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Opening of the seminar

Vladimira Drbalova opened the seminar and proposed that speakers focus their attention on
the concept of flexibility, the source of the adaptability that globalisation expects from
employers and employees alike.

Robert Mounier-Véhier pointed out that Lasaire intends to participate fully in the
relaunching of the social dialogue in Europe. To this end, it is advisable to develop the
capacities of expertise required to assess and to monitor the social negotiations at European
and transnational level. How to relaunch Europe? The question is being asked at both the
national and the euro-zone level, where renewed impetus should be given to the Cologne
Process. Finaly, the new accession countries must be helped to find ways to achieve
convergence with the social levels familiar to the countries of “old Europe.”

Discussion of the topic:
The progress of the social dialogue at European level.

Anne-Marie Grozelier, general secretary of Lasaire, proposed the framework for reflection
for the seminar: in the first part, to go back over the milestones of the social dialogue in
Europe; in the second part, to broach the recent developments of European Works Councils
(EWCs) and the issue of negotiations in transnational companies.

Jackie Morin presented the recent developments in the European social dialogue. In its
tripartite form, it has since 2003 been conducted in the tripartite social summit which has
replaced other bodies (in particular the Standing Committee on Employment), and utilises the
macroeconomic approach to questions relating to education and employment. In its*bipartite’
form, the dialogue can, since the Maastricht Treaty, be conducted both at the inter-
professional and the sectoral level, while waiting to find its place shortly at the level of
transnational corporations. The social dialogue has toughened since being launched. The
documents signed at the outset as joint opinions or declarations have been increasingly
veering towards texts of real legidative scope. Since 2002, the social partners have got into
the habit of agreeing on a multi-year work programme. By the same token, they are focusing
more on the implementation and monitoring of the agreements they have signed. Eleven
international agreements have thus been signed, a part of which stems directly from a
European directive. Autonomous agreements (article 139) are referred by the Commission to
the ingtitutions to bolster their legitimacy.

The social dialogue has been rather slow in developing at the sectoral level through the
sectoral committees, which are increasing in number every year (35 at present). The most
recent concern the automobile and non-ferrous metals sectors. As on the inter-professional
front, the socia dialogue has developed in two phases: first, contact and a learning period,
followed, by a second phase of real negotiations. A few recent examples include: the
agreements on the working conditions of seamen (maritime transport sector), agreements in
the rail sector in 2005 (with a view to the pending liberalisation) on working time and
conditions, rest periods, and the status of the “mobile” personnel, i.e. those likely to cross
borders.



A L ASAIRE 9TH BIENNIAL Brussels seminar 11 January 2008

The areas open to this type of negotiations continue to grow (training, equal opportunities,
anticipation of change, etc.); many things are henceforth negotiable at European level, with
the exception of wages and working time that employers wish to keep at the national level.

Three questions then arise:

1. How to develop the social dialogue in sectors not yet covered, some of which are very
important, in particular metallurgy?

2. How tointensify the social dialogue and tackle more “sensitive” subjects?

3. How to encourage and supervise the development of agreements in transnational
corporations?

Jackie Morin finally insisted on the importance that the Commission attaches to the
development of the competence of the socia actors. Inits Article 5-3, the ESF for that matter
provides for supporting, at national level, the development of skills that the social partners
should henceforth acquire.

Joél Decaillon pointed out that the notion of European labour market is far from obvious.
Y et certain events such as the Vilvorde case or the appearance of the “Bolkenstein” circular,
asit is known, as well as various rulings handed down by the European Court of Justice have
accelerated the awareness raising process.

Rather than focusing on the vagaries of the notion of contract of employment, it makes more
sense to identify the constraints that the European labour market has to face because of
globalisation. It isclear from the outset that the concept of flexicurity corresponds to a notion
of social organisation typical of Scandinavian countries, which were actually the first ones to
come up with it. The generalisation of flexicurity is consequently indissociable from this
cultura dimension. Yet other factors should not be neglected, such as demographic
movements, structures and traditions of vocational training as well as productivity
performance. Each country presents a different instance. There are “trans-European’
problems, as it were. For instance, too many unskilled, yet paradoxicaly too many
overqualified or rather “ill-qualified” young people, arrive on the European labour market
every year throughout the continent. If the effect of certain variables such as the percentage
of very low salaries depending on the countries, or the proportion of employees covered by a
collective agreement is added to these basic data, there is no choice but to accept that the
introduction of flexicurity will be al the more delicate as it will operate against the
background of an extraordinarily heterogeneous labour market.

Four elements must be taken into account to grasp the problem in all its complexity.

1. Therule of law is needed in order to establish a social law that works. Yet thisis not
aways the case in the 27 Member States — it suffices to consider the weight of
undeclared employment in the economic life of the States concerned, as well as the
organisation of the labour market that ensues.

2. The social partners must be given their due place, not only in the conception, but also
in the implementation of the concept of flexicurity, insofar as the aim is to create a set
of measures in opposition to personalisation of the contract of employment and its
consequences, the effects of which are already being gauged in countries with an
Anglo-Saxon tradition such as Australiaand New Zealand.
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3. The importance of the solidarity mechanisms must not be underestimated either
among the preconditions for the success of flexicurity. By the same token, it is
necessary to ensure that the entire systemis financially guaranteed. In other words, no
flexicurity without amajor “public financing effort.”

4. Finaly, flexicurity must be negotiated within the company. Thisiswhat J. Decaillon
refers to as “internal flexicurity,” a practice for which the social partners are already
prepared, even if they are not familiar with the term. The real problem then tends to
lie in the way of federating these internal negotiations from the “outside,” as it were,
so as to make them compatible and consistent with measures concerning employees
working, for instance, on the same site or in the same job basin and stemming from
companies of different size and nature.

Now when the concept of flexicurity is considered by extension, we discover that it has the
advantage of going beyond the seemingly insurmountable opposition of insiders and
outsiders. With flexicurity, it is therefore possible to consider training initiatives concurrently
combined with negotiations at European level to reduce occupational exclusion in all EU
countries.

Flexicurity isin and of itself an invitation to broaden the perspectives, and consequently, the
fields of action open to the social dialogue. ETUC intends to work along these lines, as does
Business Europe with which informal contacts have been established. New topics are already
being broached therein, such as the consequences of climate change on employment in
Europe. It is worth noting, in this respect, that all major companies now have a sustainable
development department. All these are issues that could be along the new concerns expected
to lead to a revision of the EWC directive. The socia partners are demonstrating thus their
determination to place the EU at the forefront of a certain number of major commitments
regarding both social progress and environmental concerns. This may prove a winning asset
to give the construction of Europe the political clout it deserves.

Enzo Avanzi noted that like the workers' trade unions, the employers do not see the notion of
the social dialogue in the same light. France, Italy and Spain can be said to interpret it
roughly in the same terms. This is not the case in Northern European countries which share
another approach to the notion, not to mention that of countries from “new Europe.”

It is also worth bearing in mind that it was long thought that the construction of the EU could
serve as a framework for the prosperity of state-owned enterprises. Prospects are changed
somewhat now, as we are rather in a “governance” frame of mind, which is perfectly
compatible with that of the social dialogue, inasmuch as this notion touches every sphere of
society, including the very foundation of individual rights. This type of action is intended to
disseminate its effortsin society as awhole.

Toni Ferigo was able to base his analyses on two studies he has conducted, one on flexicurity
in Denmark, the second on the social dialogue in Eastern European countries. An initial
observation is that a trend towards the personalisation of the contract of employment that had
started some ten years ago in Anglo-Saxon countriesis now spreading to the rest of the world.
Even in Northern Europe, where a social democratic tradition still holds sway, the trade
unions are kept away from negotiations when the latter concern wages, working time, or
systems of classification. This trend towards personalisation is of course even more
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pronounced in France and Italy. The level of “coverage’ is down everywhere. This is the
result of increasing outsourcing and of the subsidiarisation that characterises the style of
contemporary management. All the systems of social relations are affected by it.

Toni Ferigo challenged the official version that holds sway nearly everywhere. Even in
Germany, many collective agreements duly signed at times cover, in their scope, practicesin
the field in violation of the labour laws in force. In short, the old form of regulation seems to
have had its day, and the social dialogue has not managed to find any efficacious replacement,
but has ssimply resorted to slogans without any verifiable content, such as the very notion of
flexicurity, as Toni Ferigo seesit!

Asto Eastern Europe, the new accession countries are in a position to present the full panoply
of the social dialogue. But when we go on location, we rapidly note that trade union officials
have no say on developments, to such an extent that international organisations, such as the
IMF do not even pretend to consult there when they undertake reforms so as to liberalise
economies “lagging behind” at forced-march pace. It is high time therefore for the social
partners to put their cards on the table, if the construction of Europe is to be given the social
content that it officially invokes.

Discussion

Jean-Louis Moynot, Lasaire, wanted to draw attention to the innovation that the activities of
certain working parties labouring in the shadow of the European Commission have managed
to contribute to the practices of the socia dialogue. These groups, in which trade unionists,
industrialists, and experts meet on an informal basis, have raised awareness about the changes
and technological and economic forecasts. These are initiatives where industrialists grouped
in branches, and even sub-branches, invite trade union officials to come and discuss with
them the topical issues of the hour. The automobile sector group has for instance afforded
industrials and trade union representatives in the sector the opportunity to examine together
troublesome aspects of the major changes this sector is getting ready to face.

Ornella Cilona, CGIL, agreed with the warning of Joél Decaillon who sees in flexicurity a
way to lean on the status of full-time employees in exchange for an increase in the number of
jobs. Moreover, together with other trade unions, the CGIL has initiated discussions to
improve the purchasing power of employees. This effort should be publicised beyond the
Italian borders.

Vladimira Drbalova, as the representative of the Czech employers, insisted on the importance
of a strong interaction between the social dialogue at national level on the one part, and the
European level on the other. It isimportant for the new accession countries to find in such a
venue encouragement to replace the former tripartite dialogue (employers, trade unions and
State) with atwo-way dialogue between the employers and the trade unions. Furthermore, the
very existence of these new responsibilities assumed by the Czech employers at European
level is bound to structure the socia dialogue better at the national level aswell.

Jackie Morin wanted to respond to Toni Ferigo’'s analysis. Whereas he went along with the
observation of an increasing trend towards the personalisation of the contract of employment,
he also underscored that an increasing need for coordination is also emerging everywhere at
European level. These two trends must be taken into account at the same time, in the event of
dispatching or mobility of workers, and the trade unions should naturally be even more
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involved than in the past in the running of mechanisms at European level. Nor does he share
Toni Ferigo’s reservations about the weakening of trade union power in the new Member
States as a repercussion of their accession to the EU. In his view, Mrs Drbalova s analysis
seemed more pertinent: accession to the EU has strengthened the trade unions and the socia
dialogue, not to mention the new legitimacy that they have acquired from their participation in
the EU. Finally, Jackie Morin in no way interprets the anticipating and change preparation
groups of which J-C. Moynot cited as progress in the social dialogue proper; the texts that
ensue actually have no effect on the direct operational scope. They have nothing in common
with what are known as the bipartite groups where the social partners, employers and trade
unions have the capacity to negotiate real agreements in the name of the social remit that they
have been given. The two types of group have their value, but must not be confused.

Silvana Paruolo, CGIL, addressing Joél Decaillon directly, wanted to go back to the directive
on European works councils. She thought that this directive had already been overtaken by
economic, social and environmental developments. It should therefore be revised. It remains
to be seen whether such arevision will be at the initiative of the Commission or of the social
partners themselves. Furthermore, she agreed with the analysis of Toni Ferigo on putting the
finger on this “trade unionism without a real trade union” which is all too often characteristic
of the social situation of Eastern European countries, but which also has a tendency to
develop in the West. Nevertheless, the fact remains that the opening to the EU has
strengthened the position and the role of the social partners.

Michel Guerlevais, UNSA, hailed the positive effect of the social dialogue in Europe. But he
thought that the Commission was at one time capable of playing a more important role in
these developments. ETUC has for that matter sounded the alarm in a letter entitled “the
future of the social dialogue in danger.” The current Commission is in fact seen as being
tempted more by deregulation, which can only lead to a weakening of the social dimension in
Europe. Rules are however needed to ensure that the market does not open the way to social
dumping. It is worth noting that many European agreements, autonomous or otherwise, are
the result of an initiative taken by the Commission.

Joél Decaillon stressed ETUC' s capacity to broach issues relating to the different components
of flexicurity. He also contested the somewhat disenchanted view of Toni Ferigo who claims
that he can only see a mantra without any concrete content therein. Flexicurity is not geared
solely to the conditions defined in the contract of employment. It isactually an entire system.
The mere fact that the questions dlicited by flexicurity cause not only the Commission but
also the European Parliament to intervene leads to the conclusion that the notion covers
several fields of action simultaneously. Asthe new Lisbon Treaty lends weight to the Council
of Ministers again, ETUC feels that it is better supported to resist the employers (through
Business Europe) who think that the time is ripe to impose a moratorium on social legislation
in the EU. For its part, purchasing power comprises issues that remain under the purview of
the national trade unions or the branch federations. Needless to say, ETUC is in favour of
renegotiating the directive on European works councils, while being fully aware that it will
not be easy to do so, in view of the fact that the Commission managed to introduce it only
after more than 20 years of fruitless discussions.

Jackie Morin went rapidly over the Commission’s stimulating role in the social dialogue. The
Commission has actually put two themes on the social dialogue table. First, the reconciliation
of working life and family life (parental leave, etc.). It isto be hoped that the social partners
will reach an agreement on this matter. Then, there is the matter of “active inclusion.”
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Furthermore the Commission will as of next year advise the socia partners to initiate
negotiations to revise the directive on the European works council, and will encourage them
to open restructuring cases. Alongside the social agenda, the Commission has introduced the
impact assessment procedure for measuring and assessing the social and environmental
impact of al the measures that it proposes. If such a procedure had been active at the time
that the “services directive” was drawn up, quite a number of problems would have
undoubtedly been avoided. This measure will be strengthened under the Lisbon Treaty, a
clause of which provides for its implementation.

Discussion of the topic:
The development of negotiations in transnational corporations and the revision of the
directive on the European works councils

Anne-Marie Grozelier, opened the second discussion of the day, by pointing out that the
European Works Councils did not emerge in full panoply from the 1994 directive, but that
they had started to appear well before, in the 1980s, in particular at Thomson, and alittle later
in Volkswagen. She pointed out that the fact somewhat preceded the law, so it can be
surmised by extension that the practices being established for negotiations in transnational
corporations, will in a subsequent phase be adequately enshrined and “framed” in a European
directive. Thus the law, far from freezing matters from the outset, accompanies them and
adjusts to their development. For their part, the Lasaire Biennials can hope to contribute to
this elucidation on these stakes.

Having pointed out that there are some 820 European works councils in the EU covering
some 14.5 million employees, represented by nearly 19,000 representatives who sit in these
councils, Evelyne Pichot took stock of the emergence of transnational negotiations in
European companies which have increased substantially since 2000.

The Commission was able to list 150 transnational texts of thistype. But far more are known
to exist. 76 of these are centred on the European area. 61 are intended more for the extra-
European area and usually assume the form of international framework agreements. 12 are
mixed, dealing with fundamental rights as well as European issues. This represents 91
companies involved, the registered offices of which are manly in France (European
agreements), and Germany (international agreements), in the Nordic countries, and American
companies established in Europe (management of restructuring operationsin Europe).

These texts are not, strictly speaking, collective agreements. They bear the most variable
headings: Agreements, joint opinions, declarations, etc. In certain cases they are formalised
as company-level agreements. The main sectors are metallurgy, agri-foodstuffs, finance and
energy. The European texts among these deal with restructuring and the anticipation of
change in companies.

The signatories of these agreements are, for the employees, the European works councils
(which happen to be the main initiators of these texts), the European trade union federations
(especially in metallurgy, which is very active), the national trade unions (especially for
international agreements on and the financial participation of workers in Europe). The
signatories for the employers are management (headquarters), not employers’ organisations.

The appearance of this new form of negotiation outside the existing conventional and legal
frameworks leaves a certain number of questions open about:
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- The legitimacy of the negotiating actors. in theory, the EWCs are not empowered to
negotiate, the national trade union have a field of nationa representation, and finaly the
sectoral trade union federations do not always have an appropriate process of appointment
for this type of negotiation;

- Theform of these texts, some of which are structured like agreements, while others do not
provide points that are nonethel ess indispensable in an agreement;

- The connection with the other national or sectoral negotiation levels with sectoral aspects,
with national or EU legislation;

- The way of solving disputes in time, on the interpretation of the texts or on their
implementation. The majority of the texts do not provide mechanismsfor this.

The Commission is considering how to support this process. It has included in the social
agenda 2005-2010 a proposal to create an optional legal framework for transnational
negotiations. It isorganising legal studies and exchanges to gauge better the situation and has
planned to adopt a communication on this subject.

Evelyne Pichot concluded by mentioning rapidly a question that came up in two rulings of the
ECJin December (Laval and Viking), which deal with the connection between the freedom of
establishment and collective action, and the freedom of collective action: transnational
collective action that could emerge for the social actors in regard to collective bargaining, in
particular in the Nordic countries.

Udo Rehfeldt found in his works confirmation of the observation by Anne-Marie Grozelier,
to the effect that the EWCs started to emerge even before a legal framework ratified (and
strengthened) the existence thereof. It is also necessary to cite the multiplication of
compromise negotiations, in which the EWCs play a dynamic role, as one of the reasons for
their existence.

Furthermore, due account must be taken of a certain dissymmetry in the attitude of the social
partners. On the employers side, Business Europe is hostile to the very principle of a
European legal framework, whereas ETUC, for its part, wishes that the signing be reserved
for the trade union organisations, even if the EWCs take part in the negotiations.

Udo Rehfeldt relied on the study of two major company-level agreements in General Motors
and Ford. These were the first two substantial agreements (as opposed to simple procedural
agreements, as had been the case up to that point). These are agreements on the restructuring
operations comprising substantial rules.

To have a constraining effect, the substantial rules signed a8t GM and at Ford had to be
duplicated by identical agreements at national, and even local level, precisely because of the
lack of a European legal framework. In the European automobile sector, the trade union
organisations have a unionisation rate approaching 80 to 90% in most countries, apart from
France. By the same token, the EWCs in this sector are fully unionised (although they are a
priori a non-union body). The trade unions always make their appearance there as experts. In
more concrete terms, there are two or three experts, from one or two countries, who are thus
appointed by the European trade union federation (for metallurgy, in the case at hand, the
FEM) to monitor the EWC. Thisis how the European trade unions became involved in these
agreements from the outset, which they have also initialled.
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The emblematic agreement of this type was signed in 2004 at GM. It was signed by the EWC
and a coordinating committee set up by the FEM at the end of a European labour conflict,
characterised by paralel, simultaneous strikes in the various branches of GM — in spite of the
absence of alegal framework. For example, in Germany, where this type of strike isillegal,
work stoppage assumed the form of convening a general meeting of shareholders. There are
ways of getting around the law, therefore, even if this complicates matters for the trade
unions. We should note that the negotiation of such agreements requires triple coordination.
First, in the EWC, where the coordination relies on the existence of a restricted committee.
Then at the national and European levels, where the EWC has to liaise with the European
trade unions, and finally, between the members concerned of the European trade union
federation.

If the negotiations could be successful completed, the credit lies precisely with this
coordinating committee composed of the unionised members of the EWC and permanent
union officials from the automobile sector from the countries concerned, under the overall
supervision of a permanent official of the FEM. This process is moreover considered by the
FEM as the model to follow in case of restructuring. Yet thisis at times a vain wish. For
instance, immediately after the Forét affair at VVolkswagen, there was no choice but to accept
that the national trade unions refrained from informing in good time the trade unions present
in the branches abroad that a restructuring problem was forthcoming. The press revealed
what had been going on, and not, as expected, fellow trade unionists in Germany. Interesting
guestion: Why did these negotiations work out better in the case of Ford or GM than in
Volkswagen? According to U. Rehfeldt, the American companies being somewhat “neutral”
from the venues, made irrelevant the link of complicity, which under other circumstances may
have tempted national representatives and management of the same nationality, in the event of
restructuring. This attitude will continue to create problems for the implementation of areally
European coordination, given the great temptation of wishing to settle matters at local level.
At GM on the contrary, it was easier to negotiate, at European level from the outset, an
agreement of principle that saves all the sites, while for their part, management undertook the
commitment to confine themselves to measures other than collective redundancies regarding
the reduction of the workforce.

Discussion

Jean-Claude Rivard, speaking as the Human Resources Manager of a large pharmaceutical
concern, pointed out that many production units in his group have fewer than 50 employees.
The size criteria of the directive may not be pertinent perhaps. It would be better to consider
that a European works council supposes the pre-existence of local representative bodies; thus,
at Bio-Mérieux, JC Rivard deemed it expedient to set up, in agreement with the trade unions,
a non-official European works council, composed of representatives of foreign branches that
already have works councils.

Toni Ferigo drew a few lessons from his personal experience with international agreements.
Under agreements signed with General Motors or Volkswagen in Turkey and Brazil, the
standards defined by the ILO ultimately concerned also the suppliers and equipment
manufacturers which had eluded them until then. This is the positive effect of these
international agreements. But there are negative effects too, inasmuch as the same
agreements may cover simple declarations of intent that are in no way restrictive. Finadly,
there is a big black hole, China, which seems to exempt itself from common obligations or
commitments on working conditions. It is significant that the international agreement signed
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by Volkswagen with the international metallurgy federation excludes China from its scope of
application. It is aso the case, to a certain degree, of large American corporations which
rather than commit themselves to restrictive agreements, prefer less intimidating “codes of
good conduct.” In concluding, Toni Ferigo stressed the difficulty of distinguishing areas of
action each time a European works council signs an agreement, the application of which may
concern a branch established in a non-European country. In such a case, there may be a
conflict of competence between European and international (i.e. world) trade union
federations.

Jean-Louis Moynot insisted on the need to relocate the development of European framework
agreements in the broader setting of international framework agreements advocated by the
International Labour Organisation.

Michael Whittall considered that it is also important to ask why, in 70% of the cases where
they should have been introduced, EWCs remain non-existent. The matter is all the more
surprising considering that German companies turn out to be the most reticent. A study
conducted in six large German companies showed that the works councils established are
unaware that they can rely on the European directive to establish a European works council.
Thisignorance is all the more surprising as they are companies subjected to co-management.
This has to do with arefusal to take into consideration what is happening beyond the borders
of Germany. Michael Whitehall thought that greater visibility and publicity should be given to
the existence of this directive among trade unionists and representatives of workersin German
companies. This is unfortunately not the case at this time. As to the reason why American
companies are at the forefront in the application of the Directive, he believes this is because
most European centres of these companies are based in Germany, and that the initiatives are
taken by German representatives.

Evelyne Pichot quoted a few figures: 14.5 million European workers are represented by
European works councils, and 7.5 million workers could benefit from them. 40% of
companies that have established European works councils cover 60% of the workers
concerned by the directive. Furthermore, there have been three decisions of the European
Court of Justice, after the preliminary rulings of German courts which specified the scope of
information that must be provided to the employees concerned to enable them to determine
whether they are entitled to a European works council. Evelyne Pichot also pointed out that
European agreements are usually more restrictive than commitments undertaken at
international level.

For his part, Udo Rehfeldt underscored that it was not only the European and international
federations that were competing with each other, but also international federations between
themselves. It's a matter of who will sign the largest number of framework agreements. For
the moment, the International Metal Workers' Federation isin the lead. The achievement is
all the more commendable because it has the most realistic approach. This federation (as well
as that of the chemical sector) accepts, in fact, that an international agreement can be signed
also by a European works council. Udo Rehfeldt thinks that it makes sense not to multiply
redundant agreements, given the fact that federations have far too few experts considering the
work they have to do for each of these agreements. We should bear in mind that European
works councils have the means and the staff to tackle this type of tasks. The rise in
complaintsis a matter not for the councils, but for the trade unions themselves.
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Discussion of the topic:
Qualification, skills, protection, flexicurity

Jacques Freyssinet introduced the topic with a few remarks. At first glance, the notion of
flexicurity seems to bear a certain consensus, providing, as it does in abundance, support for
the ideathat all the socia partners come out winnersin this type of measure. Up against such
euphoria, a note of reticence is struck. In the view of some researchers, flexicurity has never
been the enormous jumble that the Commission has cleverly re-christened it, adding a pinch
of social dialogue intended to conceal the highly disparate nature of the measures that fall
under flexicurity. Furthermore, the nature of the famous arbitrations to which flexicurity
leads is not scrutinised sufficiently. In short, flexicurity is based on the illusion that a
harmonious solution can be found for all conflicts, a position that runs counter to every redl
policy rationale devoted to “cutting through” conflicts.

Furthermore, certain trade union reactions could confirm this scepticism on the part of
researchers from the academic world. In the view of some trade union officias (IG Metall in
particular), flexicurity has never been more than a useful mask behind which hides a
generalised flexibility project pure and simple.

In an attempt to forego the constraints of an overly ideological discussion about this notion, it
would perhaps be better to test the hypothesis of harmonising the interests propounded in the
official version against defined objectives — and harmonisation of qualifications and skills
being one among others. It should be easy, in principle, to convince all the parties concerned
about an objective easy to agree on, i.e. raising the level of training; yet thisis not the case.

For some years now, companies insisted on the notion of skill, a fluctuating notion inasmuch
asit exists only as it pertains to a concrete work situation. By the same token, the problem of
the recognition and transferability thereof arises. Furthermore, for a company that invests in
training, an adult training policy isatypical case of balancing a sub-optimal market, inasmuch
as such an investment is always bound to the risk of the competition reaping the rewards.
Companies are therefore tempted to stick to specific qualifications that cannot be transferred
elsewhere. This rationale is frontally opposed to that of flexicurity. To do justice to real
flexicurity in this field, effectively transferable skills must be devised. But who is going to
pay for them? It isdifficult to imagine a mode of financing that is not shared.

Furthermore, continuing vocational training measures tend to make inequalities worse. This
is awell known observation. The problem will not be solved by merely pointing out that the
right to training exists. Even when recognised and posted, such aright is not easy to exercise.
It comes down to organisations of work that provide qualifications, capable of making
unskilled workers realise the value and contribution of specific skills, through the promotion
prospects that ensue. This intrinsic link between vocational training and the organisation of
work cannot be ignored for much longer.

Egbert Holtuis wanted to show that flexicurity is indissociable from the idea of a reasonable
compromise between the social partners. Flexicurity must be assessed in terms of benefits for
costs, which cannot be measured in purely financial terms.

A few figures must be borne in mind. There are some 80 million people out of work in

Europe (among whom, 20 million officially unemployed), and many of them would like to
find a job again. Studies on this subject conducted by Commission have shown that many
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young people lack appropriate vocational training to access the labour market. Flexicurity
must then be understood as away of tackling the problem of unemployment by putting it into
a perspective that takes account of all the facts of the problem.

This “wide angle” approach shows that flexicurity can be an advantage for employers and
employees alike; for the latter, flexicurity is a formula that enables them to reconcile
optimally the constraints of working life with the freedoms of their private life, or to put it
another way, periods of withdrawal and training, and periods of concentration on one's
professional career. On the other hand, flexicurity enables employers to adapt to the
accelerations and slowdowns of the market. In either case, the notion can be perceived as a
form of mutual management of the risks and hazards of economic life.

In more concrete terms, flexicurity leads to flexible contracts and a modernisation of labour
law. These provisions are al the more accepted as they are beginning to be implemented
smoothly inside the company through an “internal flexicurity” phase. It isaready the casein
many large companies. But SMESs are also getting down to it, inasmuch as they try to offer
compensation, through schemes adapted to the personal situations of their employees, for the
dlightest attendance to “in-house” vocational training — an investment which always runs the
risk of having the competition reap the rewards. Nevertheless, generally speaking, flexicurity
isexpensive. In Denmark, it corresponds to 3% of GDP.

Until 4 to 5 years ago, the idea of lifelong learning had not yet convinced all managers. Yet,
occupational careers are growing longer with the increased life expectancy. Iceland, for
instance, has implemented training policies geared specifically to those over 55. This
approach is beginning to spread in the Netherlands too. The social dialogue must take the
initiative as a matter of urgency. For some groups of workers, the main issue is how to secure
protection against redundancy. In the Netherlands this question is naturally being asked,
although no efficacious measure has yet been taken. The most important thing is that
redundancy procedures be conducted in transparency and supervised by the courts.

Flexicurity must also comprise a certain culture of anticipation. It is inadmissible that
economic restructuring is carried out with such brutality as to turn hundreds and even
thousands of workers out into the street.

Jorgen Ronnest believes that Business Europe is aware that the European socia systems
must adapt rapidly to the challenges of globalisation, the accelerated technological
advancements and the aging of the population (to be used as a basis for a policy for extending
working life). At the same time, new forms of security for workers are urgently needed, if
only to counterbalance the pernicious effects of excessive flexibility. Without these
counterweights, there will be no social support for the reforms on the horizon. Universal
experience has shown that human beings in general dread change, which is synonymous for
the unknown and for anxiety. The problem therefore comes down to creating conditions for
making the reforms acceptable.

For a long time, conventional wisdom had it that everyone chose his or her occupation once
and for all. In fact, it is easy to show that only a minority of workers has gone through an
entire working life without changing jobs. Whether in retail, hospitals, transport or
agriculture, few people have gone through a routine and smooth career, putting in 9- to 17-
hour days of the same work reproduced day in and day out until the age of retirement. Yet it
is this stereotypical image that the fierce opponents of any reform like to invoke and
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disseminate in discussions about these issues between the social partners. This propaganda
has managed to prevent the parties concerned from becoming aware, with a clear conscience,
that a reform of old ways could lead to a win/win situation. It is understandable, therefore,
that in its report on flexicurity, the Commission stated that the status quo was no longer an
option.

In the programme for 2006-2008, Business Europe has undertaken to promote growth, reduce
unemployment and modernise the social models in Europe. In a document presented to the
European authorities, Business Europe put forth 66 recommendations. It is obvious that the
concept of flexicurity has not been received the same way everywhere: South of the Rhine,
the idea verges on provocation, whereas it is quite appealing to the North of the Rhine. The
prospect of having to work in the same company during one's entire career sends shivers up
the spine of workersin Northern Europe.

Naturally, each country will have to devise the appropriate solution on how to configure
flexicurity in accordance with its own culture. It is therefore not a matter of mechanically
copying solutions that prove efficacious in another culture, although this does not mean that
cross-influences cannot take place. The greatest danger for the countries that deal with
flexicurity most efficaciously would be to content themselves therewith, and in so doing, to
believe that there is no need for the further reform to which the unremitting globalisation has
sentenced all economies.

Pierre Jonckheer, Euro MP, said that the idea of flexicurity goes back to the Lisbon Summit
of 2000. The expert Andersen had set out the most ambitious implications thereof on the
basis of an infinitely freer re-description of the relations that individuals could conceive
between their occupational career and their persona life, encompassing a radical
reconfiguration of the education of children. According to the Danish expert, such an
ambition was accompanied by aless exhilarating forecast about the development of the labour
market in Europe: the prospect of not being able to create a large number of unskilled jobs,
and no hope for promotion.

We should nonetheless bear in mind that the European Union has always done nothing but
promote, through the targeted funding, policies to encourage flexicurity, the responsibility for
and implementation of which remain in the hands of the Member States. It is actually worth
underscoring that there have been no initiatives from the Commission on the social front for
some five years now.

Pierre Jonckheer nevertheless wanted to mention a few questions that are being discussed. In
Germany, France and elsewhere in Europe, for instance, the same junction arises, and the
right choice has to be made: increase salaries or increase taxes? Pierre Jonckheer isin favour
of increasing salaries in sectors where they have stagnated for far too long. But such a choice
in no way authorises a reduction of taxes: if only, as has already been pointed out in this
forum in fact, because flexicurity requires a major financing effort. Whence the excellent
question put by Jacques Freyssinet, who wanted to know whether there is any sharing of the
modes of financing the training processes that generalised flexicurity would entail. Isn't it
time to recognise that public or collective goods and services are needed, especidly in
education and training, that will necessarily be costly?

Drawing on his participation in the internal market committee where the postal directive took

shape, Pierre Jonckheer pointed out that the call for competition in the postal services
concerns a sector where 80% of the costs are accounted for by the wages of the employees
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themselves. The pressure of competition will therefore be exerted mainly on this constraint.
The left-leaning members of said committee consequently proposed to include in the directive
that all the operators must undertake to respect the working conditions and collective
bargaining agreements already in force in the sector. Finaly, after lengthy debates, the
European Parliament refused to include the corresponding provisions in the body of the
directive itself, and relegated them to the whereas clauses, i.e. the “recitals,” which confers
them a lesser legal value than that attached to the articles in the body of the directive. Care
must be taken so that the legidlation does not worsen existing working conditions and
guarantees in certain sectors.

Finally, the Laval case law raises afundamental question: up to now, it was apparently taken
for granted that the legal provisions and collective guarantees in force on the national
territories could not be circumvented. Y et the Court proposed an interpretation of legislation
in such away as not to give satisfaction to the Swedish trade unions and to the guarantees for
which they were responsible. It is up to the Parliament and to the Council of Ministers to
amend the legidlation in question so that this type of interpretation is no longer possible.

Discussion

Anne Demelenne, FGTB, pointed out that the observation of a consensus on the analysis of
flexicurity is not tantamount to agreement in good and due form by and between the social
partners. How can this flexicurity be introduced in the Belgian concerted consultation model ?
As regards Belgium, in any event, the mechanisms leading to flexibility are already widely,
even overly, developed, whether for working time, pay modes, or the procedure known as
“redundancy.” For that matter, the OECD ranks Belgium fourth among the most flexible
countries. It isto be feared that behind the flexicurity screen, the Commission may simply be
trying to deregulate the economy even further, i.e. to hire and fire at will. In any event, how
will this increase in flexicurity be financed? For Anne Demelenne, the priorities are
elsewhere. They concern questions like how to counter the strong euro, the incentives for
research and development and finally bringing energy expenses under control.

Henri Jacot returned to the articulation between flexicurity and qualification policy. There
are three types of qualification, he pointed out: the qualification acquired by the workers, the
qualification required by companies, and finally the qualification recognised by the official
classifications. We should not just stick to the notion of training, but must also think about
certification which is the pivot of the tri-partite mechanism of qualifications, skills and the
organisation of work.

Jorgen Ronnest thought that the question of the cost of an “active labour policy” must be put
in its proper context again. In Denmark, the cost amounts to 0.5% of GDP, and a little below
0.9% in Belgium, thereby correcting the figures put forward by Egbert Holtuis. He also
contests the idea that this type of policy weighs particularly heavily on the overall wealth of
the country that adopts it, when due consideration is taken of the extremely clear effects that
an efficiently pursued training policy can have on unemployment. Don’t unemployment rates
of 15% to 18% among young people or “senior citizens’ weigh more heavily on the national
weath? Yet these figures drop very clearly when an active employment policy is pursued to
remedy the situation. In this respect, Jorgen Ronnest specified that, as Business Europe sees
it, at any rate, this socia policy must not be defined by the European authorities, but must
remain under the purview of the national governments.
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Silvana Paruolo wanted to draw a distinction between the notion of flexicurity and lifelong
job insecurity. Very ambitiously, the CGIL representative proposes to confer, beyond the
European institutions, a remit to the competent international organisations, to establish a
world labour code by relying on the most advanced practices in Europe. Silvana Paruolo
stakes a great deal on the notion of lifelong learning as a measure to be introduced throughout
the Member States, at least in the form of recognised subjective rights for all European
workers. All these mechanisms would find their source of financing thanks to the effects of a
methodical rationalisation of public expenses.

Egbert Holtuis underscored that the flexicurity policy recommended by the European
authorities must not be administered mechanically and according to the same arrangementsin
every EU Member State. A country like Belgium may perhaps be sufficiently advanced along
this path to forego the European recommendations. Other countries like the United Kingdom
or Spain, may on the contrary resort to policy to implement flexicurity in order to curb therise
in casual employment and contracts for a specified period, the percentage of which has
reached alarming levels. Similarly, the percentage of the working population stemming from
ethnic minorities al'so has an influence on the unemployment rate. Finally, the self-employed
must also be taken into account. Their proportion varies from country to country. A
protective regulation must be devised for this type of workers. not one that prevents
redundancies not authorised by law, but a retirement system adapted to their situation, etc.

On training policy, Egbert Holtuis presented, by way of example, the case of the army which,
in the Netherlands, can provide the foundation for vocational training courses for “civil”
employment geared to their young recruits who usualy have a very low initial level of
training.

Pierre Jonckheer wanted to underscore that the joint report on flexicurity by ETUC and
Business Europe is intended first and foremost for the Member States and secondarily to the
European authorities. No such request has been made to organise the vocationa training
market at European level. In short, the assessment by the document itself is positive overall.

Pierre Héritier wanted to make it clear at the outset that in his view, the trade unions were
reticent about the notion of flexicurity, a “portmanteau word,” as he put it, where anything
and everything can be hung. After all, social standards also depend on the turnover, the
qualification of workers, and the existence and quality of the industrial policy. Put on this
web of reciprocal determination, flexicurity may seem to justify the view that the cursor
would function freely only on the work factor — whence the circumspection of the trade
unions. This diagnosis having been made, Pierre Héritier acknowledged to the participants
that he had managed to free the notion of flexicurity from itsideological baggage. Flexicurity
then makes it possible to configure precise socia groups on which its mechanisms can
produce their effect, e.g. ageing workers. In France, only one worker in four has kept
working upon reaching retirement age.

As to the organisation of work to provide qualifications which Jacques Freyssinet spoke about
in the introduction, one may wonder whether this type of initiatives depends on the nature of
the labour market or rather on the model of human resources management that a company has
or has not managed to introduce at the right time; even in SMES, when they can show a knack
for innovation. Consequently, the solution is not always to look for quality of work emerging
ready made from the labour market, but also for quality from management in the companies
themselves.
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Rather than flexicurity, a word laden with all sorts of ambiguities, Jean Lapeyre would
prefer to talk about making occupational careers secure. The Commission’s report did not
manage to retain the key idea of the Supiot Report, according to which the right to training is
not linked to the company in which the employee works, but is attached to the employee him
or herself, as a subjective right, for his or her entire working life, even when not under a
contract of employment. Each young newcomer to the labour market should have a drawing
right corresponding to three years of training, to be used as he or she deems appropriate
during his or her working life. Thisidea of a set of rights and obligations attached to training
has never convinced employers. Jean Lapeyre pointed out that flexicurity has to be broken in
two in order to understand the stakes involved: employers are certainly in favour of flexibility
and at European level at that. But, asregards “ Security,” the matter is referred to the national
level, leading to a certain inequality in this area that reflects the wealth of the State concerned,
the nature of the redistribution system, and the existing relations of force.

Furthermore, the trade unions are currently facing a certain number of difficulties.

1. The difficulty to control the “grey areas of employment,” i.e. those insufficiently
protected by collective bargaining agreements. These areas have become so important
that in Germany, having long been against the idea, the trade unions have now deemed
it expedient to be entitled to a guaranteed minimum wage — a very new idea in that
country. Elsewhere also, especidly in Italy and in Spain, the trade unions are
supporting layers of workers without “full-time” employment contract, but with
simply commercial contracts.

2. There are nearly 800 EWCs representing some 20,000 activists of companies,
committed to a supra-national task. Unfortunately, the European federations do not
have the means to provide them with training that would give them the intellectual
tools so that they can extricate themselves from the national framework to which their
analyses are too often confined.

3. There is often an unhealthy competition between international and European
professional federations, as the latter do not want to be controlled by the former —
whence aregrettable lack of synergy.

4. After the entry into force of the “autonomous phase” of the social dialogue, one
observation is called for: at best, the agreements fal under the “open method of
coordination” (OMC), and not the creation of rights that all workers concerned in
Europe may enjoy in future. This is a falure for the socia dialogue in its
“autonomous’ phase, asit has failed to ensure that the agreements it produces have the
same force as the law itself. The reason has essentially to do with the absence of the
tripartite game, if the Commission does not intervene. It is therefore not surprising
that the joint report by Business Europe and ETUC is not very conclusive in the end.

5. The weight of the new Member States has slowed down things considerably in social
Europe. These countries are still slowly digesting the “acquis communautaire.” Asto
the socia dialogue, it is certainly a fine, three-window fagade, yet one that scarcely
hides redlity, i.e. a tripartite social concerted consultation steered by the State. It is
necessary to grasp, in fact, that a tripartite approach functions properly only if the
bipartite approach, i.e. employers and trade unions, has already succeeded in creating
areal socia dialogue.
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6. The French presidency has announced a “revision” of the social Agenda. But Jean
Lapeyre would prefer to see it seize the opportunity to kick off a far more voluntary
social strategy than is the case at present.

Jean-Marie Bergere warned the attendees against an overly binary interpretation of the notion
of flexicurity, according to which the concern for flexibility became the obsession of
employees. The fact is that employees do need a certain flexibility as to how to manage their
occupational careers themselves. For their part, the employers may be interested in a certain
form of security, when it comes to retaining the skills of certain employees.

Enzo Avanzi wanted to direct attention on the deep meaning of a notion such as flexicurity.
Heiswary inasmuch as, in hisview, it isasign of excessive weaknessin economic and social
thinking. It isamatter of preserving “everything cultural that isleft to us,” while waiting for
anew Keynes to put a stop to a flexicurity whose non-avowed rationale could lead European
societies to a conception of work “the Chinese way.”

Pierre Jonckheer returned to the effect produced by the joint report on the labour market by
Business Europe and ETUC. Everything is proceeding as if, in the eyes of most Euro MPs,
the ever so disappointing conclusions of this report had been given a maximum legitimacy
label, confirming, without any reservation, an agreement by the socia partners on the
diagnosis and recommendation, providing a pretext for devastating unanimity. It is very
reckless for ETUC to sign areport of this nature.

Responding to a question by Jean-Claude Boual, on how the Laval ruling is to be understood,
Pierre Jonckheer thought that the Court of Justice saw an opportunity to give avery restrictive
interpretation to the posting of workers directive. The Court then sanctioned the Swedish
legidation for lack of clarity, inasmuch as any company that enters the Swedish market must
be clearly informed of what it may be imposed on by virtue of said directive. Thisis where
the trade union movement must provide a response both at the national and at the European
level, and avoid arriving at a situation where, in the absence of restrictions that can be relied
upon on nationa territories, all the operators could give themselves over to unbridled
competition. Thisisacrucial stake for socia Europe.

Egbert Holtuis spoke one last time to underscore that the notion of flexicurity could not be
understood outside the concrete contexts that may reconfigure it according to its constraints
and precautions, and consequently integrate, in the same vein, the marginalised and precarious
segments of the population, who may benefit therefrom in accordance to such arrangements
as are devised. The main thing, for Egbert Holtuis, is that this seminar showed the
fruitfulness of dialogue when conducted without taboos, as Lasaire has managed to do.

Conclusions

Pierre Héritier was, like Egbert Holtuis, sensitive to the lack of dogmatism or apprehension in
the day’ s discussion.

1. The European socia dialogue is entering a new era, inasmuch as it is henceforth clear
that it must be taken into account on a European scale, in line with the recognition
granted to the institutional actors of the EU. That said, we are still far from having
realised the hopes stirred up by the Maastricht Treaty, where the social partners hoped
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to structure, legislate and produce standards in the spirit of the then social protocol.
The context has got distinctly more complicated since the enlargement.

2. What will become of the social model as recommended by France, based on the
mainstreaming and autonomy of the social partners? We sense the return of the public
authority, whose jot seems to be to incite the social partners to engage in negotiations.
Thisis arole strongly endorsed by the European Commission and, on occasion, even
by the European Parliament. But this return of the State in the negotiating game is
laden with ambiguity. We are entitled to ask whether this interference by the State in
the social dialogue, unforeseen not long ago, is not intended to turn the trade unions
into official partners, called upon to play a score written in advance and orchestrated
by a State that is stronger than ever. The trade unions would then serve to prepare the
ground and to confirm, de facto, an apparent consensus constructed by the State from
start to finish.

3. At the same time, the social partners have never before seen their function at the very
heart of the public debate recognised as much. In an apparent contradiction, the trade
unions are all the more recognised ingtitutionally at a time when they are going
through a recruitment crisis in all the EU Member States, and in France more than
anywhere else.

4. Finaly, European companies seem more than ever before to constitute the theatre of
negotiations, especialy for restructurings. It remans to be seen whether the
agreements that emerge can spread elsewhere, serve as models, or even play a
federating role in the corporate fabric. Or will they conversely entail an increasingly
clearer segmentation of the labour market, where large companies provide innovative
management of human resources, create a world of employment where companies are
constrained to adapt without precautions nor preparation, not to mention that grey
zone that is spreading.

In more genera terms, it is also necessary to take account of the increasing autonomy of
employeesin the field. Works committees, for example, are completely independent from the
trade unions. Similarly, European works councils provide an opportunity to ask who is the
pertinent actor for negotiating, and how do they arrange their relationship with the
corresponding European federation. All too often, trade unions do not manage to harness the
desire for autonomy and participation on the part of employees. Severa polls on this question
have shown that, although there is no mistrust on the part of the employees towards the trade
unions, in reality it isthe trade union offer that way too often falls short of expectations.

Patrick Venturini was asked to bring the session to a close, and in doing so, mentioned the

worker and mate system that has long linked Lasaire to the initiatives of the Commission and
the social partners to delve ever deeper in the stakes of the social dialogue in Europe.
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Opening of the seminar

As Chairman of the Bulgarian Economic and Social Committee, L alko Dulevski said he was
delighted that Lasaire had chosen Bulgaria as the official partner at its biennial devoted to
socia dialogue. Bulgaria aready had a rich tradition in this domain. The Bulgarian socia
partners considered their role as a substantial one but did not lose sight of the fact that social
dialogue has to be continued in a civil dialogue. In thisregard, it should be noted that Bulgaria
was the first of the 20 new member states of the European Union in which these two forms of
dialogue — civil and social — were recognised in the constitution and in legidation. This was
the European model. The Bulgarian model was actually very close to the French model as
regards the forms of dialogue and their institutionalisation. Lalko Dulevski, speaking on
behalf of the Bulgarian government, said it was highly appreciated that the French side had
chosen Bulgaria and the Bulgarian Economic and Social Committee to give an impetus to this
major project.

L azare Lazarov, Deputy Minister of labour and social policy of Bulgaria, likewise expressed
words of welcome to the participants. He emphasised that in Bulgaria social dialogue was also
based on the European model and on the values and rights inherent in it: the freedom of
association, transparency, social legitimacy, democratic spirit, professionalism, competence,
etc.

In fact, this development was hardly surprising given the fact that the state had put its full
weight behind involving the trade unions and employers in working out and establishing
public policies, proof of which is the Bulgarian Economic and Socia Development Pact
signed in 2006 and valid until 2009. Lazare Lazarov wondered how the tripartite social and
cooperation partnership model established in Bulgaria could be brought into conformity with
European practice. Account should also be taken of the ‘independent’ social dialogue, e.g. the
collective labour agreements. In contrast with other countries of eastern Europe, Bulgarian
legislation stood out because of the high percentage of employed persons covered by
collective agreements. On this subject, Lazare Lazarov pointed out that the protection of
workers' rights and the reduction of unfair competition among workers depended on
exercising control over the underground economy (the black economy), i.e. over undeclared
work.

Etienne de Poncins, Ambassador of France, in his introductory speech stressed the
importance which France attached to giving the social Europe a new boost. The Presidency
which France held from 1 July 2008, would give it the opportunity to push forward and ensure
the success of issues on the working time directive and the directives on alimony, social
services of genera interest and temporary work. More generaly, the intention was for the
three counties who would successively chair the European Council of Ministers — France, the
Czech Republic and Sweden, would jointly prepare the review of the social agenda by 2010.
The Ambassador particularly welcomed the initiatives taken by Lasaire to involve the
stakeholders of the new Member States of the Union in its biennials. The socia bodies were
in fact the key players to give Europe a boost in a context of globalisation, without
relinquishing their fundamental values of solidarity and redistribution. The method also
recommended by Lasaire to bring together and compare socia practices, which were
sometimes conducted in isolation, also reflected the options presented to reform the Lisbon
strategy: the Europe of competitiveness required a form of strengthened cooperation between
countries on avoluntary basis.
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Anne-Marie Grozelier, Secretary General of Lasaire, introduced the seminar with a brief
overview of previous biennial meetings on Europe, Work and Employment. Since 1990,
these seminars had persistently stressed the social issues inherent in the various stages of the
European process. It was true that in terms of the speed with which economic exchange had
developed, this social dimension was moving ahead quite slowly. While the European
economic area saw its frontiers eliminated, the social rules underpinning socia activity
remained confined within national borders. This fact had not shaken the conviction that the
development of Europe could not be confined to being simply a market but should also be
endowed with social content, opening the way for thinking about a possible “European social
model”. The sole existence of a large European market was not enough for the necessary
social and political adaptations to evolve spontaneously. Now, more than ten years later, the
Europe of the 12 had become the Europe of the 27 but the social dimension of the European
project remained on the agenda.

Lasaire’s biennials had been underpinned by international comparisons of the systems of
social relations, the role of socia players, the types of collective labour agreements, systems
of social protection and public services in each country. At the same time, a European social
dialogue had gradually taken shape, even to the point where the corresponding social players
manifested themselves at this level: collective bargaining agreements at EU level, at first
interprofessional, then sectorial and finally within transnational undertakings.

All this work had made it possible to envisage and draw the outlines of what could have
emerged as a social model for Europe: most west European countries had inherited traditions
of socia regulations and social standards that had been in place for over 50 years. There were,
of course, differences but all the systems centred around common principles. Nor should one
lose sight of the fact that the countries of eastern Europe also had strong traditions of social
protection. Accordingly, the European socia heritage was characterised, on the one hand, by
rules governing negotiations on industrial relations on all levels of economic life and, on the
other hand, by nationa structures providing collective socia protection. All this was
tantamount to a genuine heritage, a social heritage, an idea that Lasaire had adopted and
defended against those who wanted to start from scratch.

The ninth biennial was taking place in the special context of the most important enlargement
which the EU had known since the era of the six founding members. And yet, the question of
the EU’s political organisation, starting with that of the economic governance of the Euro
zone, had still not been settled: it was still the strategies of competition between states that
continued to prevail instead of the expected cooperation and complimentarity. This was why
this biennial formed part of endeavours to strengthen the role and place of the social players
in addressing strategic economic and social issues, pledges for a possible future for Europe.

Europe therefore had a specific character: it was not only alarge market but at the same time
a region of the world with social rules and regulations. Would the EU be able to retain its
originality or would it see adilution of its social dimension in this huge uniformisation which
globalisation represented today, dominated by financial considerations? Could one imagine
that on the basis of the specific nature of its social model and the diversity of its historical
traditions Europe would be able to promote forms of social rules and regulations of this
globalisation? Is not the best way to protect the European social model propagating this
concern in other regions of the world rather than weakening its basis in that part of the world
where it came into being?
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These questions were at the heart of the discussions at this 9th biennial. They had started in
Brussels in January and were now continuing in Sofia in the context of the development of
socia relations in the EU, and specifically the practices and issues they raised for the new
Member States.

Session 1
The development of the European social dialogue, a special view of the new
Member States

Andrew Chapman, Deputy Director of the Social Dialogue Unit of the European
Commission, sketched the broad outlines of the characteristics of European socia dialogue.
He highlighted the essentia role which the truly independent social partners should play in it.
It was for the Commission to see that this independence was not fictitious. He described the
different forms that the social dialogue could take, stressing the importance of bi-partisan
dialogue in the concept of representativeness. It was the Commission’s task to exert pressure
on the various sectors of the economy to set up socia dialogue committees. This was an
initative that the stakeholders would take of their own accord.

What would be the results to be expected from the European social dialogue? First of all, the
parties would get to know each other better. Next, for each sector, a better understanding of
their interests, thanks to this comparison of the views of the trade unions and employers
organisations. And, of course, agreements (for instance, on part-time work, teleworking, stress
at the workplace, etc.) and guidelines for good practice. Andrew Chapman gave the example
of public services where incentives were being given to set up procedures guaranteeing the
best quality/price ratio while respecting overall social standards. In conclusion, he again
emphasised, for the attention of the new member states, the need to maintain the
independence of the social partners and pointed out that one of the Commission’s tasks was to
see that all member states were represented in inter-professional dialogue.

Joél Decaillon, ESC, intended to supplement Andrew Chapman's exposé, adding some
perspectives. The ESC, on whose behaf he was speaking, was a heavyweight: 82 national
confederations, 36 countries, 12 industrial federations, more than 40 inter-regional trade union
committees and a total of 60 million members, the stakeholders in the socia dialogue. The
European social dialogue had two pillars. The pillar of European socia dialogue proper and
the pillar of national social dialogue marked by several criteria, including representativeness
and negotiation. This should be borne in mind as otherwise one would understand nothing of
the crisis Europe was going through at the moment. The social dialogue itself was a direct
expression of the existence of a social model present in Europe. It was therefore important to
recall the necessary conditions for its proper functioning. Joél Decaillon summed them up
briefly:

1. the existence in each member state of the rule of law underpinning socia law. In the
absence of the latter, it would become difficult to claim to be organising genuine
socia relations. Accordingly, the general ageing of Europe’'s populations called for a
certain amount of anticipation including tax and redistribution measures, on the basis
of which sustainable retirement schemes could be funded. Without proper anticipatory
measures, this right to retirement would be devoid of any meaning. This type of
organisation was, at least partially, the responsibility of the social partners. As for
social dumping, its extent could be understood only by considering the scope of
Europe’s black economies (15% of the GDP in France!). By definition, this black
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economy evaded the rule of law and democratic control. Hence the essential role of
labour inspectors in organising the labour market.

2. The actuality of the pressure exerted, beyond the strict scope given to social dialogue,
by the European trade unions upon the EU’s leading economic bodies was another
essential aspect to be taken into account. Thus the little importance to be assigned to
the tripartite dialogue, highlighted by Andrew Chapman, was hardly consistent with
the recent instance of trade union demonstrations in Ljubljana which called for a
genuine economic governance of Europe. The European trade unions could not settle
for a situation in which, although unemployment would diminish, the price to be paid
would be a notable increase in the number of ‘poor workers' in al the countries.

3. recognition within the social bargaining concept of its potentially conflictual
dimension. Building up political democracy in Europe presupposes its extension
through socia rights whose establishment may, depending on the circumstances,
involve tests of strength and conflicts. This is the meaning which Joél Decaillon
assigned to the words ‘participatory democracy’. With this in mind, the ECS had
approved the draft for the constitutional treaty as, by integrating the charter of
fundamental rights, it appeared to guarantee and underpin this extension of political
democracy into a democracy of social rights.

The role of the ESC, continuing the Commission’s efforts vis-a-vis new member states, was
to enable the trade unions of these countries to be recognised as active and central elements of
democracy and of the way socia relations were organised in these countries. Europe’s future
social agenda should set as one of its priorities the reduction of the gap between income levels
and promote the effects of true and proper redistribution. Another question raised within the
ESC was that of the quality of employment. Many jobs were of a casua nature because they
were low-skilled and for these employees access to training was difficult. There was also, ina
wider context, the problem of access to the Globalisation Adjustment Fund. Moreover, the
ESC should be able to exert its influence on the contents of directives concerning immigration
policy. Finally, the question of the labour market for young people should be addressed from
two angles:. at the lower end, based on the fact that too many young people were still without
gualifications when they started work and, at the top end, bearing in mind that 35% of young
people were overqualified for the job they were doing. To ensure the successful outcome of
al these policies, the socia dialogue should continue to be strengthened and trade union
rights should be respected throughout Europe. On this point, it was a cause for concern to see
the direction in which the case law of the European Court of Justice (Laval and Riffert
judgements) had been going. The cohesion of Europe, which had been given a rough ride
recently, was unthinkable without being accompanied and underpinned by social cohesion.

Dimitar Manolov, Podkrepa trade union confederation, noted by way of introduction that
until the beginning of the 1990s, social dialogue had been inexistent in Bulgaria. At the time,
there was still a one-party regime with a single trade union under communist party control.
The Podkrepa trade union had been set up in 1989 on the model of Solidarnocz. It had only
taken four years to prove itself and to become a serious socia player to warrant its accession
to the ESC. The social partners had gradually established themselves and they had devel oped
a common language. In 1993, Bulgaria had a systematised and structured social dialogue and
from 1999 socia dialogue had been enshrined in the Labour Code. Through legislation,
Bulgaria had laid down the outlines of the scope of social dialogue. The trade unions had had
to invoke the law to ensure that the price of electric power, heating and telephone calls were
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regarded as forming part of the standard of living and be a subject of social dialogue.
Particular social progress had been the result of work carried out with the support of the ESC.
For instance, Podkrepa had lodged an appeal, in cooperation with the ESC, with the European
Committee of Social Rights, to have the right to strike recognised in particular sectors which
had been reluctant to accept it. These are achievements which had been attained in a context
that was not always free of tension.

Dimitar Manolov continued by highlighting certain problems which the social dialogue in
Bulgaria had come up against. First, the problem of the representativeness of the trade union
and employers organisations persisted. This was less the case for the trade unions — since the
governments had stopped recognising the representatives of ‘yellow’ trade unions — than for
employers’ organisations. For instance, the question as to whether the Bulgarian Chamber of
Trade and Industry could be regarded as a genuine social partner had still not been settled.
There were still problems on the part of the employers organisations. Six of them had had
their representativeness recognised. This situation made it very difficult to implement
sectorial negotiations.

Moreover, a feature in Bulgaria that was unique in eastern Europe was that it had developed
two types of dialogue. Alongside social dialogue, there was al'so a‘civil’ dialogue which was
conducted in the framework of the ESC. Podkrepa had worked hard to have this council set
up, which had been achieved in the framework of a PHARE project, which had made it
possible to establish links with the French Economic and Social Committee.

With regard to the bipartite form of negotiations, which today was the weak point of social
dialogue, it had had its hour of glory at a time companies still belonged to the state. With
privatisation, the employers organisations had tendered to systematically defend the interests
of owners, often foreign investors, who had shown little concern about defending the rights
and interest of the workers. Hence the large number of situations in which there were difficult
working conditions and very low wage levels. In conclusion, Dimitar Manolov expressed the
wish that the Bulgarian employers  organisations would, through contact with their European
partners, assume their social responsibility and would understand that it was in their interest to
no longer defend employers who deliberately violated the Bulgarian Labour Code.

Dikran Tebeyan, of the Bulgarian Industry Association, was a veteran of building up social
dialogue in Bulgaria. He presented an overview of its establishment with atripartite approach.
Its institutionalisation went back to 1993 but it was in 1997 that the professional branches and
sectors were recognised in Bulgaria as partners in dialogue. Nor should social dialogue at
regiona level be neglected, be it in municipal councils for tripartite cooperation or regional
councils for development. What were the prospects for developing a social dialogue in
Bulgaria? There were six main thrusts:

continuation of the decentralisation process
development of flexisecurity

establishment of flexible contractual relations
lifelong vocational training

proactive labour market policies

adjustment of the social security systems

ourwWNE
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A major black spot: as elsewhere, it was easy to contain the development of the parallel
economy or the unwillingness of some employers to honour the clauses of collective
agreements which they had nevertheless signed.

Session 2
Social dialogue and negotiations in the EU at sectorial and transnational company
level

In contrast with Andrew Chapman, Udo Rehfeldt, IRES, believed that the European
Commission played an essential role in European social dialogue. By threatening to take
legidative action, the Commission had in fact managed to persuade the European social
partners to start the first collective bargaining process. At sectoria level, various agreements
had been worked out, all be it in the form of rather feeble forms of ‘recommendations’, ‘joint
opinions’, etc. Reversely, due and proper sectorial negotiations had been conducted in the
Member States, often at the almost ritualised initiative of particular sectors such as the
mechanical engineering sector, the chemical sector, the civil service, etc. It was exactly these
sectors that had had the greatest difficulty at European level to get together as social partners
likely to negotiate agreements.

With regard to transnational undertakings, two players could claim to have sufficient
legitimacy to negotiate, the European works councils and the trade union organisations
proper. The latter were calling for an official legal framework enabling them to confer
unquestionable legal validity on the agreements they had negotiated which for the time being
remained simple ‘ gentlemen’ s agreements’ dependent on good faith and the good will of their
signatories. There was also a time lag between the institutionalisation of European trade
unions and the appearance many years later of social negotiations at European level.
Unlike Andrew Chapman who thought that the turning point had been the Treaty of
Amsterdam, Udo Rehfeldt saw it instead as the extension of the social protocol appended to
the Maastricht Treaty, without ignoring the action pursued by the Commission at the time
when Jacques Delors served as its president.

Two difficulties: initially the European employers had shown a hostile attitude to collective
bargaining and they had even dragged their feet before organising themselves into a social
partner (in fact, there were still sectors without an established partner on the employers’ side).
Moreover, at European level, the trade unions were not in the same position of strength as at
national level. Hence the lack of success of European moves to make their weight felt in
negotiations at transnational level. In any case, it should be noted that there was no European
right to collective bargaining, nor a right to form trade unions and even less so a European
right to strike. These issues had been excluded from the competence of the European Union.
The ESC also favoured the establishment of a legal framework for bargaining at the level of
transnational undertakings if the trade unions would be exclusively responsible for it. In the
opinion of the ESC, the European works councils themselves had rights that were too weak
(basically information and consultation) and had therefore not sufficient weight to
successfully conduct bargaining. However this may be, it would be wrong to think, as one
often heard, that collective bargaining was controlled by the trade unions throughout the
European continent. The desire of the trade unions in this matter was to avert the formation
of corporatism by companies. Bearing this in mind, he was concerned that the European
works councils were not always able to express the general interest of workers (as contrasted
with their specific interests). To remove these border conflicts, one could hope for the
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establishment of coordination committees as already existed in the metalworkers' union. To
ensure that this type of system worked smoothly, it was also necessary to ensure coordination
at three levels. within the European works council itself, between trade unions and the council
and finally also within the European trade union organisations. Udo Rehfeldt concluded that,
al things considered, decentralised bargaining was proving much more delicate to conduct
than centralised bargaining.

According to Klaus Mehrens, IG Metal, who had a long experience in this field, the
hardcore of the socia dialogue was conflict resolution. In Germany, the structure of social
dialogue, at al levels, was always bipartite. The Germans had enshrined it in a specific law
laying down the rules on working hours and working conditions. This law aso made
provision for rights of non-union workers and for works councils in general as well as
conditions of pay, rules of hygiene and safety, conditions for access to training and guarantees
regarding training and qualification, etc. Thislaw therefore effectively trandated the interests
of workers even though it was still insufficient. The existence of European works councils and
the devel opments proposed in the directive should be viewed from the same angle. The hope
which the directive offered was not limited to improving information for employed persons
but included the possibility offered to them of being stakeholders with the right of co-decision
in the undertaking. In Germany, a law of 1976 made ‘co-determination’ obligatory in the
supervisory board of companies with more than 2,000 employees. However, a number of
European directives could well restrict the scope of co-determination. Hence the suspicion of
the European directives concerning joint stock companies in various parts of the continent,
and all the more so of transnational mergers. All of them created the risk of strongly reducing
the scope of the German law on co-determination. Klaus Mehrens was very clear on this
point. The trade unions, employers and the public authorities must recognise that the concept
of co-determination as established in Germany was at the heart of what should constitute
socia Europe.

The German trade unionist emphasised the social condition peculiar to Germany which had
long been based on collective bargaining agreements at sectorial or regional level, so much so
that in the 1980s, 90% of employees in west Germany were covered by this. However, he
pointed out that the agreements signed at company level and even the very absence of
bargaining agreements in many companies had brought the level of coverage down to
between 60% and 70%, indeed even less than 50% in eastern Germany. At the same time,
there had been a significant increase in the percentage of low-paid workers, so much so that
there were now calls in Germany for the introduction of a minimum guaranteed wage, a
proposal which only ten years ago would have been fiercely countered by the trade unions.

Generally speaking, the very principle of collective bargaining was being called into question
as economic unification in Europe under the aegis of a monetary policy aimed at protecting
the Euro. To resist this pressure, the EMF had already afew years ago put forward a strategy
for the trade union organisations within every Member State to coordinate collective
bargaining policies. All of them, the EMF said, should base themselves on the nationa price
index and on the productivity index to negotiate their respective wage increases. This strategy
could not be put into place in Germany where over the last two years agreements signed were
a mere attempt at catching up. To sum up, whatever the regional, national or European level,
social dialogue could only come about if it was instigated by active social partners who were
properly authorised to negotiate ambitious collective bargaining agreements which would
serve as the basis for the social Europe that we al strove for.
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Teodor Dechev, of the Association for Economic Initiative, set out the main characteristics of
Bulgarian social dialogue at sectorial level. In Bulgaria, the various sectors and sub-sectors
had been created without a specific legal framework giving them any prior definition. Of
course, in accordance with official legislation, whether at national, sectorial, sub-sectorial,
regional or company level, social dialogue could only be engaged between recognised
representative socia partners at national level. Also, social dialogue was both bipartite and
tripartite. Regarding bipartite corporation, the labour code lays down the terms and
procedures for extension.

The number of collective agreements varied enormously depending on the sector concerned.
There were very few in the trade sector but many in the energy sector. These agreements
were often an internal reference framework where the companies in a particular sector defined
their own negotiating priorities. Of course, collective sectorial agreements laid down a
minimum wage assuming that all the companies concerned would apply this under the same
conditions. The Ministry of Labour could also take the initiative to extend a collective
agreement to all companies in the sector as soon as a request had been put forward by all the
representative organisations recognised by the sector concerned. This provision was realised
for the first time in 2008 under a collective bargaining agreement for private security
companies!

Lyuben Tomev, representing the CITUB [Confederation of Independent Trade Unions of
Bulgaria], came back to the subject of setting up a social dialogue at sectorial level in
Bulgaria. Several factors had contributed to its development. Firstly, the very fact that the
State had abandoned its exclusive role as organiser of economic relations. Then, the changes
introduced to the labour code in 2001 thanks to which the framework for collective bargaining
had finally been fixed (frequency, levels of distinction between branches and sectors, etc.).
Lastly, the effect of privatisation and restructuring had given rise to sectorial negotiations for
social support. Entry into the EU had also forced the country to adopt international standards.
Little by little, the socia partners were able to acquire experience and the authority to enable
them to negotiate. Result: in 2007, 23 new collective bargaining agreements had been
concluded in a certain number of sectors and branches including those of mining and defence.
Most of them were concluded for a period of two years. In total, there were currently 68
collective bargaining agreements for both branches and sectors.

However, reports by the European Commission pointed out the persistence of many
deficiencies at sectorial level. These difficulties were caused by several elements including
the fact that the employers organisations were not sufficiently structured and were badly
organised with few members. As aresult, the trade union organisations had not clearly stated
their willingness to organise themselves. There was a gap between the structure of the trade
unions and that of the employers organisations which did not correspond to official NIS
standards. The procedure for extending collective agreements did not have the institutional
support laid down in the labour code. At the same time, sectorial socia dialogue was not
being encouraged. Negotiations were dragging which was a sign that the employers were
hardly motivated. The weakness and deficiencies of sectorial social dialogue could be
summed up as follows:

- payment parameters and mechanisms were not dealt with in texts governing collective

agreements

- there was considerable overlapping with provisions already in the labour code
- there was no guidance of the whole system made worse by the absence of coordination
between the various levels
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- thesocial partners had invested little in developing sectoria policies
- therewasalack of sectorial agreements (in terms of tools and operating mechanisms)
on specific subjects such as stress and violence in the workplace.

There were, however, aso examples of good resolutions and their application. In 2003, the
social partners agreed to introduce various social protection limits and to lay down these
limits every year so as to gradually push the informal sector towards the official economic
system and thus increase revenue from social security. Another example: the increase of
SMIC [growth-linked guaranteed minimum wage] for industrial branches and sectors of
between 20% and 30% in 2008. The social partners had understood the necessity of
expressing their wishes clearer in sectorial and company negotiations. However, company
negotiations were offering more interesting perspectives (whatever the huge differences in
wage levels within the same branch). The multinationals were a separate category as the level
of salaries and wages was much higher.

Amelia Dimova and Angel Trizlov presented the case of the Solvay group. An information
and consultation structure had been set up in this company according to the provisions of the
Bulgarian labour code adjusted in 2006 to make it compliant with the European directive. The
Bulgarian labour code set out three different bodies for information and consultation on wages
— the trade union organisations, representatives of employees elected by the general meeting
and trade union representatives also designated by the general meeting.

Two information and consultation structures were set up at Solvay Sodi. In the first, the
representatives of employees designated by the general meeting (Article 7(2) of the labour
code) and those trade union organisations taking part in discussions solely on subjects
stipulated by the labour code. The second employees representative body was set up to deal
with more subjects notably the situation of the company and the development of employment.

The main tasks of the special group for information and consultation were to present the
financia situation of the company, to discuss the draft agreement covering relations between
the employer and employee representatives at Solvay Sodi and its subsidiaries to respect the
obligation to inform and consult with employees, to sign the agreement concluded for two
years which came into force on 11 October 2007, to enable the CEO to present prospects for
the company for 2008 and to get to know the code of conduct in force in the Solvay group.
The agreement lays down the information to be provided: the company’s financial results for
the previous year, the average levels of employment compared to the previous year, an annual
report on the investments made and changes to production methods, investment project,
modernisation of and changes to technology, projects for the improvement of working
conditions, annual report and forecasts of improvements to health and safety at the workplace
and forecasts concerning vocational training, changes and developments in employees,
dismissals, recruitment projects, restructuring, changes in the company’s activities and the
employment system.

Snejana Petrova, representative of the Danone Serdika branch, presented the case of the
Danone group which since 1995 had become the market leader in fresh dairy products on the
Bulgarian market. Decisions taken in the social domain by the works council at group level
were transmitted to subsidiaries all over the world.

10



A L ASAIRE 9TH BIENNIAL Sofiaseminar 11 April 2008

The social policy of the group in Bulgaria could be divided into three parts:

1. Work with the trade unions

Only one union (CITUB) was present in Danone Serdika. Major decisions were taken by the
European works council where the Bulgarian branch was represented. It met twice ayear. On
the first day of work, the unions discussed various matters and problems. Questions were
raised and solutions proposed to the general management on the second day. Discussions
related to the company’s restructuring programme, staff reductions, etc. As a result of these
discussions, agreements were signed which applied to all subsidiaries. In Bulgaria, the unions
negotiated a collective employment contract which included matters relating to social policy,
i.e. the basic levels for employees. Since 2008, there had been 12 of these levels. They
emanated from the company’s social policy and included safety in the workplace and
protection of the environment. Bonuses for executive staff were determined on the basis of
achieving objectives. An audit relating to these levels would be held in Bulgaria this year for
the first time. It would also cover the amount of information released to staff on measures
taken by the company for safety at work and their effectiveness. Apart from the working
conditions committee, laid down by Bulgarian legislation, other committees had also been set
up in this field. Trade unions were involved in all discussions aimed at resolving problems
and identifying prospects.

2. Informal management council

A management council was set up to compensate for the absence of a second union in the
company. It included three representatives from the general management and its purpose was
to give staff essential information which included the company’s financial situation, expected
developments, etc.

3. Saff surveys

Staff surveys had been carried out on aregular basis with questionnaires relating to industrial
relations. The results formed the basis for discussions with staff from different departments
and work units. They were able on this occasion to suggest improvements. It was in this way
that the company was forced to involve all staff in the activities of the company.

Thediscussion

Stilian Balassopoulov, Chairman of the Bulgarian national council of production
cooperatives, recalled that these types of cooperative were in fact SMES whose history went
back more than 115 years and which were members of the European cooperative alliance.
These cooperatives which produced household goods and provided services also had a social
vocation as most of them employed disabled staff. The law on cooperatives monitored the
double status of owners and workers. However, cooperatives were not used to taking part in
social dialogue. Because of this, they had not signed collective employment contracts. There
were no trade unions for this sector, only a social activity committee elected by the general
meeting. Not having the possibility of taking part in social dialogue was a lack in the
Bulgarian social model and called for attempts to find a solution.

Jean Lapeyre, CESE, tried to distinguish between all the various bipartite, tripartite, even

guadripartite relations, which formed part of social dialogue as such. He said that this attempt
at clarification was the subject of a memo drawn up and signed by Business Europe, the

11
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CEEP and the C.E.S., and that their signatories had submitted the memo to the Laeken
Council in 2001. As for socia dialogue, this was a strictly bipartite affair. He intended to
conclude agreements with the social partners and made a distinction between social relations
which concentrated on negotiations or those which were merely consultation. A second
comment: the social level was the weak link, what was missing from socia dialogue. Trade
unions were organised at local, national, confederal and European level but the absence of the
sectorial level in most of the countries especialy in the new Member States prevented the
emergence of an industrial policy with a regulatory effect on a whole range of structural
reforms. When a dominant industry disappeared, there was a great risk that it would be
replaced by an economic and social wasteland. The C.E.S. should try to strengthen the role of
the European and national federations. How could we manage the 800 European works
councils with such low levels of employment and rather limited means? In the current weak
state where these federations were on the decrease, sectorial socia dialogue was entirely
dependent on the good will of the employers federations without any commitment with
regard to the employers confederation itself.

Antonio M ar ques, of the Portuguese trade union, was concerned about the meaning given to
fiscal reforms introduced by Bulgaria. It had reduced the level of tax on products and, since
2008, had introduced a fixed rate of 18% on all income. It was difficult not to see in these two
approaches anything other than a step towards fiscal competition in Europe. It was in
particular necessary to highlight the choice of the Bulgarians in favour of non-progressive
income tax. Wasn't this type of initiative by nature aimed at weakening the European social
model and, more generally, socia protection in Europe?

Michael Whittall, a researcher at the Munich Institute, had four questions to ask: were there
any figures giving a more exact idea of the extent and role of the works councils? The two last
speakers were representatives of two multinationals, one French and the other Belgian, so
didn’t this mean that their view of the role of the works councils might be somewhat biased?
To the extent that the European works councils could be an effective means of exporting the
idea of the European social model, didn’t they think that expanding transactional companies
into the new Member States would perhaps be the best way of exporting the European social
model ? Lastly, how did the works council operate in Bulgaria?

Luben Tomev, Director of the Institute for Social Studies and Trade Unions at the CITUB,
gave an overview of some back stepping in fiscal reform, which occurred at the beginning of
the year, and which was trandated by the introduction of a 10% proportiona tax on all
income. Some employees, who had up till then, not been subject to income tax because of
their low income, had seen their disposable income reduced by 10%. Not a single trade union,
in Bulgaria or elsewhere in Europe, would be capable of supporting such a decision.
Furthermore, it was shocking to note that this reform had been put in place by a Socialist
dominated coalition government. It was therefore understandable that the social partners
would have two opposed reactions to this matter: the employers’ organisations had approved
of it while the unions were against it. That said, if the statistics for the first two months of the
year were to be believed, tax returns on income tax of physical persons had increased by 15%.
This did not mean, however, that this would apply to the whole year.

Téodor Dechev — Vice President of the Economic Initiative Union, as the employers
representative, returned to the subject of proportional tax. The view of employers was a
nuanced one. In the beginning, his organisation was against the suspension of the minimum
tax exemption level but had supported the principle of proportiona tax. The question of
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finding the means to compensate the loss of income for poorly paid workers had been raised.
All the employers' organisations had asked companies to take compensatory measures. This
joint approach had been crowned with success even going beyond expectations. The problem
was not a matter of greater or lesser compensation for poorly paid workers but was related to
the general low level of salaries in Bulgaria which was much too low compared to levels and
standards pertaining in Europe.

Dicran Tébéian — Vice President of the Bulgarian Chamber of Trade and Industry, came
back to the question of tax reform. According to Eurostat statistics, the highest growth levels
per capita had been recorded in those countries which had introduced proportional tax, e.g. the
Baltic republics, Slovakia and Romania. Regarding Bulgaria, it was much too early to discuss
proportional tax as it had only been introduced a few months ago. With regard to the
comparison of the low levels of tax on companies in eastern Europe compared to the high
levels in western countries, this did not take account of the lagging behind of those countries
and the need for faster development and integration of the east European countries into the
EU. Maintaining low levels of tax was a necessity in order to speed up economic
development and, as a consequence, to improve the social dimension. Faster economic
development was a means of adopting social standards at a quicker pace.

J-L. Moynot asked two questions: Firstly, he wanted to know how Udo Rehfeldt had made an
analysis of the competition between the European works councils and the trade union
organisations. Secondly, in Bulgaria, did the elected representatives of employees have right
of recourse to the services of outside experts?

Answers

Klaus Mehrens spoke of the great tradition of the cooperative movement in Germany. After a
long decline, there had been a certain rebirth of socially-inclined cooperative structures which
were not predisposed to play the game of competition on the market. This was the reason for
the need for bipartite socia dialogue which was aimed at creating socia protection
mechanisms which were indispensable for the survival of such structures. Here lay the
challenge of a genuine public policy.

Udo Rehfeldt noted a certain reticence on the part of employers when it came to the
expression ‘social dialogue’ which did not stop them from accepting what Jean Lapeyre had
proposed on this subject. Regarding collective bargaining, it was not only legal but also
sociological. He felt a distinction should be made between collective bargaining at national
and European level and those at sectorial, interprofessional or corporate level. In any case, it
was the European Commission that designated the social partners.

Concerning the question of any competition between the European works councils and the
trade unions, according to Udo Rehfeldt both were acceptable to take part in negotiations.
This was also a case of sociological legitimacy as the trade unions had neither the means nor
the personnel to follow all negotiations at European level by transactional companies. There
had been cases where European works councils had led the negotiations and others where
both parties had taken part, for example, in the case of restructuring by General Motors.

K. Mehrens said the reason why cooperation between the European works council of General

Motors and the European Metal-working Federation had been so easy was that the Secretary
General was also a member of the executive board of General Motors. The reason why the
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European works councils understood the concerns of employees better could be found in the
inability of the European unions to instigate collective bargaining on behaf of employees
with European employers’ associations which had categorically refused to take part.

AneliaDimovaand Angel Trizlov remarked that the specia group set up at Solvay Sodi could
not be regarded as a works council.

Stilian Balassopoulov emphasised the importance of this type of organisation, i.e. the
cooperatives and on the need for them to have a system of employee representatives as was
the case in Bulgaria.

Enzo Avanzi, CEEP Italy, briefly suggested a few subjects to be discussed at the next
conference: social dialogue vis-&vis public services or the involvement of employees of
public services in social dialogue. He highlighted the close link between social dialogue and
the quality of democracy.

Eva Berde, an economic researcher at a Hungarian university, wanted to emphasise the
importance of making a distinction between the security associated with certain jobs and the
job security inherent in provisions on access to employment. In other words, job security as a
consequence of an effective employment policy.

Udo Rehfeldt came back to the question of the public services which in fact covered two
different categories. On the one hand, services which were assured by public bodies and
which had a strong historical link and on the other, those that had a public function which was
national in scope and not at all European. There was till the matter on how to organise
national and regional public functions at European level.

Dimitar Manolov, Vice President of Podkrepa, mentioned the deficit on current accounts
which had increased considerably in Bulgaria in recent years without being able to blame this
on the effects of the financial crisis. This negative commercia balance was actually linked to
the fact that Bulgarian companies were not able to make quality products which could
compete on the European market. The new Bulgarian capitalism was criminal in nature and
awash with dishonest practices which were only gradually disappearing. With regard to the
introduction of proportional tax, it corresponded, and was why it was introduced, to a policy
of fiscal dumping the first result of which would be to increase the wealth of the nouveaux
riches. The latter, rather than investing in production, preferred to spend their money on forms
of ostentatious consumption such as luxury houses, cars and yachts.

Lako Dulevski, Chairman of the Economic and Social Committee, was pleased to have taken
part in such an interesting discussion. Questions raised by the introduction of proportional
taxation, the world economic crisis, etc. everyone in the room, the socia partners in
particular, had a chance to express their opinion. Some of them, employers and trade
unionists, had expressed their differences on the probable effects of tax reform. This was a
subject that had resulted in a very lively discussion within the Economic and Social
Committee of Bulgaria which was looking for a common position on the tax issue based on
in-depth analysis. However, this discussion at least had enabled them to get on board and had
allowed them to proceed to a new evaluation of positions and arguments put forward. Within
one year, when sufficient information and results had been gathered, the ESC would raise the
subject again and proceed to undertake a new analysis. It was in any case the right moment
for the ESC to take this type of initiative so that it could better define the nature of the
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problems and specific issues that Bulgaria was confronted. There was also the problem of
retirement pensions. At one time, Bulgaria had more retired people than people paying social
security contributions. However, once the details of the problem were known, the social
partners had reached a consensus on how to reform the pension system. Not everything had
been settled in this matter but the social partners knew that they could contribute to solutions
by actively participating in social dialogue. Currently, the files concerning sectorial,
information and consultation aspects were still being discussed. It was clear that legidlative
adjustments would be necessary at both national and European level. The initiatives of the
French Presidency of the EU were therefore eagerly awaited.

Conclusions

Pierre Héritier had noted that many biennial participants had shown concern about
maintaining links that such meetings had produced and which made them sustainable. The
enlargement of the EU to new member states showed that the process of catching up was
operating with more efficiency and quicker than the experts had thought whatever the plans
for growth, productivity, standard of living, etc. Moreover, such catching up could not occur
without enormous changes whose collateral effects on the social plan would only be accepted
if they were accompanied by training and the setting up of provisions to facilitate various
forms of mobility. All thiswould be possible if in addition to the required funding, a genuine
culture of negotiation could be set in motion. In this respect, certain contributions to the
present conference gave the impression that bipartism might be on the way out. Some fields
which in the past had been governed by contractual bargaining were now the subject of
intervention by the public authorities.

Another question: What about Europe within globalisation? It could work for the laying down
of regulations applicable to exchanges especially social bargaining. However, the aim of the
game was as always, according to the Lasaire doctrine, the establishment of cooperative rules.
Within this framework, the question of social dumping and fiscal competition could be raised
again. There had to be conciliation between those nations that were catching up and a long-
term vision. While they agreed with the suggestion put forward by Klaus Mehrens, the
Lasaire team also thought that incomes and social achievements should develop in line with
increases in productivity. If every country would agree to an increase in wages and social
contributions in line with increases in productivity, this would contribute to the cooperative
aspect stimulating job creation and consolidating social systems.

Globalisation had also highlighted our great economic, technological and cultural dependence
on the USA. A striking example of this dependence was the adoption by the EU of standards
compatible with American ones, the effects of which on the social aspects of companies
would be enormous, starting with the incompatibility of these standards with regard to
information and social consultation procedures characteristic of European companies.
Respecting these procedures would mean contradicting the demands of shareholders. Another
sign of this dependence on the American economy was the dollar being undervalued
compared to the Euro which would explain some industrial relocation. However, even more
serious were the consequences of the current financial crisis which had started in the USA.
While it might well end in an American recession, it would inevitably lead to a decrease in
overall demand. In addition, the American financial crisis might also result in completely
opaque financia products contaminated by the sub-prime crisis.

15



A LASAIRE 9TH BIENNIAL Sofiaseminar 11 April 2008

In order to confront these uncertainties, it should be noted the policy of the European Central
Bank should be used to benefit the economy and sustainable development and not the other
way round. With thisin mind, genuine governance of the Euro zone should be introduced, i.e.
setting up joint policies in the field of research, innovation, industrial development or
establishing akind of ECSC for energy. For instance, if this spirit of cooperation had inspired
the directors of the EDF, they would have taken the opportunity to question the status of their
enterprise by proposing the creation of an energy unit on a European scale.

Generally speaking, the social partners and more particularly the trade unions needed to
establish their legitimacy in those areas where their role is obvious. Moreover, where
negotiations were taking place, the importance of the level of the branch should be underlined
especially as employers would be tempted to fail to recognise this especially when it came to
transnational negotiations. In addition, the territory itself would become particularly pertinent
from where it would be possible to reflect on industrial strategy, production and the
distribution of innovation in the SMEs including training and professional mobility. While it
was true that in a world where companies had the tendency to change their fields of activities
constantly, where professional identity was disappearing, territory had become increasingly a
source of identification.

In conclusion, Pierre Héritier spoke of the strike which had broken out in the DACIA
factories in Romania. He saw this as a sign that in Europe there were social forces which
should not be discouraged. Europe could only find its role if the social partners, aware of
today’ s redlities and of what was at stake and acting together with politicians, could come up
with appropriate responses to the inevitable consequences of runaway globalisation. The
feeling of powerlessness was the source of all danger. The workers at the Dacia plant did not
back down but showed that collective action could still be used to change situations.

16



A L ASAIRE 9TH BIENNIAL Sofiaseminar 11 April 2008






