996, 2011).

‘Europeanisation’ refers either to the buildingao¥ertically integrated, supra-national industrial
relations system at EU level, equivalent to thosgstimg at national levels, or to a trend taking
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place at several levels (EU, national systems, emyfevel) towards “common policies leading
to common outcomes achieved by common processasievelopment not necessarily leading
to a vertically integrated system (Marginson-Sis2006: 8-12).

‘Renationalisation’ involves a reinvigoration oftimaal industrial relations institutions to cope
with the enhanced competitive environment broudbtua by the process of economic and
monetary integration. It is exemplified by the wais waves of social pacts since the late 1980s
and 1990s, promoting wage moderation along withsmess to increase labour market flexibility
and reform the welfare systems (Marginson-Sissod62®-7). This process would entail a
potentially unstable and undetermined situation. t® one hand, if the elements promoting
labour market flexibility and reforming welfare angements tend to prevalil, in order to gain a
competitive advantage against other EU countriesraing to a logic of ‘competitive solidarity’

or ‘competitive corporatism’, the outcome wouldddownward spiral similar to that of the first
scenario (Streeck 1994b, 1995, 1996, 2000; Ma@BB812004; Schulten 2001 and 2002; Rhodes
1998; Traxler 1997, 2000). On the other hand, $paiets could be viewed as a form of ‘regime
collaboration’ rather than competition, in which tinaal-level coordination would be a
prerequisite for policies of transnational or eveh EU-wide coordination of collective
bargaining, leading therefore to forms of Europsaton (Dglvik 2000 and 2004; also Goetschy
2000; Marginson and Sisson 2006: ch. 5; TraxlerO20TThe usual distinction between
‘organised’ and ‘disorganised’ decentralisationaidler 1995a) is pertinent in this context, since
decentralisation of industrial relations and cdllex bargaining is not necessarily incompatible
with coordination.

It must be noticed, however, that there is a aer@asymmetry between these potential
developments of industrial relations. On the onadha&n the ‘Americanisation’ case, institutional
and procedural features (decentralisation, fragatemt, weakening of trade unions, decrease of
bargaining coverage) are rather closely connectdd substantive outcomes in terms and
conditions of employment (overall low wage increaggowing differences and inequalities, less
employment security and spread out of atypical remts, prevalence of flexibility over security).
On the other hand, the latter two cases refer mastinstitutional and procedural dynamics, at
national and EU level, that aper sécompatible with different substantive outcomespira
race to the bottom in labour standards to an upggaaf working conditions linked with a “high
road” to international competitiveness. While i thirst scenario the process of adaptation of
industrial relations to EMU is strongly market-d#iy in the latter two scenarios is mostly
institution-driven, at national, transnational agbranational level. These three adaptation paths
of national industrial relations systems to EMU a mutually exclusive but can co-exist,
although with a varying balance between them awee and by country.

Within this framework, it is possible to identifywd levels of adaptation which involve to various

extent industrial relations actors, processes andomes. The first one is essentially driven by
EU-level institutions and aims at further integoati both in the economic and in the social

dimension. It is composed of the various instrure@viailable to support economic convergence
and fiscal stability (notably through the Stabilapd Growth Pact) as well as those devised to
coordinate labour market and social policies, whaoh primarily relevant here. Indeed, for the

argument developed here, this adaptation procesdeigant notably in terms of the importance

attributed to social cohesion as distinct from @coit integration for the role that social partners

can play in it. Since the late 1990s there haven lmeany developments in this process, starting
from the launch of the European Employment Stratagy the emergence of the Open Method
of Coordination up to the introduction of the Eusap Semester in 2011. These are quite
important issues in their own right and the develept of specific analyses is beyond the

objectives of this paper. Therefore, this levehdaptation will be covered here only in general
terms, in order to identify its main features andrknimportant turning points as well as the

implications for industrial relations.



The second level of adaptation refers to decenadliprocesses, which are driven mainly by
market mechanisms, on one side, and by socialgrarand collective (wage) bargaining, on the
other. The former is consistent with the ‘negativegration’ perspective, according to which

the new EMU institutional constellation creates @mpetition between national industrial

relations and welfare regimes leading to a downvsgical in wages and terms of employment,
working conditions, labour market rules, and sosedurity systems. An influential strand of this
body of literature (Scharpf 1996; Streeck 1996 sstes that this would be the ‘natural’ or ‘quasi-
automatic’ (Scharpf 1996: 32) evolution of the sbaimension under EMU (and the Single

Market), the outcome by default, if corrective mtntions are not provided.

Such corrective and counteracting interventionsaarthe centre of the social partners (mostly
trade unions) attempts to contrast an exclusivedyket-driven adaptation. Prominent in this
approach are the attempts at coordinating collectigrgaining and wage setting systems at
national and cross-national level as a way to preveontrast or avoid downward pressures.
Coordination efforts may take place in a variety fofms, eithervia national tripartite
arrangements between governments and the socitdepgr orvia cross-national bilateral
agreements between trade unions and employers i@$30€, or alsovia cross-national
unilateral actions by trade unions of different nwies. These forms of coordination obey to
partially different logics. The first one (nationtlpartite agreements) is consistent with the
‘renationalisation’ perspective mentioned abovesgidy conducive either to a regime
competition outcome (solidarity and corporatiseagements within one country as a means to
gain competitiveness at the expense of other ElWtdes) or to a Europeanisation outcome. The
latter two forms of wage policy coordination aimstead to prevent or contrast regime
competition, and therefore are consistent with'Bugopeanisation’ perspective.

Brief conclusions close the paper.

2. The starting point: a new macroeconomic regime

Well before the euro started to circulate physicalh 1 January 2002, the establishment of the
Economic and Monetary Union, with its related ingtonal arrangements, brought about a deep
change in the economic and social environment irchvhational industrial relations systems in the
EU were embedded. This transformation can be byodelflined as a shift from a Keynesian to a
monetarist or neo-liberal macroeconomic regimegcsesiit implied a strict limitation of fiscal
measures and aggregate demand management, egpegiailtroducing important constraints on
public spending and inflation, and it adopted @dgtmonetary-centred economic policy approach
aimed at price stability (among others, Traxler@chulten 2001; Issing 2002; Martin 2004).

A 1999 memorandum by the Dutch Ministry of Socidlaks illustrates how the state of the world
was changing, and how this change was clearly pede

“Owing to the loss of the exchange rate and interage mechanisms as adjustment tools at
international level, and owing to the reduced btaigeroom for manoeuvre resulting from the
stability pact, the possibilities of absorbing (porary) economic shocks through national monetary
policy have been diminished. This makes it all there necessary for all members of the union to
boost their adjustment capabilities, primarily Imgreasing flexibility on the labour market and in
wage formation, a requirement which is linked te fmportant duty of safeguarding the balance
between flexibility and security” (reported in Fafgy and Pochet 2000: 12).

This change meant a structural break compared with previous institutional economic
environment, implying the removal of crucial ingtrents of macroeconomic management from the
hands of national governments (Scharpf 2011). énniw institutional setting, the national control
of the interest rate and exchange rate was rulédopudefinition, since national currencies are
suppressed and supplanted by the common curremzjerlthe one-size-fits-all monetary policy,
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national governments cannot any longer utilise cefitipe devaluations as an ex-post adjustment
measure to temporarily re-gain losses in competitgs, like several European countries did in
previous decades. In addition, national public dp@n policies and fiscal measures are highly
constrained within the web of rules and controlgh&f Stability and Growth Pact, adopted in the
mid-1990s to stimulate economic convergence armbhdain public spending. A set of rules which

was devised also under the fear of moral hazarolgmts by countries entering the euro club with a
large public debt, aimed to contain or contrastrible of their opportunistic behaviour in managing

public finances at the expense of countries withngofinances (Issing: 1996). And, finally, the

overall EU budget, amounting to slightly more tHamper cent of the total GDP of the Member

States, limits the possibility of significant conmgatory or redistributive policies across countries
and regions in case of asymmetric shocks.

It follows from this well-known chain of constramthat, as the Dutch memorandum stressed,
adjustment policies had to include direct and $eledanterventions in labour market regulations,
work organisation practices, wage formation medrasj and welfare and pension arrangements to
remove rigidities detrimental to employment, inwesht and growth in the EMU context (Issing
2002: 354-56 for an emphasis on the role of miolicies, structural reforms in labour and good
markets, and tax systems). And this is even m@e#se given the limited cross-country mobility
of labour in Europe, compared for instance with thated States, due to language barriers and
other factors — all features which make the Eunoezquite inconsistent with thaptimal currency
area of Mundell’s theory. In the words of Otmar Issirgprotagonist of the building of the EMU
institutional edifice, first as a member of the fwbaf the Bundesbank and since 1999 as a member
of the Executive Board and Chief Economist of tiGBE

“[this flexibility] is needed above all in the labmarket, that is, wages must adjust to changindceta
conditions ... The more the price system (in the sidense) bears the burden of adjustment, the less
important is the loss of the national exchange aatemonetary policy instruments, and the greater t
benefit of using a single currency... Conditions sashthe necessary market flexibility can also be
created after entry into monetary union” (Issin@20quoted by Scharpf 2011: 33; see also Issing
2002).

In this way, whatever the economic rationale for EENSchelkle 2013), the ‘social dimension’
came to play a crucial, albeit ancillary, role foe viability of the Economic and Monetary Union.
Both in ordinary times and in case of asymmetriocks, the burden of the sustainability and
adjustment of national economies in the new conteas shifted from ex-post, macro-level,
demand side policies, to ex-ante, micro-level, supple measures (Traxler: 1995b; 2000). With
the qualification that while the first type of meass are not politically and socially divisive, @n
their main potential cost falls on the shouldergutéire generations in terms of cumulated public
debt and/or of an impoverished industrial and pobigla structure as a consequence of successive
competitive devaluations, those of the second &ypdar from being politically and socially neutral
They are highly divisive, implying structural refios in labour market rules, welfare arrangements
and pension systems that bring about deep cleawgisontrasts within each country and between
countries.

As anticipated above, according to several obssmkthe preparatory phase leading to the creation
of the single currency, the new EMU institutionattsng, and the completion of the Single Market
in general, were ‘naturally’ bound to reinforce thmodel of EU ‘negative integration’ (Scharpf
1996 and 1999; Streeck 1994b; 1995, 2000, 20019.tbthe incomplete architecture of EMU, the
“primary objective” of the European Central Bankrnaintain price stability, the constraints on
public budget, the focus on the supply-side ofeabenomy and the relevance of labour market and
wage setting institutions, the new environmenthauit corrective interventions, would increase the
competition not only on product and services, hriggabout deep restructuring processes, but also
on industrial relations and welfare regimes. Acaggdo this line of interpretation, it is as if the
regulatory capacity of industrial relations was derly pushed back in an environment that
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structurally offers employers a large availabildg§ exit options, undermining the trade unions’
effort to “take wages out of competition” (Commoi809; Kochan 1993). Not only wages and
working conditions, but labour market rules anditnons would be put into a downward spiral,
according to the scenario, often depicted by Wolfg&treeck, made of weakened trade unions,
fragmented collective bargaining systems and regdllb@#gaining coverage, leading to the end of
national standards — the ‘Americanisation’ scenamentioned in the Introduction, both in
procedural and substantive terms. This sequencelesklopments — from the incomplete
institutional architecture of EMU, to deflationapyessures, to intensified regime competition, to
worsening employment and welfare conditions — isstsient with the ‘pessimistic’ interpretation
of the likely chain of implications of EMU on induisl relations highlighted by much literature at
the time (Sissoet al 1999: 9-10).

However, as in the broader process of the inteynalisation of the economy, the constraints
introduced by the Economic and Monetary Union dd necessarily need to involve such a
downward spiral with inevitable erosion of labourdasocial standards. This potential outcome
leaves room for different trajectories across coestor blocs of countries, depending on structural
economic conditions, path-dependent processes, awtdrs’ strategies (Hyman 1999). As
mentioned in the Introduction, alternative scermatmthose of negative integration and the erosion
of national standards and industrial relationsesyst could occur. For instance, by pursuing, either
via social pacts or trans-national or supra-natiommamé of coordination, a “high road” to
international competitiveness based not only oncthst of labour but on the quality and reliability
of goods and services, and on an adequately traanddeducated workforce involved in these
productions. This would entail an upgrading of pneduction system, as opposed to a downgrading
of labour standards, and include the chance faebetages and working conditions. Key to this
option would be the improvement of productivity, ieth would open room for higher worker and
social benefits.

A crucial component of this second type of develepts, which is consistent with the ‘optimistic’
interpretation of the implications of EMU on induat relations (Sissost al. 1999: 10), would be a
relevant degree of coordination across countriasprder to avoid the ‘race to the bottom’
alternative. At EU-level, this was pursued by tld®@ion and implementation of many EU-level
policies aimed to strengthen social cohesion andthey identification of objectives such as
flexicurity, which combine the enhancement of markechanism while at the same time ensuring
security. In practice, such EU initiatives pointeda number of national interventions which were
available given the constraints that the new magetagime put on traditional fiscal policies.
Actually, the constraints on governments’ actiond policies contributed to put the role of social
actors at centre stage. In fact, under the impofshe Economic and Monetary Union, and as a
reaction to the intensified competitive pressum@snected with this process — and of course of the
more general changes in the international econ@nigronment —, attempts were increasingly
made by social partners, especially trade uniansartds forms of trans-national coordination of
collective bargaining and wage policy, if not todsia Europeanisation of collective bargaining in
the real sense. Clearly, the goal of ‘Europearosatvas also an implicit and often explicit goal of
EU initiatives.

3. Three phases

Three phases can be approximately identified inpiteeess of adaptation of national industrial
relations systems to the new EMU institutionalisgtt The first phase covers the 1990s, from the
Maastricht Treaty to the launch of the single coeke the second one goes from 1999 to 2007, that
is from the introduction of euro to the eve of #@8 financial and economic crisis; the third one
from 2008 on, with a further distinction in two spbriods (2008-2010; 2011-2014). Although in



each period it is possible to find traits of aletthree scenarios depicted above, their relevance
varies over time and by country.

The first phase is characterised by the searclomiergence towards the Maastricht parameters for
membership in the Economic and Monetary Union,rofiersued, but not only, through a wave of
new social pacts, or similar arrangements. Thes#speombined both features of the ‘old’
concertation practices, mostly focused on voluntargomes policies, and new supply-side
measures, aiming at increasing flexibility in thebdur market and boosting productivity at
company and system level. It is debated in thealitee whether, on the one hand, they are forms
of regime competition, not incompatible with a pres of adaptatiovia negative integration along

a trajectory of increasing decentralisation anagelation of European industrial relations systems,
with a weakening in some countries of the role afitremployer sector agreements, or, on the
other hand, vehicles (‘stepping stones’: Marginsand Sisson 2006: 120) conducive to
Europeanisation (Fajertag and Pochet 1997 and 2@a@jn 1998; Schulten 2001; Traxler 2000;
Dglvik 2000 and 2004; Hancké and Rhodes 2005; €raahd Brandl 2009; Avdagic, Rhodes,
Visser 2011). This phase has also registered vartoade union initiatives of cross-border
bargaining coordination on wages and other isstiesgetoral and intersectoral level, to contrast
downwards spiral.

The second phase is characterised by an increabugggence in economic behaviours and
outcomes across countries, generated also, acgotalisome observers, by the very operation of
the EMU institutional mechanisms (Hancké 2013a 20it3b; Hassel 2009). In this period, despite
the persistence or even the institutionalisatiorsadfial pacts in some countries, their importance
and diffusion see a decline, or, in those whiclviseror continue to be signed, a greater emphasis
is put on supply side measures aimed at strengthethexibility in the labour market and in
employment relations compared to traditional demsideé measures. Forms of social pacts or of
national consultation bodies are experienced algosdime of the countries interested to the
enlargement in 2004 and 2007, but with differentteats and logic from those of the EU-10 in the
1990s. This phase was also characterised, on thehand, by the building at the EU level of
institutions and procedures linked to EMU and maronomic governance, and, on the other hand,
by the continuation, and even strengthening, otgsees of decentralisation of industrial relations
and bargaining systems under the pressure of ifishsternational competition and restructuring
brought about (also) by EMU and the European iatismn. However, forms of cross-border
bargaining coordination continue, generally withffidilties and uncertain results but with
significant outcome in others.

In the third and current phase, the entire EMU i&cture is challenged by the financial, economic
and sovereign debt crises, with relevant conseasena the ‘social dimension’ and namely on
industrial relations, both in the exposed and mtet® sectors, and deepened regional cleavages
within the EU. This period is characterised by atiphre-design of EMU institutions, which
basically amounts to a strengthening of fiscal sililance mechanisms, but without a radical
change in their rationale nor in the (market comiog) logic of their functioning. However, with
regard to the impact on industrial relations, itl&racterised, especially since 2011, by much more
direct, specific and deep interventions of EU titbns in national systems with a sovereign debt
crisis, in support of a pronounced logic of intérevaluation.

3.1  The first phase. Preparing for EMU: social pacts drearly wage coordination attempts

In the first phase, industrial relations at differdevels were interested both by processes of
coordination and pressures towards decentralisadonthe one hand, within national boundaries,
forms of cross-sector coordination took place nyathfough the spread of social pacts or similar
arrangements, while at cross-border or transndtiteneel, unilateral or (more rarely) bilateral

attempts of coordination occurred primarily at eedevel and on wage issues, but at times also
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with a cross-sectoral dimension and on broader emsattOn the other hand, in a context of
heightened international competition and strong sguees for company restructuring,

decentralisation processes took also place, witreater role of company level bargaining (in

MNCs, but not only) and some erosion of the regujatapacity of sector agreements, not always
within a framework of organised decentralisatiopgioing and hardship clauses, derogations).

At EU level, in the path towards the adoption o #uro, the initiatives were concentrated on the
preparation and definition of the overall institutal framework. With a view to “securing
budgetary discipline in stage three of the Econoamd Monetary Union” a crucial step was the
Stability and Growth Pact of June 1997 (Resolutbthe European Council 97/c 236/01) and the
following Regulations on surveillance of budgetpositions and the surveillance and coordination
of economic policies (1466/97) as well as on thpl@mentation of the excessive deficit procedure
(1467/97). In the field of labour policies, the mah of the European Employment Strategy (EES)
was particularly important (Goetschy 1999 and 20Barbera 2000; Sciarra 2000). It created a
framework for the coordination of employment paiacross EU member States through common
objectives, annual guidelines and the possibibtgitect non-binding recommendations to national
governments. The establishment of the EES restethiemclusion in the Amsterdam Treaty of a
new employment title (Papers 125-130 EC; now PafpédEs150 TFEU) and followed decisions
taken by the European Council in 1994 and 1997that Essen and Luxembourg meetings
respectively. These steps marked a new commitmenemployment and labour issues in the
European Union, as well as industrial relationsyef highlight that in the same years the European
Social Dialogue was institutionalised and reachsdiist formal achievements on parental leave,
part-time work and fixed-term work.

The coordination process introduced by the EES hes®d on soft measures aimed at promoting
voluntary convergence towards a number of speabjectives by mutual learning, under the
guidance of the European Commission and the sugenviof the European Council. This
coordination strategy soon became known as then‘apethod of coordination’ and represented the
main example of soft-law mechanism as opposedri-lasv convergence through mandatory acts,
such as regulations and directives (Barbera 2086the special meeting of the European Council
held in Lisbon in March 2000 this “new open metladctoordination” became the main reference
framework for the achievement of the “Lisbon Stggte (Presidency ConclusionsThe way
forward).

Such developments at EU-level were crucial in distaing the conditions and the instruments for
the implementation of the EMU (the Stability ando@th Pact) and in including labour policies in
the coordination efforts under the responsibilifyttee EU. From this point of view it is probably
useful to underline that it is possible to identifjks between the EMU and the EES in their early
stages. For instance, in the conclusions of the4 188sen European Council, which in many
respects represents the first formal step towdrdEES, under the heading on the “Improvement
the employment situation”, it is possible to rehdtt“increasing the employment-intensiveness of
growth” would require, among other things, “a wapgelicy which encourages job-creating
investments and in the present situation requiredemate wage agreements below increases in
productivity”. As we will see, these links will beme progressively more evident by the integration
of the employment guidelines in a joint packagenviie broad economic guidelines since 2005 and
later by the introduction of the European Semast@011.

However, if we stick to industrial relations, theim developments in this first early phase of the
EMU took place at national-level and concerned fiilélment of the Maastricht convergence
criteria. Moreover, interesting steps were takercrass-country level, with a view to establish
forms of wage coordination and thereby contrastgbiential ‘internal devaluation’ logic of the
new monetary regime.



At national level, the main feature is certainle tamergence of a significant number of EMU-
centred social pacts. Actually, it is debated ia tierature whether adapting to the Maastricht
requirements for membership to EMU was a sufficiemtdition for the re-emergence, evolution
and institutionalisation of social pacts in many Ebuntries during the 1990s. Other factors,
according to several scholars, played an impontalet and help explain cross-country variations,
among which the calculations of governments andsthategies of social actors (Avdagit al.
2011; Baccaro and Lim 2007; Hassel 2003 and 2086irfR2000). Widely accepted is however the
view that the new socio-economic constellation -denaf intensified internationalisation of the
economy, heightened competitive pressures andfisigmi demographic changes — was forcing
many European countries to adopt reforms of wagengesystems, welfare provisions and labour
market rules to contain or reduce labour costs @naic expenditures, eithetia social pacts or
other institutional arrangements or governmentateibl decisions. The building process of the
Economic and Monetary Union, within the broader ptetion of the Single Market, was an
essential element of this new socio-economic ctiastsn, and was certainly in many cases a
catalysing, albeit not exclusive, factor of theustiinent process (Crouch 2000; Goetschy 2000;
Dglvik 2000; Hancké and Rhodes 2005; Marginson®macler 2005; Marginson and Sisson 2006;
Pochet, Keune and Natali 2010).

Both early accounts and more recent analyses unedHat the majority of the eleven Member
States that were included in the first Euro grodpstria, Belgium, Germany, Spain, Finland,
France, Ireland, Italy, Luxembourg, Netherlandsiirgal) had bargained in the 1990s some forms
of social pacts or similar arrangements. Schul2®91) lists eight such countries in a table cowgrin
national cases in which “wage guidelines or recomuiagons under national competitive
corporatism” had been adopted as a means to atistcollective bargaining system to the new
EMU environment, comprising Belgium, Finland, Gamy, Greece, Ireland, Italy, Netherlands,
Portugal, although the results of the German ‘Alte for Jobs, Training and Competitiveness’
bargained under the Schroeder government wererrtthited (Schulten 2001: Table 3; Marginson
and Sisson 2006: Table 5.1 for an updating toitlse 2000 years, including also Spain). Somehow
similarly, OECD (1999: 160-162) presents a tabléhvgix countries in the euro area (Belgium,
Finland, Ireland, Italy, Netherlands, Portugal)which incomes policies and tripartite agreements
were reached in the 1980s and 1990s, noting hovikaetheir contribution to wage moderation is
uncertain. A more recent account that analyseghall EU15 countries with the exception of
Luxembourg, finds that seven countries out of theven first euro group used some form of
concerted agreement in the 1990s (Avdagfial 2011: 26-27). Of these, five — ltaly, Ireland,
Finland, Portugal and, to a lesser extent, Spaiadepted “extensive tripartite concertation”
arrangements, in which government was directly v in agreements spanning several policy
areas, while in Belgium and the Netherlands bi{gagtgreements were reached under the threat of
government unilateral decisions. The remaining teesdid not experience major social pacts, but
three of these (Denmark, UK and Sweden) were nidicgeating to the EMU, and are still outside
the euro-zone, while Greece, with a tripartite ‘G@dence Pact’ signed in 1997, entered in 2001.
Forms of national consultation boards or natioriphttite councils, established eithga tripartite
agreements or by legal enactment, have been erpedelso by some of the countries that entered
later in the EU and, in some cases, in the EconamicMonetary Union, somewhat instrumental to
the process (Marginson and Sisson 2006: 141) -euwth the logic of such arrangements, with the
possible exception of Slovenia, was quite differgam that in the EU15 (Hassel 2009; Pochet,
Keune and Natali 2010; Traxler 2010).

The purpose of these tri- or bi-partite arrangesiestime of them going back to the 1980s (like in
Ireland, the Netherlands, Denmark), was to contrithtion and improve national competitiveness
via a policy of wage moderation. In many cases, thegee explicit references to the Maastricht
convergence criteria for entering into EMU (Rhod&98), including the possibility to establish a
‘European standard’ for the development of wageshyfen 2001: 23). While in the EMU



institutional architecture collective bargainingdamage policy had to remain under national control,
rejecting any idea of Europeanisation of collectbaggaining, the macroeconomic policy defined
under the EMU governance and the monetary poliagh@fECB became an increasingly important
point of reference for wage policies at nation&kele whatever the wage setting system. According
to the Commission’s Recommendations for the 2B@fad Economic Policy Guidelingguoted in
Schulten 2001: 26), in the euro area wage increhadsto be “consistent with price increases
within the price stability objective of the ECB’n Ithe same period the President of the ECB
stressed that “in wage negotiations social partisésuld take into account the importance of
maintaining price stability, the growth of prodwaty, the need to reduce unemployment and the
fact that different local circumstances requirdetént wage developments”, warning that, in case
of violation of these guidelines, a (more) resivietmonetary policy would followil§idem). Brief,
collective bargaining policy had to replace theerof the exchange rate as the central variable to
adjust national economies in case of asymmetrickshand loss of competitiveness. National social
partners had therefore to internalise in theirtsgii@s that, in the new institutional and monetary
environment, wage bargaining would take place ealrterms’, with the certainty that no
accommodating monetary policy would compensatest-for excessive dynamics in wages and
labour costs (Issing 2002). In this sense, frompgbmt of view of the three potential scenarios
anticipated in the Introduction, social pacts carsben as both a case of re-nationalisation, intwhi
the importance of national systems is reaffirmedgd &@f Europeanisation, in which common
constraints lead to similar processes and outcdMagrginson and Sisson 2006: 142).

Whatever the diffusion of social pacts as a meansdet the Maastricht criteria and adjust to the
EMU environment, and whatever the reasons for gm@iergence (Avdagiet al 2011; Baccaro and
Lim 2007; Hassel 2006 and 2003), the pacts of 8804 were ‘new’ in the sense that, as above
anticipated, they included both features of thecbncertation practices of the 1960s and 1970s,
mostly focused on voluntary incomes policies, aed/ supply-side measures aimed at increasing
labour market and employment relations flexibili§ome of them were apparently more effective
than others in combining these two features, andustaining national competitiveness while
protecting employees’ interests and purchasing poWas happened for instance in Italy, with the
tripartite agreements of July 1993 and the ‘ChragrRact’ of 1998, in which wage dynamics were
explicitly linked to the average inflation of then®zone (Bellardi 1999), or ‘Partnership 2000’ in
Ireland and its predecessors, or in Portugal. Buthe whole, according to some observers at the
time, they were often unable to overcome the lajicompetitiveness through wage restraint and
market flexibility implied by these forms of ‘suppside corporatism’, or ‘competitive corporatism’,
or ‘competitive solidarity’ (Rhodes 1998; Traxle@@D; Streeck 2000; Schulten 2001), although
they tried to reconcile the goals of national cotivemess with the respect of some equity criteria.
Similar objectives are part of intersectoral bitateagreements linking collective bargaining to
some supra-national or European criteria, like 8818greement in Belgium (preceded by a 1996
‘law on competitiveness’ for 1997-98) in which aage norm’ was established to link wage
increases to the trends in the major trading pestokBelgium (Germany, France, the Netherlands).

To contrast downward spirals linked to the heigatenompetitive pressures, there have also been
attempts in this and subsequent periods to urdbyeroordinate wage policies across countries by
trade unions at inter-sectoral and sectoral ledarginson and Schulten 1999; Marginson and
Sisson 2006: ch.4; Glassner and Pochet 2011 fenargl review). A case in point at inter-sectoral
level is the so-calle®oorn Initiative of September 1998, preceded the previous year Dgoan
Declaration between the trade union confederations of GermBeigium, Luxembourg and the
Netherlands (and also French unions since earl00€ prevent competition on wages and
working conditions between these countries, rapgcany national policy bound to achieve cost
competitive advantageda wage restraints. The purpose of this initiativatially a reaction of
Belgian unions against the already mentioned 18@6stipulating that the average wage increases
in Belgium should not exceed those in the countnyst important trading partners, was to prevent
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wage competition by means of a coordinated collediargaining approach based on a productivity
oriented wage policy. Meetings between the pauwidng unions were held annually until 2002, to
coordinate also other qualitative issues in additmwage policies (for instance life-long learrjing
but were less frequent in subsequent years andatssionally suspended, to be resumed on a bi-
annual basis after 2006 (Glassner and Pochet 2&)1:

Numerous are the cases at sectoral level, oftanqied with a top-down approach by the European
Trade Union Federations (ETUF). An important examlthe so-calle@European Coordination
Rule approved by the European Metalworker FederatioMREat the end of 1998, setting
guidelines and minimum standards for wage negotiatito prevent downward competition on
wages and working conditions across EU countriee. HMF was actually a forerunner in this field,
informal initiatives towards a cross-border cooatlion of collective bargaining going back even to
the 1970s, with an acceleration in the run-up tolE(@&Glassner and Pochet 2011: 15). Anticipated
by a “statement of principle on collective bargagiiin an EMF conference in 1993, the principle
that annual (nominal) wage increases for workeailshcompensate for inflation plus a “balanced
participation” in productivity gain was included the above-mentioned European Coordination
Rule in 1998. A similar wage policy goal was adoi®o years later by the European Trade Union
Confederation, after having established a commitieéhe coordination of collective bargaining. In
the following years similar guidelines for wage ne&gses based on protection from inflation plus
some participation to productivity gains were aédpby several other European Trade Union
Federations, among which the Federation of Textilekthing and Leather, that of Food,
Agriculture and Tourism, that of Public Service tims, and that of Graphical secttridem.

In addition to the adoption of procedural rulesdorss-border coordination of wage policy, various
structures and institutions were also createdndfiehe form of regional networks at sectoral and
intersectoral level, to exchange information onegufar basis, to activate cooperation between
unions of different countries and to monitor cdliee bargaining processes and outcomes.
Particularly active was the network in the regidnNmrth Rhine-Westphalia, Belgium and the
Netherlands, but similar networks were createdewvesal other regions as well, like in central and
eastern Europe and in the Nordic countries. It Ehbe underlined that such initiatives, like the
Doorn Initiative and differently from Europe-wideitiatives like the European Coordination Rule
of the EMF, refer to contiguous geographical angdl a close economic integration and usually
similar industrial relations systems, which showdpport their sustainability. Despite such
difference, the results of these coordination éffowere rather limited, as the difficulties in
organising coordination across distinct pay, coiNecbargaining and representation systems proved
quite significant (Glassner and Pochet 2011: 19-21)

While these attempts at cross-national coordinatibbargaining policies, to “take wages out of
competition”, are often considered akin tripartiteial pacts, it should be underlined that thegido

is partly different. As mentioned above, tripart#igcial pacts may obey to a logic of competitive
solidarity, that is internal solidarity (with natial equity) as a way to achieve international
competitiveness. Therefore, they do not rule owtpiinciple, the possibility (although not the
inevitability) of a downward spiral brought about the competition between national industrial
relations regimes. Cross-national wage bargainowdination, by contrast, is precisely aimed at
preventing wage dumping and downward spirals.

These differences aside, the fact, however, is thajeneral terms, attempts at cross-national and
supra-national coordination of bargaining policiesside clashing with the logic of the Economic
and Monetary Union (Gros and Jones 1996; Issin@R0&hcounter many difficulties, that arise
first of all by the circumstance that the new magconomic context multiplies cleavages and lines
of differentiation well beyond the traditional onlestween employers and employees/trade unions
within a national industrial relations systeim. primis, cleavages between employees and trade
unions of comparatively low wage and poor welfagime countries, on the one hand, and those of
high wage and dense welfare countries on the dthed. Workers and unions in the first type of

11



countries may have a stronger interest, at leaghénshort run, in seeking alliances with the
employers of their own country to increase natiosampetitiveness and create additional
employment opportunities for their potential mensbtran in coordinating their wage policy with
the unions of the high wage-high welfare counttt&sharpf 1996; Streeck 1996: 89-94; Traxler and
Brandl 2009: 182-83). These tensions are more br@atnected with the completion of the Single
Market and the general EU enlargement procesd)eadiscussions and diverging interests on the
so-called Bolkestein directive and the Viking amalvél cases have shown in the following years;
but they are certainly intensified in the macroremnic context brought about by the EMU
institutional setting.

These attempts, in a sense, testify a two-folda@enon one hand, the downward spiral in working
conditions and employment relations cannot be td&egranted as inevitable effect of EMU, and,
on the other hand, counteracting these tenderziadifficult process that would require adequate
strategies by social actors (overcoming their in&nad inter-national contrasting interests) as well
as adjustments in the EMU connected institutiorts @olicies. In particular, with regard to social
actors strategies, not only trade unions of differeountries may have contrasting interests in
coordination policies, but even greater difficidtimay arise from the limited (to say the least)
interest of employers and national employers’ assions in participating to such policies, given
the constraints that this would exert on theirdiea of action. The option of ‘negative integration’
may be a more appealing one for them rather thandemtion, at least in the short term. As a
matter of fact, under the pressure of heighteneetnational competition, further strengthened by
the EMU construction process, the first phase seseveral cases a partial erosion of the regulatory
capacity of sector agreements through the emplps@noted introduction of opening clauses and
also, in some countries, of first derogation claugdthough this trend intensified in the second
phase, it started often in the 1990s, also in cctiore with the 1992-93 recession. In some cases
this occurred within a framework of “organised dacalisation” (Traxler 1995a), as for instance in
Italy after 1993, in other cases through proceskeser to forms of “disorganised decentralisation”,
as exemplified by hardship clauses in German dole@agreements, especially, but not only, in the
metalworking sector. This development was promateg@ermany since the 1990s by the employer
association, in search of a greater flexibility sectoral agreements especially on wages and
working time issues, allegedly needed to responthéogreater diversity of individual company
circumstances, and went together with a significketdrease of the bargaining coverage (Bispinck
and Schulten 2011; also Keune 2010 on derogatewumsek on wages in seven European countries,
where it is stressed the special case of Germakighg with the rise of the so-called pacts for
employment and competitiveness at company levekelprocesses opened the way to a partial
reshaping of the balance between sector and conipaalyin the structure of collective bargaining,
which further intensified in the second phase (M&gn and Sisson 2006: ch. 6).

To sum up, in the first phase the focus was thearegion for EMU and the guidance was set by
the Maastricht criteria. In a context of heighteingdrnational competition and strong pressures for
company restructuring, industrial relations werkenested at different levels both by processes of
coordination and decentralisation. Three main pateee followed for the adaptation of national
industrial relations systems to the new economdat iastitutional environment. One was ‘negative
integration’, according to which not only wages amdrking conditions, but national industrial
relations and welfare regimes, with their rules pnacedures, are thrown into competition, paving
the way to decentralisation trends and the downwaichl feared by several scholars — the first
scenario recalled in the Introduction. The second was that of national tripartite social pacts or
bilateral arrangements, by which national goverrnisi@md social partners, especially in countries
which had to rapidly fulfil the admission criteridgsied to reconcile the search of national
competitivenessia traditional incomes policies and measures of laloarket flexibilisation with
some social objectives, among which the proteatibemployment levels and the defence of the
purchasing power of wages and salaries. These,paetseated by issues and consistent with
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policies defined at EU level, used to set out sthanacro-economic objectives and coordinate the
actions of governments and social actors, witheavvio publicly establish credible commitments
and provide a sound basis for shared expectafidresinterpretation of their overall significance is
still open to controversy. On the one hand, theylmaseen as not incompatible with, if not directly
conducive to, forms of regime competition, follogira logic of competitive corporatism or
competitive solidarity in which unions are presfadextensive concessions on wages and working
conditions, albeit mitigated by some equity consei@n the other hand, if not “stepping stones”
towards formal transnationally coordinated arrangets, or even a vertically integrated European
system of industrial relations, they can be seenireduding both renationalisation and
Europeanisation elements (Marginson and Sisson :2086, 142). The third path, mostly and
primarily supported by trade unions, was that ossrnational coordination of collective bargaining
and wage policies, at sector or inter-sectoral lJemeecisely to avoid wage and social dumping,
regime competition and downward spirals. This patitorporating the possibility of a *high road’
to international competitiveness, has however ptdeebe exposed not only to practical difficulties
in its implementation (Glassner and Pochet 201d),dven more to potential contrasts between
trade unions of low wage-poor welfare countries #muse with opposite characteristics; not to
mention the lack of interest of employers and elyglg associations in being involved in such
coordination policies (Streeck 1996: 89-94; Margmand Sisson 2006: 88 and 105-06).

3.2 The second phase. The open method of coordinationl @ahe prevalence of national
trends

The first phase came to an end with the launcihefBuro and the fixing of the exchange rates of
the first eleven countries on 1 January 1999; Greeon joined this group and could be part of the
introduction of actual notes and coins on 1 Jan@af2. In the changed macroeconomic context of
the unified monetary zone, once the Maastricht eogence criteria had been satisfied in the run-up
to EMU, also the mixed picture of coordination atetentralisation processes changed, as well as
the balance between the three adaptation patmslosirial relations to EMU. Further complexity to
this framework was added by the EU enlargement ¢ati@ and Eastern European countries,
generally characterised by comparatively low-wage @oor-welfare regimes, with effects on
industrial relations that can not be easily diseglied from those of EMU. These effects have
assumed a variety of forms in different countried at the different levels of industrial relations,
strengthening the impression of the development ahulti-level (and multi-speed) industrial
relations framework, partly promoted by a deliberdif not necessarily coherent) design of
institution building at EU and national level, goaktly resulting from the autonomous responses of
the various actors to the challenges brought albwuEMU and the more general process of
European integration, including the enlargementr@ifieson and Sisson 2006; Leonatdal 2007).

In general, the EU level played a greater role ianmting forms of coordination across EU
countries and Europeanisation of industrial refegjovhile at national level social pacts partlyt los
importance after the start of the third stage oftEMartly encountered instabilities and difficudtie
despite some successful case of institutionalisatand partly took on different features and
functions compared with those of the 1990s, witifiedent dynamics between the EU-15 and the
new acceding, especially CEE, countries (Podketine and Natali 2010; Traxler 2010; Natali
and Pochet 2009; Hassel 2009; Hancké and Rhodés).2Bibally, the attempts at cross-border
coordination of collective bargaining and wage @glidespite many efforts by trade unions at inter-
sectoral and sectoral level, turned out to be mddfieult to pursue and less effective than expdcte
in contrasting competition across countries on wage working conditions. Decentralisation and
trends acquired more strength, with a further erosh some country of the role of sector
agreements and a greater and diversified importahcempany level bargaining, accompanied by
a decrease of the bargaining coverage. Howeveonmesareas, namely Germany and the Nordic
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countries, nationally and transnationally coordedatwage policies, together with economic
developments, brought about a significant convergerin pay rates, confirming that
renationalisation and Europeanisation may not aolgxist but work as complementary processes
(Traxler and Brandl 2009: 196-97).

After the concerted efforts at national and crossemal level that accompanied the actual

introduction of the euro as a single currency, phetal role in supporting convergence across
countries both in labour market institutions andcroeeconomic policies was taken over by the

European Union. From the point of view of employtgolicies, the EES gained a key position in

driving adjustments across Europe (Goetschy 19001,22003). Its structure and scope gradually
evolved, with changes in objectives and operatiolesils, although without a sanctioning system
comparable with that incorporated in the SGP. Eyahyt, the employment guidelines were joined

in 2005 with the Broad Economic Policy Guidelinesoi the Integrated Guidelines. In terms of

labour policies, the emphasis on the employmentiadines was progressively coupled with a

growing emphasis on the concept of flexicurity, @thbecame central in the labour market debate
since it offered a unitary perspective on pursuogh economic integration and social cohesions.
Industrial relations and social dialogue were irdégd in the new approach to promote flexicurity,

but the achievements remained somehow limited (Brul@008).

Another significant development as for the invohesrnof social partners in the European macro-
economic governance was the establishment in J@® bf the Macroeconomic Dialogue,
whereby representatives of labour and managemeBUdevel are invited to discuss with the
European Council, the Commission and the ECB “tsuesm mutually supportive interaction
between wage developments and monetary, fiscal sindttural policies conducive to non-
inflationary growth” (European Commission’s websil® June 2014). In this way an important
direct link was created between social dialogue thedeconomic and monetary institutions of the
European Union. The main objectives assigned tontheroeconomic dialogue were exchanging
information and building consensus around econ@ulies, as “it is based on the principle that
key macroeconomic policy stakeholders and decisiekers on the one hand, and those
responsible for wage formation (management andulalmoganisations) should have a proper
understanding of each other’s positions and coingsfa(ibidem).

Also the sectoral social dialogue (SSDigraits reform at EU level in 1998, although witha
direct link with EMU, contributed to some extentttte process of Europeanisation of industrial
relations, although with wide differences acrosg@s and to a quite limited extent, because sf it
soft type of regulations and the non binding chigraof its products, with consequent problems of
implementation (Keller and Weber 2011; Leonatél 2007: ch. 3; Marginson-Sisson 2006: ch. 4;
Dufresne 2006). As Keller and Weber summatrise rtiae a decade after the reform, despite some
progress in the development in SSD, especiallysngjtative terms,

“the far-reaching, ambitious goal defined by @@mmission itself during the process of
restructuring and formalisation in 1998 [“the dexg@hent of a real collective bargaining
at European level”], however, has not been attaitiezl conclusion of (legally) binding

framework agreements still constitutes the rareeption. .... The contribution of SSD as
a joint regulation procedure to the developmentacEuropean Social Model, or in
Delors’ terms the ‘social dimension of the internarket’, as a unique path of societal
development remains limited.... A trend towards treat®nal collective bargaining and
genuine European industrial relations, which sonaetgioners and academics originally
envisaged, has not taken place and is unlikelyappban in the future (Keller-Weber
2011: 239).

This asymmetry between the weakness and low profilBSD at EU level — where, because of
legal-institutional restrictions, wage issues atelided from the potential range of topieand the
persisting importance of sector bargaining at matidevel, at least in most of the EU-15 and in a
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couple of CEE countries, is explained also, if n@inly, by the lack of interest of employers to
negotiate: “most unions are in favour of agreemepitsferably (legally) binding, whereas most
employers’ associations oppose social regulatibrieast if legally binding” (Keller and Weber
2011: 232).

This specific constellation of interests, with a-dlignment between the social partners, continues
to undermine, among other factors, the developrmakfdarms of transnational collective bargaining
(Ales et al. 2006). As Marginson and Sisson sti@896: 88 and 105), given the legal and
institutional setting, employers have little indeas to negotiate, while the Commission does not
have the authority to force them and the tradensioio not have power resources. Employers can
refuse to negotiate with little negative consegesngunless the Commission or Parliament
threatens to adopt even more restrictive regulajiarhile trade unions need the dialogue to pursue
their demands. However, although the balance iathegif the benchmark is supranational sectoral
collective bargaining resulting in binding agreemsenSSD opened the possibility of a new
dimension of EU-level regulation coordinating degghents at national levab{dem).

Also many efforts promoted by national and Europteade union initiatives to develop a European
dimension of industrial relations in response to WEMNd European integration, through cross-
border coordination of collective bargaining andge/golicy at inter-sectoral and sectoral level
(Marginson and Sisson 2006: 107-108), turned@be more difficult to pursue and less effective
than expected. This was already acknowledged i@ 2eport of the European Metalworker
Federation, where it was underlined that the eftédhe European coordination rule approved in
1998 had been quite limited on actual bargainingamues in many countries in the late 1990s and
early 2000s. In many cases, the report continuegket outcomes were more consistent with the
ECB target of non-inflationary wage increases thaith the European coordination rule
(inflation+productivity), and in some cases, amaviuch Germany and lItaly, they would have had
even a deflationary impact (EMF 2001; EIROnline,gast 2001; European Industrial Relations
Review, August 2001: 18-20). One of the reasorss, @l this case, was the reluctance of employers
and their clear preference for decentralisatiorengthened by the enlargement process with the
entrance in the EU (and later in EMU in some caséspountries with mostly a single-employer
bargaining system (Meardi 2002; Marginson and [BraX005). However, to confirm the
development of a complex multi-level and multi-gbexystem, it must be noted that cases of
success of cross-border bargaining coordinatiomatdotally lacking. A relevant example is the
experience of cross-border pattern bargainingluiwg Germany and the Nordic countries in the
metal industry, that contrasts with the deregulatsxenario of European industrial relations
recalled in the Introduction (Traxler and BrandlO2Q In this case, as the authors stress, “the
coordinating capacities of the national bargainsiygtems provided the institutional basis for the
Europeanisation of wage regulation”, confirmingttrenationalisation and Europeanisation can not
only coexist but work as complementary procesdéswgh this development, starting already in
the 1980s, preceded and was (partly) independemt fine European institution-building connected
with EMU (ibidem 196)

Finally, the importance of national social pactstme extent faded away. Within the new macro-
economic context following the introduction of thero, there are less pressures for social pacts and
the wage moderation they were able to delives #d “their core components became embedded in
rules-based wage setting and fiscal policy systéinKed to EMU institutions and regulations
(Hancké and Rhodes 2005: 2; also Traxler 2003 @i@))2 Some of the governance functions of
social pacts were in a sense incorporated intdee institutions and procedures. This does not
mean that social pacts disappeared in this semst;EMU phase. In some cases they even saw a
process of stabilisation and institutionalisatibke in Ireland and Spain, while in other they went
through greater difficulties and unstable developtsidike in Italy and Portugal (Natali and Pochet
2009 and 2010). In most cases, moreover, where dteyved they partly changed their content,
emphasising the micro-level, supply-side measuiregaat achieving a greater labour market and
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working conditions flexibility as a way to enhancaional competitiveness — as exemplified by the
Italian ‘Pact for Italy’ of 2002. Forms of nationabnsultation boards or national tripartite couscil
established eitheria social pacts or legal enactment, have been ssinge the mid-1990s also in
several countries of the EU enlargement, like SiajeSlovakia, Hungary and Poland. However,
the contents and logic of these ‘corporatist’ togions, with the exception of Slovenia, were rathe
different from those of the social pacts of the EbJin the 1990s (Hassel 2009; Pochet, Keune and
Natali 2010; Traxler 2010). With some variationass countries and over time, on the whole, when
not a story of failures like in Poland (GardawskdaMeardi 2010), social pacts and corporatist
institutions had more an expressive character wildgitimizing function for government policies
during the transformation process from command @eoes to capitalism, than an instrumental
function in terms of economic performance (Trax€d0: 53, 62, 70, 74). Wage moderation did
not generally need social pacts to be achievedkngithe uneven balance of power between the
parties, the weakness of trade unions in most cdkesprevailing single-employer bargaining
system, and the low bargaining coverage, althouigi mwportant differences between the export-
oriented private sector and the public sector. Webard to wider labour market and welfare
reforms, government often decided unilaterally,revepresence of corporatist institutions. On the
whole, at national level, significant processes defcentralisation of industrial relations and
bargaining systems took place, with a further emosof the regulatory capacity of sector
agreements and of multi-employer systems evenuntces with a traditionally strong sector level,
like in France, where the 2004 Fillon law radicatgtructured relations between different levels of
bargaining in favour of the company level, and lgart Germany, with the spread of opening and
hardship clauses — although in other cases theouspening clauses and derogations, however
increasing in this period, remained limited (Kew@4.0).

These latter developments are linked to the matkeen, negative integration path, as the by
default option, although to some extent mitigatgdHe policies and procedures implemented at the
EU level mentioned above — like the EES, with iexiturity approach, and the connected Open
Method of Coordination, which had its origin in tB&S but then spread to other policy areas.
Despite the EU guidance and coordination througisehpolicies and procedures, however, rising
imbalances and increasing divergences emergedsacmstries, partly hidden by the general
economic growth experienced by most countries at fheriod. According to an interpretation,
instead of a supra-national coordination of banggimnd wage policies, or even a Europeanisation
of collective bargaining and its outcomes, in thigase the operation of the EMU institutional
setting stabilised the differences in employmenatiens, wage setting systems and bargaining
outcomes between the north-western countries otéhénent, roughly coinciding with the model
of Coordinated Market Economy, and the southeropeain countries, closer to the Mixed Market
Economy model (Hancké 2013a and 2013b), accumgldhie imbalances that exploded in the
following phase.

3.3  The Third phase. The crisis and the new economivgmance: any room for ‘positive’
coordination?

The last phase is dominated by the financial cag@oded in 2008, the following economic and
sovereign debt crises, and the institution and etadkiven responses to these crises, both at EU
and national level. It can be divided in two sulpiqds.

In the first one (2008-2010), as shown below intisac3.3.1, the EU institutions favoured
national expansionary policies, albeit temporaryat@id the deterioration of public budgets,
aimed at ensuring the stability of financial sectojecting purchasing power into the economy,
reinforcing competitiveness through a number ofddmnvestments, and, in the field of labour
policies, safeguarding jobs through various jobus&c schemes. In the second sub-period
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(2011-2014), when expansionary budgetary measuszanie less sustainable under the
persistence of the crisis and the severe strainshvdifected several EMU countries, with even
the risk of a collapse of the euro, a partial bignificant re-design of EMU institutional
architecture occurred.

On the one hand, this implied an important integrabf the original EMU-linked institutions.
This regards the development, since the end of ZbaDthe project started since 2008), of a
European System of Financial Supervision, by esstaiblg three new Authorities (Banking
Authority, Securities and Markets Authority, Insaca and Occupational Pension Authority) and
a European Systemic Risk Board. The project was kd¢veloped, at the end of 2012 and in
2013, by setting up a Single Supervisory Mechan(S®M) for the prudential supervision of
credit institutions in the euro area, and potelytiather EU Member States, as one of the main
elements of Europe’s banking union. The tasks & #B5M were assigned by a Council
Regulation of October 2013 to the ECB, which wdsame its full supervisory responsibility on
4 November 2014. The aim was to break the dangecbam linking the banking system
collapse to sovereign debt sustainability by paplmesponsibility for the supervision and
resolution of bank crises.

On the other hand, the EMU-connected instituticer@hitecture was the object of a notable
tightening of fiscal surveillance mechanisms, witha strengthened framework of market
conforming (or market enhancing) logic of functiogi Important steps in these process, as
analysed in detail below, were the European semesiteoduced in 2010-2011, to increase
economic policy coordination, promote integratedvsillance and strengthen the Commission
capacity to give policy guidance; the Euro-plustRatarch 2011), signed by the 17 Eurozone
countries, followed by further six countries; thex $ack (October 2011), with regulations
applying to all Member States which strengthenex ébonomic governance envisaged by the
Stability and Growth Pact in a number of ways (mioehg the Macroeconomic Imbalances
Procedure), further reinforced by the Two Pack l&gns (proposed by the Commission in
November 2011, into force in May 2013), with thenao strengthen budgetary discipline and
enhance mutual surveillance specifically for Eureza@ountries, especially those facing severe
financial stability difficulties, those receivingn&incial assistance and those exiting a financial
assistance programme; finally, the intergovernmeatgeement signed by 25 EU Members
States with the exception of UK and Czech Repukllmwn as Fiscal Compactreaty on the
Stability, Coordination and Governancento force in January 2013) which completed, and
partly replaced, the renewed institutional architeez The Fiscal Compact is not embedded into
EU law, but some elements of it are integrated Et) law by the Two Pack regulations. From
the point of view that interests here, these corpiestitutional changes at EU level on
macroeconomic governance “have brought wage satteghanisms [and wage policies] within
the ambit of the economic governance regime of Ew¥, reinforcing the powers of the
Commission with regard to the surveillance of wage$icy and unit labour costs, with the
possibility to recommend (and impose under certaroumstances) reforms of wage-setting
arrangements (see the excellent report by Margiasal Welz 2014: 28). The impact of sovra-
national institutions (EU Commission, ECB, IMF) wage-setting mechanisms and policies, and
more broadly on employment regulations and weléarangements, can be even more pervasive
and intrusive in case of countries receiving finahassistance packages, like Greece, Ireland,
Portugal, Spain and Cyprus. As a mater of facth@se countries, but partly in other countries
as well, these changes led, in addition to augtegbnomic policies with pronounced internal
devaluation effects (Armingeon and Baccaro 201@)the suggestion or imposition of much
more direct and specific measures on labour mankes, welfare protections and industrial
relations. Among other effects, these measureslectygdd the multi-employer bargaining
arrangements prevailing in most EU-15 countries amehe of the EU-12 countries, pushing
towards a greater decentralisation, and to somengxtleregulation of the bargaining system
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(Marginson 2014; Marginson and Welz 2014). Witrerehce to the three scenarios depicted in
the Introduction, in this phase the revitalised aejhtened role of the EU level is apparently
favouring the development of a scenario of markededtralisation of national industrial
relations systems, which encountered strong reamd counteracting strategies on the part of
the trade unions, both at EU level by the ETUC (sfa) and at national level.

Also as effect of the above mentioned developmanEdJ level, at national level the importance
of social pacts further faded away, in favour oflateral decisions by government or employers
under the pressure of economic constraints. Whaees survived, although through difficulties,
as in lIreland, flexibility measures were streng#teralsovia a further decentralisation of
collective bargaining and the use of opening anmgigion clauses. According to Marginson
and Welz (2014: 4-6), since 2008 twelve countri@gehreported changes in the main level of
bargaining, ten of which with a dominant tendermydrds decentralisation (from cross-sector to
sector or company level, and from sector to comgdaugl), and only in two cases towards a
recentralisatior{Belgium and Finland, in this case after an empigygupported decentralisation
in previous years). The countries under financiagsistance have shown the widest
transformation, with multiple changes in the simdnsion of wage-setting systems identified in
the study ipidem 18-19). On the whole, processes of both organiaed disorganized
decentralisation of bargaining took place, withs@veral countries, as said, a significant erosion
of the regulatory capacity of multi-employer bargag system, either at cross-sector or sector
level. These trends, however, did not preventdmes cases the occurrence in the export-
oriented private sector of forms of “emergencylitioas” at company and local level, within a
wider framework of “crisis corporatism”, with prominence of employmemd competitiveness
matters, as in Germany (Lehndorff 2011) but alsooiher countries. Usually, distributive
elements have tended to prevail in these negatmtiwith employment playing a role of a sort
of “general equivalent” in concessionary negotisiqGlassner, Keune and Marginson 2011),
but also cases of “high road deals” can be obse(ietindorff 2011). In contrast with this
partial variety of developments and outcomes inpiiinate sector, in the public sector the effects
of the crisis in conjunction with the new EU economovernance leaves only room to austerity
policies, often with a return to state unilateraliand a suspension of collective bargaining rights
where they were recognisetiflem 348; Bach and Pedersini 2013). What was tradilipna
considered as the most sheltered sector of theoetgropen only to domestic forces and at the
exclusive disposal of national actors, in this perias a combined effect of the crisis and the
strengthened EU institutions of macroeconomic goaece, turned out to be in many countries
strongly exposed to the influences of externaldiac(the international financial markets), and
subject to the policies of supranational actorghsas the EU Commission, the ECB and the
IMF (Bach and Bordogna 2013).

3.3.1 The EU responses to the crisis

The crisis has progressively opened a new phase,son one side, it led to reinforcing the
coordination process through the adoption of sriahd more enforceable guidelines, on the other,
it revived unilateral and joint action by the sd@artners at EU level, as a means to enhance their
capacity to influence EU policies and developments.

From the point of view of responses to the crigish®e European Union and national governments,
it is possible to identify two main sub-periodsthe first one, the crisis was prevalently consder
as involving the financial system. Responses weostiy confined to ensure the stability of the
financial sector in order to avoid that the ingigband difficulties would transfer to the prodivet
system. There was a revival of some forms of Keamegpolicies, with the launch of plans to
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guarantee the stability of the credit system eitectly and indirectly support production sectors
(like through the diffusion of aids to the autormetsector in 2009). The second sub-period started
with the persistence of the crisis, which was pesgively regarded as being of a deep economic
and structural nature, and it then radicalised \lith emergence of the sovereign debt crises in
2010-2012. Fears about a long recession seemedteriatise, with no rapid recovery, as it was
formerly hoped and somehow expected. Policiesighgacond sub-period were very different from
those introduced in the first one. Under the pressfi the global financial markets, which did not
fall despite the re-regulation efforts, Europearvegoments introduced a series of austerity
measures for the reduction of public expenses #@ndtsral reforms to support economic growth.
In practice, such interventions have been orienbedpne side, to reduce the ‘burden’ of public
expenses on the economy and, on the other, td tiragket forces in order to promote recovery.

Responses by the EU institutions in the first sabigul were aimed to pursue the twofold objective
of social cohesion and economic integration. Inabemunication to the European Council of 26
November 2008, the European Commission illustrédeBuropean Economic Recovery Plan”. In
the first pages of the document (“The time to actnow”), the president of the European
Commission José Manuel Durdo Barroso underlinesnipertance of a “decisive and coordinated
action” and identifies two basic pillars of suchtiae: The first one “is a major injection of
purchasing power into the economy, to boost demand stimulate confidence” (European
Commission, 2008, p. 2). The second pillar aimsetoforce the competitiveness of the European
production system through a series of ‘smart’ inwests, including “investing in the right skills
for tomorrow’s needs; investing in energy efficigrto create jobs and save energy; investing in
clean technologies to boost sectors like constaciind automobiles in the low-carbon markets of
the future; and investing in infrastructure andeirtonnection to pro-mote efficiency and
innovation” (European Commission, 2008, p. 3). Mnapresident Barroso states that “the
fundamental principle of this Plan is solidaritydasocial justice” (European Commission, 2008, p.
3). The actual plan clarifies that national supgatkages must be temporary in order to avoid the
deterioration of public budgets and, in any casdrames these efforts within the Stability and
Growth Pact. Although there was reference to strattreforms, these measures aimed to promote
social cohesion in the short term, through redistron and activation policies for people and dredi
support and reduced administrative burdens fordjras well as to invest in infrastructures in the
long run.

In the field of labour policies, measures whichegafarded jobs were praised and returned to be
openly supported, like the various short-time sob®rthat could be found for instance in Italy,
Germany, the Netherlands and other EU countriesh §ab security schemes’ were regarded to be
useful because they allowed to avoid the surgenemployment in the short term. However, they
relied for their sustainability on the short dusatiof the crisis. At the same time, there was a
specific attention on social dialogue for the diéfom of the strategies to respond to the crisis,
including in the case of company restructuring fomdhe identification of the skills required toefu
economic growth in the medium and long run.

An important event in this first sub-period was teployment Summit held in Prague in May
2009, which had been announced by the Communic&toon the European Commission Driving
European recovery. In this document the pluralistethsion of social cohesion had a prominent
role. The summit was prepared together with theasqmartners and it included amongst its
objectives, the definition of “a concerted appro&zheduce the social impact of the crisis” and it
meant to “launch a new consensus with Social Peartaed stakeholders about how to modernise
social policies to the mutual benefit of both enyeles and employers” (European Commission,
2009a, p. 17). The summit identified ten concretdioas “which could help alleviate the
employment and social consequences of the crisigpahthe Union in a better position when the
economy picks up again” (European Commission, 20@hb2). The first of these action was
“maintaining as many people as possible in jobsfough the implementation of forms of short-
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time work as an opportunity for requalificationtiatives which may help occupational mobility.
Other measures included the improvement of natienghloyment services, the introduction of
appropriate incentives to support employment apeaéind social inclusion and the increase in the
guantity and quality of training opportunities ofd by national education systems. Moreover, the
main messages of the Employment Summit suggestquitgue full labour mobility through a
combination of flexibility and social and employnieecurity and to strengthen the capacity to face
restructuring through the creation of sectoral nEmhips, whenever it was viable and appropriate
(European Commission, 2009b).

As the crisis persisted, this approach became destainable, especially as far as expansive
budgetary measures were concerned. The Annual Gr&urvey of January 2011 marked a
significant change in orientation. The analysigpared by the Commission “charts a clear direction
on where Europe should be heading in the next ya#r,ten pressing actions focussed on macro-
economic stability and fiscal consolidation, stuwat reforms and growth-enhancing measures”
(European Commission, 2011a). Among the ten neworectidentified by the Commission are
seemingly predominant those aimed to guaranteéntiaero-economic pre-requisites for growth”,
since “the most urgent task for the EU is to restoonfidence by preventing a vicious cycle of
unsustainable debt, disruption of financial marketsd low economic growth” (European
Commission, 2011b, p. 4). This includes actions eainto “implementing a rigorous fiscal
consolidation”, “correcting macro-economic imbalasi with particular reference to current
account deficits and surpluses, and “ensuring lgtalof the financial sector”, by using the new
system of European financial supervision and thinahg acceleration of the restructuring of banks.

As for employment policies and labour market retijofg the proposed measures are quite different
from those suggested in the earlier sub-periodt,Rivith reference to macroeconomic imbalances,
it is stated that, in case of “large current actodeficits and high levels of indebtedness”,
adjustment measures “could include strict and sueiavage moderation, including the revision of
indexation clauses in bargaining systems” (Europ€ammission, 2011b, p. 5). Second, with
specific reference to the objective of “mobilisiladpour markets” and “creating job opportunities”,
Member States are invited to “making work moreaative” by reducing the fiscal burden on
employment, and ensuring that the tax benefit aystdlexible work arrangements and childcare
facilities promote the participation of second easnn the work force. Further significant measures
are proposed in the field of passive employmenic@gd, including pension reforms, with an
increase in retirement age, limitations on earlyirement schemes, and the promotion of
complementary private savings to integrate theoime of retirees.

Of particular importance are the points which uhiderthe necessity to “getting the unemployed
back to work” and to “balancing security and flaktlp”, which seems to effectively go beyond the

first responses to the crisis. Whereas “Europealfiaveesystems have worked to protect people
during the crisis”, “once the recovery has gainedugd, unemployment benefits should be
reviewed to ensure that they provide incentivesvtok, avoid benefit dependency and support
adaptability to the business cycle” (European Cossion, 2011b, p. 6). Besides, “in some Member
States employment protection legislation creaté®ua market rigidity, and prevents increased
participation in the labour market”. Therefore, Ceuemployment protection legislation should be
reformed to reduce over-protection of workers widrmanent contracts” (European Commission,
2011b, p. 7). The initiatives aimed to “frontloagligrowth-enhancing measures” are market-
oriented and concern the exploitation of the paerdf the single market and the attraction of
private capitals to finance growth.

The focus on macroeconomic stability and the kdg od budgetary policies were confirmed in
2011 and 2012, with the mounting pressures of @irsdrmarkets on the sovereign debts of the
European countries and the mounting risks for thbility of the Euro itself. The recovery plans to
support Greece (May 2010), Ireland (November 20R0)tugal (May 2011), Spain (July 2012) and
Cyprus (May 2013) have marked, sometimes in dramafys, the shift to strict budgetary
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measures and the return to structural reforms wmglderegulation and the promotion of market
forces.

From the institutional point of view, the reinfoment of the Stability and Growth Pact introduced
by the ‘Six-Pack’ at the end of 2011 is particyfarhportant. This is the policy package made of
six interventions to make public budget rules strion both deficit and debt, which was backed by
the “Treaty on Stability, Coordination and Goveroaimn the Economic and Monetary Union” of 2

March 2012 (the so-called Fiscal Compact). A furteéement in the system which tries to

guarantee the macroeconomic and financial stalafity)e European Union is certainly the “Treaty

Establishing the European Stability Mechanism” ¢february 2012.

As for economic and employment policies in the eanem, it is particularly important the Euro Plus
Pact on “Stronger Economic Policy Coordination @mpetitiveness and Convergence” signed by
the Euro countries at the end of March 2011. Incthepter on fostering competitiveness, there is an
explicit reference to monitoring wages and produigti through the comparison of unit labour cost
by countries and sectors. Euro countries are eggddaotimplement specific measures to ensure that
wage costs rise in line with productivity gainsgspecting national traditions of social dialogud an
industrial relations”. Such measures may includerdévision of wage setting arrangements, of the
degree of centralisation in the bargaining procegsndexation mechanisms, “while maintaining
the autonomy of the social partners in the colecthargaining process”, and shall “ensure that
wages settlements in the public sector supportctrepetitiveness efforts in the private sector”
(European Council, 2011, p. 16).

Other measures envisaged by the document conceriibdralisation of professional services and
of the retail sector, the enhancement of the rekeand innovation systems, the reduction of
administrative burdens on firms, especially on SMfs strengthening of flexicurity and life-long
learning policies, the lowering of taxes on labag,well as the enhancement of the sustainability
of public finances (including through pension refig) and the reinforcement of financial stability.

Besides this shift in policy orientation that isrir the focus on the preservation of employment to
the stress on enhancing competition, there has &esgnificant reinforcement of the institutional
arrangements sustaining macro-economic surveillandecoordination for all Member States and
notably for countries in the euro area. The Eurapg@emester introduced in 2011 streamlined the
whole process of macro-economic coordination amtuded stricter rules and clearer indications
for all Member States. Moreover, the focus of cowaton extended from the institutional
framework as a means to achieve certain labour ehatijectives, like in the case of flexicurity, to
fully include key outcomes of industrial relatiorike wages, and with a certain reduction of the
neutrality in terms of national models, as it wgaia the case with flexicurity, with a propensity t
support more decentralised and flexible collechaegaining systems. Surveillance and correction
measures for euro countries were later revisedeintbrced through the “Two-Pack” of 2013.

These latest developments appear as a reinforceafietite EMU as a crucial driver of the
‘Europeanisation’ of the regulation of employmentass Member States, in the sense of a trend
taking place at several levels (EU, national systecompany level) towards “common policies
leading to common outcomes achieved by common psesé (Marginson-Sisson 2006: 8-12). The
strengthening of the EU overview and surveillancecihanisms and the explicit inclusion of
elements pertaining to collective bargaining systemthe European Semester and the Country
Specific Recommendations (CSRs) are the main elenodrsuch process. However, this still takes
place within a process of coordination, where manstates maintain a substantial independence in
assessing, interpreting and implementing the EWmagendations — as indicated by the decisions
taken at national level, like in the case of wagkekation mechanism in Luxembourg.

As for the direction and content of Europeanisataifeast so far, it is possible to solve the abov
mentioned inherent ambiguity of this scenario bgniifying the prevalence, as far as collective
wage bargaining institutions are concerned, of arkat enhancing’ perspective. Indeed, the
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recommendations to eliminate indexation mechanisnake the requirements for the extension of
collective agreements stricter, and promote thewkealisation of collective bargaining all seem to
push towards a weakening of the role collectivegaming and industrial relations in the national
systems of employment regulation. And this goesa isimilar direction as identified by the first
(‘Americanisation’) scenario depicted in the Intuotlon, which covers the effective features of
regulation, rather than the level where the prodakss place (see above/below for a broader
discussion of this point).

3.3.2 Wage bargaining coordination

The efforts at coordinating wage bargaining acrggk countries were initially revived by the
economic crisis and then became a key elementinesponse of the ETUC to the change in policy
objectives and the new institutional framework pded by the European Semester. In fact, the
economic downturn triggered a campaign to conttestdownward pressures on wages exerted by
the crisis, with no specific reference to the Eaap level of governance nor to the functioning of
the EMU. Such a strategy was meant to purely dhieecommon trade union refusal of concession
bargaining as a ‘natural’ element in recessionawnogs. Moreover, it represented a shift from a
basically bottom-up approach promoted by sect@dérfations or even national unions of closely
interrelated regional areas to a top-down leadpishiETUC.

The ETUC resolution guidelines for the coordinatajrcollective bargaining in 2010 of December
2009 focused on both the private and the publitosgecAs for the latter, it underlined that “public
sector wages have become a prime target for gowvertamo cut the overall public deficit as well as
to provide an ‘example’ to wage negotiations in prevate sector”. Moreover, “pressure from
financial markets, the Stability Pact, central bards well as concerns about the longer term
sustainability of public finances will bring govenents to try and cut the wage bill for public secto
and associated sectors (health, education)”. Inptineate sector, the coordination of collective
bargaining would have to contrast “the employef@msive to bring down wage growth”. ETUC’s
key principles for the coordination of collectivargaining in 2010 included the refusal of wage
freezes and wage cuts and the opposition to anymadic rule which would link productivity
developments to wage trends. They clearly put faivae logic of wage coordination as a way to
contrast ‘negative integration’ and stressed thaide unions throughout the whole of Europe need
to respect to the letter the ‘golden rule’ of refigsto bargain arrangements which have the effect o
poaching jobs from other countries, regions andpames”. For this, it was crucial to ensure that
wage dynamics are positive both in nominal andtexahs and that overall wage cost developments
reflect the sum of trend productivity and mediumntenflation. ETUC envisaged a number of soft
measures to support this wage bargaining policgluding the strengthening of information
exchanges “to prevent employers and government® fadtificially boosting their bargaining
position by misrepresenting collective bargainingitcomes from other countries”, the
establishment of a firm role in public opinion atie use of “good ‘case’ collective agreements
which have been bargained in one country [...] asildip ‘benchmark’ for other countries”, and
the possibility to create a steering group witliia Collective Bargaining Coordination Committee
to “exchanging views on and helping the Secretaure better monitoring of the evolution of
collective bargaining”.

The introduction of the various institutional trésrsnations outlined above and of the European
Semester streamlined and reinforced the survedlaaod coordination of the integrated
macroeconomic and employment policies and gave wageation and wage developments a
prominent role in structural reforms. ETUC respahdey launching a new drive for wage
coordination which became a key instrument to @stsuch policy orientation. There was a slight
shift from ‘pure’ bargaining policies aimed at emygrs to a strategy aimed to neutralise the new
and stricter framework for policy coordination. Witollective bargaining priorities and working
program of March 2012, ETUC launches a “new kindadrdination”. According to ETUC:

22



The austerity measures decided on by the Europestitutions and governments are having a heavy
and negative impact on wage trends, on wage foomatystems and on collective bargaining. The
role of the social partners has been underminedast EU countries and it has had repercussions for
trade union power. In a time of economic recessaagwnward spiral of wages has replaced currency
devaluation and has become a tool of competitierfes the European Union. [...] This has
weakened collective bargaining coordination andeamihed positive experiences like the Doorn
process. After the Europlus Pact, the “six packd #me Fiscal Compact, this competitive strategy is
spreading across the whole of Europe, through iega®centralisation of collective bargaining and
the setting of wages according to productivity only

The new policy for collective bargaining coordimatiwould abandon general guidelines for all
countries and would be focused on the “differenormgies of affiliates in the various countries,
regions and sectors” with a view to identify “a maroncrete set of initiatives, focused on the
different situations and needs”. The four main gties which should inform the new approach are:
a) strengthening collective bargaining, b) avoidihg “possible negative dumping consequences”
of defensive agreements and opening clauses, ¢airsing collective bargaining coverage (or
minimum wages as a possible alternative to fighprecarious work and shifting the wage ladder
upwards) also by supporting extension mechanisnmg] d) reinforcing cooperation and
coordination of negotiations in multinational compes.

This new approach was further elaborated and eabytled to the definition of a “Toolkit for
Coordination of Collective Bargaining and Wageshe EU Economic Governance”. In presenting
the new framework, ETUC affirmed that “the EU ecomo governance introduced unwanted
interventions on collective bargaining and wagérsgimechanisms, particularly through the CSRs.
In this context a new method of internal and autooas coordination is needed to prevent and/or
counter such interventions, by involving the ETU@iates in a multi-level exercise (EU, national,
sectoral), fully respecting the autonomy of soqiartners at the appropriate levels” (ETUC
resolution of 23 October 2013).

The coordination toolkit provides a comprehensie¢ af indications and operational tools to
streamline and organise wage coordination alongBl®pean Semester (the ETUC Semester),
collect and monitor information on national devetmmts (mapping national practices and a
‘barometer’ of trade union rights), implement tigelden rule’ for higher wages by monitoring and
assessing inflation, productivity and real wagedee It is also worth mentioning that the toolkit
represents a key response to the new Europeanragongovernance since:

The ETUC rejected new tripartite formats at EU lef@ monitoring wage trends and collective
bargaining activities, such as the EMCO exercisé& &february 2013. At the same time the ETUC
highlights the need for a renewed and strengthémednal coordination, aimed at countering EU
interference in the autonomy of social partnersvels as confronting the European Semester when it
looks at wage developments.

The instrumentality of wage coordination to contithe effects on wages and collective bargaining
of the institutional settings can also be foundhe initiatives directly aimed at influencing the
European Semester, as in the ETUC Resolution okthepean Semester 2014 (2 April 2014) and
in the Statement of the ETUC Collective bargaini@pmmittee on Country Specific
Recommendations 2014 concerning wages and cokebtivgaining systems (4 June 2014). While
the former demands, among other things, to “restoliective bargaining” the latter criticises the
recommendations supporting downward adjustmentwazfes as well as the decentralisation of
collective bargaining. In the statement, “the ETWSIsts that real wages should grow at least in
line with productivity in all countries in order fwrotect purchasing power, but also to contribate t
reduce inequalities, address gender pay gaps, dighinst increasing poverty, and prevent social
dumping and unfair competition”. Moreover, the staént includes an assessment of 2014 national
reform programmes which “reflects the positionsresped by the European trade unions affiliated
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to the ETUC engaged in an enhanced coordinatiaoltdctive bargaining and wage policies, in the
framework of the ETUC Toolkit for Coordination ob{lective Bargaining in the framework of the
EU Economic Governance”.

3.3.3 The Social dimension of the EMU and the Europearakpartners

The issue of the involvement of social partnergshia European economic governance has been
addressed in the recent debate about the “socrardiion of the EMU”. Following the report on
“Towards a genuine Economic and Monetary Union’sprged in December 2012 by the President
of the European Council in close collaboration wviite President of the European Commission, the
President of the Eurogroup and the President oEtlrepean Central Bank, the European Council
of June 2013 committed to strengthen the sociakdsion of the EMU by also focussing on the
“role of the social partners and social dialogmejuding at national level”. In the Communication
on “Strengthening the social dimension of the Eooitcoand Monetary Union” issued in October
2013, the Commission underlined the objective mrggthening social dialogue by both exploiting
existing fora (the macroeconomic dialogue and thpautite social summit) and by enhancing the
involvement of social partners in the European stemerocess, including at national level in the
preparation and adoption of national reform progres. At European level, the Commission
proposed to include the Social Dialogue Committethé preparation of the Annual Growth Survey
and in the follow-up to its publication. The objget of this involvement would be “to promote a
better mutual understanding of expectations andews. [...] If appropriate, the debate will also
include an exchange of views on issues of dirdevamce to the social partners, such as wages or
collective bargaining systems” (European Commis&l06t3: 14). In addition, the organisation of
the Tripartite social summit will be aligned witthet new institutional framework and the
possibilities to hold thematic dialogue under thmptoyment Committee (EMCO) and the Social
Protection Committee (SPC) will be developed arréashlined in particular “the consultation
process could be complementedduy hocmeetings or by making working arrangements toebett
involve social partners in discussions on releyaolicy issues, taking into account their specific
responsibility and potential sensitivity for socgrtners (e.g. youth employment, wages, pension
and health care reforms)” (European Commission 2043

In this debate, the European social partners (ETBGSINESSEUROPE, UEAPME, CEEP)
issued a joint declaration at the Tripartite So8ammit of 24 October 2013 which included ten
principles which should guide the involvement ofciab partners in the European economic
governance. For the topic of this paper, the fallmaprinciples appear of particular relevance:

4. The decision on how to organise wage bargaiisirgnational competence. Wage negotiations are
organised at different levels in European countridine with different industrial relations traiihs.
Paper 153.5 of the TFEU concerning social polidpldshes that the issue of pay is out of the scope
of EU competences. This should be taken into addoy&U institutions, the European social partners
and national governments. [...]

7. Involving social partners in the elaboration amgplementation of policies affecting directly or
indirectly employment and labour markets all aldhg different steps of the European semester is
essential with the view of taking into account thebsition. Social partner consultations should be
timely and meaningful, allowing the necessary asialyand proposals and fitting within decision
making processes. [...]

9. There is no need for new structures/mechanisniigvblve social partners in European economic
governance. Improvements could nevertheless beineldtathrough a better functioning and
coordination as well as in some cases through edpexisting structures/mechanisms as suggested in
this statement.
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10. There needs to be a coherent process of catisalbf national and/or European social partngrs b
Governments at national level, and with the Comimig€ouncil/Parliament at European level
(BUSINESSEUROPE, CEEP, ETUC, UEAPME 2013: 2).

The social partners’ requests aim to strengtheim gaeticipation to all the stages of the European
Semester: the preparation of the Annual Growth 8uand of the national Reform Programmes as
well as the preparation of the Country Specific &@emendations and in the discussion and analysis
about macro-economic imbalance procedures. Thdimxistructures should enable an effective
involvement of social partners in the European eatin governance, with limited adjustments in
their mission and formats. The importance of conifig their autonomous role in wage and labour
issues is clearly underlined as the “European t@eieners stress that wage setting is and must
remain the competence of national social partneenappropriate level, in accordance with the
diversity of industrial relations systems” (BUSIN&SUROPE, CEEP, ETUC, UEAPME 2013: 4).

4, Concluding remarks. summary and prospect

The relationship between the European EconomicMmdetary Union and industrial relations at
different levels is a complex one, varying over gilmnd influenced by processes, like the
globalisation of the economy and the EU enlargemehose effects are not easy to disentangle. At
the heart of these relations there are labour nhake employment rules in a broad sense, as well
as welfare arrangements. But prominent in this pajps especially been the focus on collective
bargaining systems, and in particular on wagerggethechanisms and wage policies.

The establishment of the euro, with its instituéibarchitecture, brought about a radical change in
the economic and institutional environment in whigétional industrial relations systems were
traditionally embedded. The situation of the Eurezavas, and is, quite distant from an Optimal
Currency Area as identified in Mundell’s theory.eTtentralisation of monetary policy for the entire
euro-zone under the ECB with the establishmentricepstability as the “primary objective” of its
mandate coexists with the persisting responsibdftyational governments on fiscal policy, within
the strict constraints of the Stability and Growlact and without, or with very limited,
institutionalised possibility of fiscal transfersrass countries. Moreover, the very limited (atteso
far) geographical mobility of labour across cowrgrimakes it quite clear for policy-makers and
experts alike that, in case of asymmetric shodies,nmain if not exclusive burden for re-adjustment
would fall on the shoulders of labour market ruleglfare arrangements and pension systems.
Hence the pressure for changes in national in@dlstelations systems with a view to foster
adaptability.

As a consequence of these new constraints, theardlditerature has long identified three main
potential paths of adjustment of national industredations to EMU. A development towards a
strongly decentralised and partly deregulated systalong the lines of ‘negative market
integration’ envisaged by several influential authespecially in the first period of the EMU
construction process. A re-nationalisation of iridak relations, involving a reinvigoration of
national industrial relations institutions to capith the enhanced competitive environment brought
about by EMU and the broader process of Europe@gration. An Europeanisation of industrial
relations, referring either to the construction aofEurope-wide, vertically integrated industrial
relations system, equivalent to those existingadional level, or, more likely, to the creationaf
multi-level institutional framework (cross-nationahational and company level) coordinated
through EU initiatives, or also bilateral and utelal social partners’ actions, and geared towards
common policies, processes and outcomes (Margiasdrsisson 2006).

There is a certain analytical asymmetry betweesdlseenarios, often overlooked in the literature.
In the first case institutional and procedural dees$ (decentralisation, fragmentation, weakening of
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trade unions, decrease of bargaining coverageramsistent and rather closely connected with
substantive outcomes in terms and conditions ofl@ynpent (overall low wage increases, growing
differences and inequalities, less employment #gcwand spread out of atypical contracts,
prevalence of flexibility over security). By constathe latter two cases refer mostly to institogio
and procedural dynamics, at national and EU letredf areper sécompatible with different
substantive outcomes, from a race to the bottomabour standards to an upgrading of working
conditions linked with a “high road” to internati@rcompetitiveness. While in the first scenario the
process of adaptation of industrial relations to UM strongly market-driven, in the latter two
scenarios is mostly institution-driven, at nationednsnational and supranational level. Thesesthre
adaptation paths of national industrial relatioysteams to EMU are not mutually exclusive, but can
co-exist. In fact, traits of each scenario can eicgdly be found in any country although with a
varying balance over time and by country (Traxied 8randl 2009: 183-84).

This paper has identified three phases in theioalstiip between EMU and industrial relations: one
from the Maastricht Treaty to 1998; the second ocoeering the post-EMU years from 1999 to
2007; the third one from the onset of the finaneiadl economic crisis on, with two distinct sub-
periods (2008-10; 2011-14). The changing role tdrat strategies in these phases, at various levels
(national, EU and international level), is of grgaportance in influencing the industrial relations
development towards one or another of the abovetiomsd scenarios, and in conditioning the
concrete balance between them in different peridéis have above analysed, in particular, the role
of EU authorities and that of trade unions, atoreti, cross-national and EU level, with their etor
to coordinate wage policies to prevent or conttasigaining competition and wage and social
dumping across countries. The role of employers wetively less prominent and indicated the
possible presence of an ‘abstention stance’, wdhparticular propensity towards coordination
efforts across countries, but with an essentialdamn EU-level processes and EU policies.

The main features of the industrial relations aaltigt to EMU in the three phases are summarised
in Table 2, which highlights the changing balaneeneen the three scenarios over time.

In the first phase the re-nationalisation scenagems to prevail in the form of tripartite National
Social Pacts or similar arrangements, although nampem with mixed content, partly leaning
towards forms of competitive corporatism or conpedi solidarity, not inconsistent in principle
with a negative integration scenario, partly promgpt forms of ‘high road’ solution to
competitiveness. Also decentralisation, and in soases relocation, trends are however detectable,
often, but not always, within an ‘organised decaligation’ framework. Be it organised or
disorganised, this development implies some erosiothe regulatory capacity of sector level
agreements, with a greater role of company levefjdaing, also due the first appearance of
opening, hardship and derogation clauses, the asurg importance of MNCs, and the relative
spread of pacts for employment and competitivengssross-border level, there are several, but
usually ineffective, attempts, mainly unilaterajfyomoted by trade unions, to coordinate wage
policies at cross-sector or sector level, eithethva Europe-wide reach (EMF) or involving a
smaller number of countries. At EU level, the calideature is the establishment of the Stability
and Growth Pact, with the strict limitations toinagl fiscal policies deriving from the constraints
on public deficit and debts. Important is alsoititeoduction of the European Employment Strategy,
whose (limited) effects will mostly develop in teecond phase.

The second phase is rather indeterminate with deggathe balance between the three scenarios,
with possibly a weak Europeanisation trend. Thatienalisation scenario looses some strength, as
National Social Pacts in the post-EMU macroeconaroittext tend to decline, although with some
notable exceptions (Ireland, Spain); fewer Paatstwe observed, with mainly market conforming
or market enhancing contents. According to somelach (Hancké and Rhodes 2005: 2; Traxler
2003 and 2010), at least part of the governancetiums of social pacts were in a sense
incorporated into the EMU institutions and procedur making them less necessary for
governments; this, as said, does not imply howebheir complete disappearance. Pacts or
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corporatist institutions are observable in sev&BE countries during and after the access period to
EU (and in some cases to EMU), but often with avgiteng expressive function to legitimate
governments policies rather than with an instrumleiinction in support of concerted policies as in
most EU-15 countries in the 1990s (Traxler 201G;He6, Keune and Natali 2010). Sometimes, as
in Poland, despite economic and social conditiashesmanding’ social pacts, attempts in such
direction have repeatedly failed, underlining ttiare is not a functionalist link between demand
for and supply of social pacts (Gardawski and Mie2@d 0). Still at national level aifther decrease

of theregulatory/governance capacity of sector level exguents is observable, in some cases within
a ‘disorganised decentralisation’ development. phactice of opening clauses and derogations
intensifies in several cases, although their ugeanes limited in other countries. Relocation
processes take place as well, also favoured byetheenlargement process. More generally, the
trends towards decentralisation are reinforcedHey ibtensified competition and the heightened
diversity of interests between trade unions of leage/low-welfare countries and those of
countries with opposite characteristics. Also bseaaf this, trade-unions’ efforts to institutiorsai
cross-border wage coordination at sectoral or esestoral level have had generally uncertain
results, although an important case of successfatdination, albeit not a Europe-wide one, is
observable in the metalworking sector between Geynaand the Nordic countries. At EU level,
important steps favouring the development of Euaopmation trends are the integration of the
Employment Guidelines with the Macroeconomic Gurded and the development of the Open
Method of Coordination, initially launched only tonnection with the European Employment
Strategy but later extended to other policy issues.

In the third phase, the balance between the thaies f adaptation of industrial relations to EMU
leans towards Europeanisation, combined with deaksdtion trends at national level. A marked
revitalisation of coordination efforts by EU instiions and authorities is evident, especially since
2011, through the European Semester and the attentievoted by Country Specific
Recommendations to some basic elements of natiodastrial relations systems. From the point
of view of this paper, the novelty of the refornssto bring wage-setting mechanisms and wage
policies within the ambit of the EU economic gowsioe regime (Marginson and Welz 2014),
conferring reinforced powers to the Commission attier EU authorities, especially tight with
regard to Eurozone countries. The powers confaéoedvra-national institutions (EU Commission,
ECB, IMF) are even more pervasive and relevant vagard to countries under financial assistance,
as recently experienced by Greece, Ireland, Pdrtugpain, Cyprus, and Romania. These
developments at EU level are paralleled by new EHBtt€mpts to establish a coordination at cross-
country level of wage collective bargaining, flamfialso an ‘ETUC Semester’ to the European
Semester, although apparently with uncertain resélhother element of attempts at institution
building at EU level in this phase can be foundhi@ debate over the social dimension of the EMU
and in the new focus on Social Macroeconomic Diaéog These trends linked to the new EU
economic governance, at national level tend to dawdevelopments towards decentralisation of
wage-setting systems and industrial relations inegd, not always within a framework of
organised decentralisation. A weakening of the reumtployer bargaining system, typical of most
EU15 countries and some of the enlargement cosntan be observed in several cases, along with
a partial erosion of the role of sector agreeméltarginson 2014; Marginson and Welz 2014;
Visser 2013). Elements of renationalisation areag@qmt in some cases, like repeatedly in Italy with
a number of inter-sectoral agreements since 2009, they too seem instrumental to the
decentralisation of wage-setting mechanisms. Binahder the EU constraints, the public sector is
almost everywhere theatre of a revival of governmenilateralism, with a suspension or
elimination of social dialogue and the bargainingchinery where these existed, although with
some variation depending mostly on the countryrai@ vulnerability (Bach and Bordogna 2013).

Which of the three scenarios of adaptation of ihgkisrelations to EMU will prevail in the
foreseeable future? A precise answer is as alwidifysutt, depending on many interrelated factors.
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Prominent conditions seem however the evolutiorthef present economic crisis and the policy
orientations that will prevail at EU level withihg new economic governance and by the ECB.

Scholars’ opinions, although with obvious variatidrave changed over time. The most feared
scenario by many observers in the 1990s was prplihbt of negative market integration as the
effect of the Single Market and of the EMU instidutal construction, pushing towards forms of
regime competition, decentralisation trends and rdeavds spirals in wages and working
conditions. Also renationalisation elements, as ldwge revival of social pacts, were often
interpreted as cases of competitive corporatisnblent contrast the downward spirals, with only
some possibility to mitigate their effects. Thesfipost-EMU period, until the recent crisis, ifllja
coupled with positive economic developments, seetoddvour a less pessimistic, more balanced
view. Influential accounts, while excluding the épment of a vertically integrated European and
Europe-wide industrial relations system, on the ehad national systems, stressed however the
potentialities of the re-nationalisation and thedpeanisation paths, within the building process of
a multi-level, multi-speed industrial relations ®m in Europe. It was underlined that not only the
three scenarios can co-exist, but, at least in rapb cases, renationalisation and Europeanisation
can work as complementary processes, while ‘Araargation’ seemed unlikely to prevail for
empirical and analytical arguments.

After seven years of the deepest economic crisisesihat of the 1930s, prospects seem markedly
changed. The pronounced revitalisation of the Blglleoordination, within the framework of the
new economic governance, seems to be coupled withger decentralisation trends at national
level, which are in many cases favoured by the ag@ntion devoted by the EU (and, in some cases,
international) institutions to matters related &dional wage-setting mechanisms, wage policies and
industrial relations in general. The multi-employargaining system, a traditional element of the
European social model, at least in the EU-15 antl gfathe enlargement countries, is not only
strained under the economic crisis and the heigltenternational competition, but according to
some scholars is challenged if not openly undeckt{Marginson 2014; Visser 2013). The new EU
economic governance seems to have so far favote=se ttrends, along the lines of the internal
devaluation logic allegedly inherent with the EMUdathe connected institutional architecture.
Within this framework, national actors, includingtional governments, apparently are left with no
other freedom than to apply the EU inspired paii¢®rmingeon and Baccaro 2012).

According to some scholars, one of original featwkthe EMU construction is called into question
by the recent crisis (De Grauwe 2009 and 2011; Agewn and Baccaro 2012). That is, the
asymmetry between a common currency with a onefggzall monetary policy covering a large
number of economically heterogeneous countries, taedpersisting responsibility of national
governments on fiscal policy, within the strict straints of the Stability and Growth Pact and with
no institutionalised possibility of significant @ial transfers across countries. An asymmetry which
was absent in other monetary unification proceddesin Germany in the early 1990s (De Grauwe
2009). The issue of the institutional arrangemeppsrting EMU is certainly topical and central in
the debate about the future of the euro. Howewer,question of the policies that can inform the
European Economic Governance is particularly ingart The recent revitalisation of the social
dimension of EMU, with the emphasis on collabomtsocial dialogue, as well as the renewed
relevance taken on by the role of wage developmentsupport demand and reduce inequality,
especially at the bottom of the income distributiseem to provide a new framework for the
prospects of industrial relations under EMU.
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Table 2. Main features and developments in the relationship between EMU and Industrial
Relations (1992-2014)

>

Levels Phase 1 (1992-1998) Phase 2 (1999-2007) Phase 3 (2008-2014)
(mglr?;(\?\:;g: i?fgél (I:Dc?r::ItSnt Natiorjal Sopial Pacts (fewer
_ with mainly market
Some erosion of the conforming or market National Social Pacts (very
regulatory/governance enhancing content) few mainly in the framework
capacity of sector level Further decrease of the of conditionality)
; agreements, with greater o
National role of company level regulatory/governance Decentralisation pressures
bargaining (also due to the capacity of $ector level | and trends, not qlways withi
greater role of MNCs, and agreements, in some cases an"organlsed
diffusion of PECs), énd within a ‘dls_orgr?mls,ed decentralisation’ framework
first cases of opening de(zjcentlrallsatlotn
clauses and derogations evelopmen
Reinforcement of EU
coordination through the
European Semester and the
. Integration of the Macro- Country Specific
Stabilty and Growth pacq ©<oNOMIc and Employmen(  Recommendations.
Guidelines Wage-setting mechanisms
and wage policies within the
ambit of the new EU
economic governance
Sovra- and Ellj?érog;rftgg olfothe " Emergence of the Open Debate on the Social
cross- P ploymen Method of Coordination Dimension of EMU
national Strategy
Diffusion of cross-country
wage coordination with
limited results
Intensified competition and Trade-union relaunch of the
First examples of cross- increased diversity of cross-country wage
country wage coordinatior interests between trade | coordination, with uncertain
unions of low-wage/low- results
welfare countries and
countries with opposite
characteristics
Prevalent (Rg-)NationaIisation, but Stronger E_uropeanisat_ion,
IR with developr'nent's b_oth Weak Europeanisation coupled Wlth or favouring
scenario towards Americanisation decentralisation trends at

and Europeanisation

national level
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Table. 1. Wage guidelines or recommendations under nationahtpetitive corporatism

Country Agreement Wage Guidelines or Recommendations
Cross-sectoral bipartite agreements (1998 and 2( (§ t maximum wage increase which .ShOU|d .
BE . ; - Cotrespond with the average wage increases in
linked to the Law on national competitiveness)
France, Germany and the Netherlands
DK National tripartite declaration (1987) Increases in Danish labour costs should not exce

increases in competing countries

Agreement of the National tripartite incomes polig

Pay rises should be in line with the total sumhef t

al

FI commission (1995) MBank of Finland’s (and subsequently the ECB)
inflation target and national productivity growth
Statement of the National tripartite ‘Alliance for | Results of collective bargaining should be based
DE jobs, vocational training and competitiveness’ ¢goj productivity growth and should be primarily used
declaration December 1998; 2000; difficult renewgfor job-creation measures
2002-2003)
EL National tripartite ‘Confidence Pact’ agreement | Wages should rise in line with inflation, and stbul
(2997) also reflect part of national productivity growth
IR National tripartite agreements (1987, 1990, 1994, Maximum pay increases are set in line with the
1997, 2000) European Stability Pact
Nationally agreed wage increases should reflect
T National tripartite agreements (1993 e 1998) National and average European inflation, addition
wage agreements at company level should reflec
productivity
NO National tripartite incomes policy agreements (19pRay rises should be in line with average wage
and 1999) increases in Norway's main trading partners
National tripartite agreement ‘Employment Pact’ | Pay rises should reflect inflation and productivity
PT
(1996) growth
NL National bipartite agreements within the Labour | Recommendation of moderate wage increases in
Foundation (1982, 1993, 1999) order to improve overall competitiveness
Bipartite national pay moderation accord (2001). . .
ES Pay negotiation during 2002 concluded within Wages _should reflect forecast inflation and
f productivity growth
ramework agreement
Recommendation for a ‘European norm’ accordin
SE Bipartite agreement for the industry (1997)

the EU average

[(=]

to which Swedish wages should not rise faster tth

Source: adaptation from Schulten-Bispinck 20024.integrated with Marginson and Sisson 2006, |& &hl.

37



