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Abstract
This paper assesses the impact of Europeanisation on domestic policy concertation in small European States, understood as close collaboration of governments, trade unions and employers in the elaboration of policies. In order to assess the causal relationship between European integration and policy concertation, we compare labour market reforms in three countries (Austria, Belgium and Switzerland) across two policy sectors: one where the EU factor is strong (the opening of labour markets for the new EU member states that joined in 2004) and one where it is relatively weak (reforms of unemployment compensation) in order to control for the impact of Europeanisation. Results show that even though European integration does have an impact on policy procedures, it can also foster corporatist compromises through different causal paths (notably through the formation of cross-class interest coalitions). European integration influences concertation in a sometimes counterintuitive way both within and across countries.
Introduction

European integration has often been believed to undermine policy concertation as a process whereby the state, business and labour closely cooperate with each other in the elaboration of policy (Compston 1998). In particular, the EU’s market-making impetus constitutes an important challenge for countries in which corporatist arrangements played an important role in economic regulation, such as the small European economies analysed in Peter Katzenstein’s (1985) Small States in World Markets. These countries displayed strong patterns of cooperation between the state, labour and capital, notably in setting up policies whose goal was to mediate the domestic impacts of economic openness. As in other coordinated market economies (CMEs), this was mainly done through non-market arrangements, like coordinated wage bargaining or pro-active social policies (Hall & Soskice 2001).

In many respects, European integration in both its economic and political dimensions can be understood as a disturbing factor for those patterns of cooperation and policies. Firstly, corporatist arrangements have been strongly challenged by the dynamic of negative integration in the EU (Scharpf 1999). The recent decisions of the ECJ on the cases of Laval, Viking and Rüffert provide good examples of the process whereby EU rules can challenge national corporatism: if foreign companies can post their workers in a country without having to comply with local collective labour agreements by virtue of EU competition rules, there is no incentive anymore for local companies to comply with them either. Secondly, the development of a system of ‘multi-level decision-making’ and the thereby resulting shift of power from national to supranational arenas potentially restrains access to decision-making for interest groups (Grande 1996). In the aftermath of the Single European Act, Streeck and Schmitter (1991) already foresaw the end of “national corporatism” and the emergence of “transnational pluralism” along with the fading off of national decision-making arenas as pertinent loci of power. 

Yet, national corporatism does not seem to have disappeared as a result of deepened European integration. A recent strand of literature even emphasises the persistence and re-emergence of corporatist coordination even in countries that did not display institutional preconditions for corporatism (Avdagic 2008; Baccaro & Simoni 2008; Baccaro 2003; Schmitter & Grote 1997). In contradiction with former predictions, the emergence of these new forms of corporatism has been said – amongst others – to be caused by the EU. Social pacts were for instance set up to respond to the political and economic constraints set in the framework of the Economic and Monetary Union (Fajertag & Pochet 2000; Hancke & Rhodes 2005).

One problem is that the impact of the EU is entangled in a variety of other processes that may have an impact on corporatism, like changes in the structure of employment, social heterogeneisation, or “globalisation” in its diverse forms. Hence, it is difficult to assess the causal link between European integration (independent variable) and the persistence or decline of corporatist policy concertation (dependent variable). In order to overcome these problems, this article adopts a comparative research design across countries and policy areas. More precisely, it compares patterns of social partner involvement in labour market reform in a domain where the EU factor is strong (free movement of workers from new EU member states) and another where it is relatively weak (reforms of unemployment benefits). A set of hypotheses as to the impact of European integration are tested in three European states (Austria, Belgium and Switzerland) where corporatist policymaking has traditionally played a predominant role in labour market reforms.  The next section first operationalises corporatist policy concertation in the context of small European states, and then outlines a set of propositions regarding the impact of European integration thereon. The empirical section presents six case studies of labour market reforms, and the conclusion discusses the pertinence of existing frameworks to grasp the impact of European integration on corporatist policymaking. 

1. Theory: Domestic corporatism and European integration 

1.1 Policy Concertation in Small European States

Almost twenty-five years ago, Peter Katzenstein (1985) highlighted the strategies adopted by small European states to cope with international economic interdependence: external laissez-faire combined with domestic intervention. The countries he analysed (Austria, Switzerland, the Netherlands, Sweden, Norway, Denmark and Belgium) displayed specific patterns of policymaking (termed democratic corporatism) characterised by strong cooperation between the social partners and the state in the elaboration of social and economic policies on the one hand (policy concertation), and strongly institutionalised structures of interest intermediation on the other (related to wage bargaining, mainly). According to Katzenstein, policy concertation was essentially a result of the functional pressures induced by the international environment. Because of the small size of their domestic markets, small European states could not rely on protectionist strategies and had to rely rather on exports to ensure economic growth, which made them vulnerable towards international economic turbulences. This common situation of vulnerability shared by employers and unions alike led these actors to avoid open conflicts and find compromises in order to stay competitive on world markets. This was mainly done by coupling economic openness and external laissez-faire with domestic policy activism through compensation policies (active welfare protection, income guarantees, active labour market measures) that were supposed to balance the effects of free trade.

Regarding their form, compensation policies, and public policies in general, were elaborated through close collaboration between the state, employers and trade unions in the framework of corporatist policy concertation, defined as a mode of policymaking in which representatives of the state, unions and business are “involved in the making of decisions that are ultimately the exclusive province of the state, in particular decisions on the contents of legislation, regulations and administrative orders” (Berger & Compston 2002: 4; see also Lehmbruch 1984). More concretely, policy concertation corresponds to an ideal-type policymaking process which comprises (1) policy procedures: social partners are consulted and actively participate in the elaboration of legislative proposals before they are submitted to parliament; (2) conflict management: compromises are found by continuous processes of bargaining, mutual concessions and logrolling, and are backed by all participating actors; (3) such jointly elaborated legislative proposals are supported in parliament without major modifications, in virtue of either organisational links between organised interests and political parties, or executive dominance over parliament, especially in systems with high party discipline.

Regarding the content of those policies, corporatism was not similar in all small countries, and economic adjustment strategies varied according to different power configurations at the domestic level. Some countries termed liberal corporatist were characterised by powerful and centralised business organisations, with a strong international focus and fragmented labour movements (Switzerland, the Netherlands, and Belgium). Others, namely social corporatist countries, displayed a strong labour movement and fragmented business organisations with a rather domestic focus (Austria, Norway, Denmark; Sweden as a limit-case) (Katzenstein 1985: 104ff.). The capacity of adaptation of social- and liberal-corporatist countries was thought to vary: liberal corporatism was thought to adapt more quickly and pro-actively to international economic change, mainly because it opted for private responses, whereas social corporatism favoured public responses. In relation to this, the extent of state intervention in the economy also differed significantly between social and liberal corporatist countries, as exemplified by the contrasting cases of Austria and Switzerland. Whereas an important part of the industrial sector, and almost all services industries were, in one way or another, in public hands in Austria, public ownership in Switzerland was non-existent outside public utilities like posts telecoms, electricity, railways (Katzenstein 1985; Müller 2006: 3). This specific feature, as will be argued below, is susceptible to play a discriminating role in the persistence or decline of policy concertation in the face of European integration.

1.2 Europeanisation and Domestic Policy Concertation: Hypotheses

If the characteristics of domestic governance in small European states have been – at least partly – shaped by external economic factors since their early phase of industrialisation, European integration has significantly changed the nature of those external influences. European integration involves both a much deeper level of economic integration and a stronger institutional dimension, notably in terms of political and judicial constraints, than “mere” economic internationalisation (Beyeler 2003: 160). In the past, the room for manoeuvre of small open economies in social and economic policies could be determined by possible sanctions of disinvestment or capital flight; this certainly represented a set of constraints on domestic policymaking, but did not formally hamper possibilities of domestic compensation. Even with higher production costs linked to compensation strategies, small states could still stay competitive in  certain number of niche markets requiring specific skills. National states remained sovereign in deciding which strategies they could opt for. 

European integration, though, does constrain policymaking to a much more important extent within its member states. The scope of EU legislation is much wider than that of any other international organisation, EU law precedes domestic law in its areas of jurisdiction, and rulings of the ECJ have a constraining value. With the loosening of the unanimity rule in the last institutional reforms in the EU, it has become more likely for member states to have to adopt legislation against their preferences (Beyeler 2003: 160). Most importantly, the room of manoeuvre of member states for any issue regarding the four freedoms within the single market (freedom of movement of goods, capital, workers and services) is severely restrained by EU competition law. Some of the existing “compensation strategies” adopted by small states, notably those of social corporatist countries focusing on public strategies, may no longer be possible. Regarding policymaking procedures as such, European integration can also be understood as a redistribution of resources between domestic actors, which may impact on domestic policy concertation. Below, I outline a set of theoretical propositions as to this possible impact, that shall then be tested in the empirical analysis. Whereas the first two (rival) hypotheses predict differences across Europeanised and non-Europeanised policy sectors, the third predicts differences across social and liberal corporatist countries.

1.2.1 Liberal intergovernmentalism vs. domestic policy concertation

In an intergovernmentalist framework, European integration can be understood as a process of redistribution of political resources that essentially benefits national executives to the detriment of other domestic actors, like parliaments and interest groups (Grande 1996; Moravcsik 1994). In this perspective, European integration essentially undermines domestic policy concertation by decreasing incentives for governments to engage in jointly elaborated solutions with the social partners. Since executives generally enjoy a monopoly of representation of national interests in international negotiations (within the Council), they allow them to “cut slack” vis-à-vis domestic political constraints. By shifting decision-making processes from the national to the supranational arena, they can increase their margin of manoeuvre and loosen the pressure of domestic interest groups, who only enjoy limited access to supranational arenas. They can then come back to the domestic level and present European policies as imposed by more powerful countries, thereby shifting the blame to other actors (“paradox of weakness”) (Grande 1996). This may be especially pertinent for small countries, whose bargaining power in international negotiations is generally smaller.

Institutional channels of policymaking in Europeanised domains are generally more closed – similarly to foreign policy – than in “domestic” social and economic policies, in which organised interests may enjoy privileged access to responsible ministries. Moreover, European integration increases the control of the executive over domestic policies because the outcome of international negotiations cannot usually be amended at the domestic level; proposed solutions must be ratified or rejected within specific time deadlines, and costs of re-negotiation are much higher than for strictly domestic policy deals. Drawing on this, Europeanisation is likely to undermine corporatist policy concertation by increasing the asymmetry of power between actors who are involved in two-level games (mainly national executives) on the one hand, and other domestic actors on the other. In “Europeanised” domains that involve multi-level decision-making, one should therefore observe weaker policy concertation and the occurrence of more unilateral decision-making by the executive.

Hypothesis 1: Europeanisation strengthens governments and leads to more government-centred patterns of policymaking; policy concertation is weaker in Europeanised domains than in domestic policy domains

1.2.2 The EU as a strengthening factor for domestic corporatism

From another starting point, Katzenstein (2003: 23) argues that the processes he highlighted to explain concertation procedures in small European states in the 1970s are still at work at present, and may even have been reinforced by Europeanisation. Recent research on the emergence of social pacts and coordinated wage bargaining in many European countries in the 1990s provides examples of how the set of external economic constraints imposed by the EU may foster domestic coordination between the state, employers and trade unions. In order to qualify for joining the Euro area to be realised in 2002, countries had to meet fairly stringent economic criteria in terms of inflation, public debts and monetary stability, which put a great amount of pressures to reform in some countries. In order to meet those criteria, for instance achieve wage moderation to contain inflation, proceed to cuts in public spending or increase revenues to reduce deficits and debts, many governments opted for negotiated strategies rather than unilateral action which could be met by strong resistance. The collaboration of trade unions and employers as central veto players in these domains was required (Fajertag & Pochet 2000; Hancke & Rhodes 2005).

Another mechanism more inspired by a logic of “institutional isomorphism” may foster corporatist policymaking at the domestic level. Schmidt (2006) argues that the EU’s “semi-pluralist” policymaking process affects domestic styles of policymaking in a different way in statist and corporatist countries. Since – contrary to the assumptions of the intergovernmentalist approach outlined above – organised interests enjoy reasonable access to policy formulation at the EU level, Europeanisation tends to open up policymaking to organised interests at the domestic level as well in a more corporatist way. Empirical examples of this process may be found in the implementation of EU social policy, in which clear guidelines as to the involvement of social partners are formulated (Falkner et al. 2005). In this perspective, one should observe stronger involvement of social partners in policymaking in Europeanised policy domains – at least in those where there was social partner participation at EU level – than in domestic domains.

Hypothesis 2: Policy concertation is stronger in Europeanised policy domains than in strictly domestic issues.

1.2.3 Different types of corporatism, different paths for sectoral policy concertation

According to Katzenstein, corporatist countries that are dominated by business interests are more prone to change than countries dominated by strong unions. The former do so by adopting offensive strategies (foreign investment, outsourcing), whereas social-corporatist countries rather adopt defensive strategies using public means. In the context of European integration, the bulk of which consists in measures of “negative integration” whose aim is to extend market mechanisms to an ever greater number of domains, it may be reasonable to expect liberal corporatism to be more resilient to the EU’s liberal impetus than social corporatism. Firstly, social corporatist countries have opted to a much more important extent for public intervention as a compensation strategy for international economic turbulences, which conflicts to a more important extent with EU free market rules. There is therefore a greater potential of conflict, and a greater risk of decline of policy concertation in social corporatist countries because of existing policies and institutions. Secondly, policy concertation is harder to conduct with strong and oppositional unions, because the intrinsically liberal orientation of negative integration conflicts to a greater extent with the social principles that strong unions champion. Hence, policy concertation can be thought to be easier to maintain in countries where unions are moderate and/or weak than in countries where they are strong (Baccaro & Lim 2007)
. 

Hypothesis 3: In general, policy concertation is less challenged in liberal corporatist than in social corporatist countries

2. Methods and Cases

The empirical test of the hypotheses above relies upon detailed case studies of six labour market policy reforms in three small European states. We adopt a policy sector-based comparative design to control for the effects of the two independent variables under scrutiny – Europeanisation and type of corporatism – on the persistence or decline of policy concertation. Indeed, a major methodological problem in much of Europeanisation research is the lack of control cases, so that it is difficult to assess if observed phenomena are really caused by the EU or by other hidden independent variables (Haverland 2006)
. In order to overcome this problem, the present analysis compares a policy sector where the constraining role of the EU on policymaking is strong (labour market opening towards workers of member states that joined in the 2004 enlargement) and another where it is weak (reforms of unemployment insurance and benefits). In doing this, it is assumed that policy sectors constitute relatively autonomous arenas, that can display different patterns of politics. 

Regarding the Europeanised case, the regulation of free movement of  workers from new EU member states provides a good case in which implementation is constraining, but still allows some room for manoeuvre at the domestic level. It is a prominent example of negative integration in the EU, the integration of labour markets at the EU level being one of the pillars of the Single Market project. After the enlargement of 2004, the main point was not to decide whether the workers from these countries could come and work freely in Western Europe, but when and how they could do so. Hence, each EU country was allowed to set up restriction on free movement during a transitional period of seven years after enlargement (Krings 2009). Moreover, they remained free to set up a (non-discriminatory) regulatory framework to prevent wage and social dumping. The “Europeanised” decision-making processes investigated here precisely address the elaboration of the regulation of access for Eastern workers to the labour market of the three countries, and to what extent social partners were involved in those decisions.

Control cases include reforms of unemployment compensation. Broadly speaking, reforms in this area have been dominated by the “activation” agenda, that is, increasing requirements for entitlement to unemployment benefits, and increasing incentives for the unemployed to get back in employment (Clasen 2000; Clegg 2007). There are certainly European initiatives in this domain, notably through the Open Method of Coordination and the broad framework of the European Employment Strategy (EES), but the EU’s influence is much weaker in terms of formal structures of decision and enforcement than in the “strongly Europeanised” case analysed here. There are very few binding principles at the EU level that constrain policymaking in this domain because of the reluctance of many member states towards social harmonisation. The content and form of reforms so far have been more determined by specific domestic agendas, and economic and financial conditions than by direct European constraints. If broad ideological European influence may exist, the institutional context of policymaking, through which Europeanisation is operationalised here, is significantly different.

The chosen countries are Austria, Belgium and Switzerland. These countries were originally included in Katzenstein’s original study. Corporatist policymaking has played an important role in labour market policy, and they figure prominently as corporatist countries (strongly or moderately) in comparative analyses which focus on their structural dimension (Siaroff 1999). Degrees of institutionalisation of corporatism vary across countries, Austria certainly displaying the most achieved corporatist framework of policymaking: membership in peak organisations is compulsory, and the formal consultation of social partners is compulsory  while drafting legislation. Switzerland and Belgium display somewhat lower levels of institutionalisation, but social partners in those countries definitely appear important in policymaking. Most importantly, the case selection aims at providing a variance across countries with regard to the type of corporatism (social/liberal): Austria is a case of social corporatism and Switzerland and Belgium are cases of liberal corporatism. Besides this, Austria and Belgium are members of the EU whereas Switzerland is not, in spite of having established a set of bilateral agreements with the EU – notably on the free movement of workers – that make it functionally a member at least in those policy areas. When it comes to the political process, Switzerland can therefore be considered as a control-case for EU membership.

The case study analysis draws upon process tracing analysis of 6 policy reforms in these 3 countries. Data has been gathered though extensive analysis of official documents, the press, as well as 42 interviews conducted between March 2007 and October 2008 with policymakers, political parties, trade unions and employer associations officials (see appendix). Due to the type of empirical data that such an analysis requires (Checkel 2005), a focused comparison between a limited number of cases has been preferred to a more wide-range comparison.

· Table 1 over here –

3. Case Study analysis

3.1 EU Enlargement and Free Movement of Workers

With the notable exception of Switzerland, where this issue was highly debated and was elaborated through a comprehensive corporatist procedure, the domestic application of the transitional measures on free movement of workers generally followed a light procedure through simple amendments to the legislation on foreign labour employment, in spite of the fact that it was a highly debated issue in all analysed cases. In Belgium and Switzerland, labour market opening was coupled with domestic regulation measures designed to prevent wage dumping, that were elaborated through more “concertative” channels than the procedure of labour market opening alone. In all three countries, however, there was a basic consensus between trade unions and at least some segments of employers to limit entry of workers of NMS into their respective labour markets.

3.1.1 Austria: EU-Enlargement Adaptation Law (2004)

Because of the geographical proximity of Austria vis-à-vis accession countries, the issue of free movement of workers and potential threats of wage dumping has been a issue of constant concern amongst Austrian trade unions and employers even before the start of the accession process. Even though foreign labour from eastern European countries had already constituted a significant proportion of the Austrian workforce for decades, the full opening of the labour market for accession countries was believed to be an important threat for Austrian wages, high levels of social protection, and highly regulated labour market. A broad consensus, also demonstrated by opinion polls, emerged around the idea of strongly limiting the entry of eastern workers on the Austrian labour market.

As early as 1996, claims within the trade union movement demanded that the issue of free movement of workers be put at the centre of any future negotiation on EU enlargement, more precisely through the use of appropriate transitional periods and criteria regarding the convergence of eastern economies with EU 15 standards. In the beginning, trade unions subjected their approval to the realisation of free movement only when wages in accession standards would reach 80% of the Austrian average. When negotiations started, both trade unions and employers were closely involved in the elaboration of the Austrian position in the enlargement process, that consisted in asking the longest possible transitional period for the realisation of free movement. There was a relatively wide consensus on this issue also from the side of employers and their peak association, the Wirtschaftskammer. As put forward by Katzenstein, business interests in Austria are dominated by SMEs, who notably constitute a majority of members of the peak association Wirtschaftskammer, whose membership is compulsory. These small businesses were notably very much afraid of cheaper competition from both independent workers and posted workers from new EU member states, who could benefit from market opening (Heschl 2008). They therefore also favoured strict restrictions on this issue. The fringe of bigger companies Industriellenvereinigung did not totally share this view, but could not constitute a counterpoint in this area. In any case, both trade unions and employers were deeply involved in the negotiation process in the framework of a policy compromise, and the agreement on a 2+3+2 model in the enlargement treaty, also strongly championed by Germany, was considered to be a victory for Austrian social partners.

The domestic application of the transitional arrangements was adopted just before EU enlargement took effect (Osterreichisches Parlament 2004). The effective use of the transitional arrangements at the domestic level was subjected to a fairly light procedure regarding corporatist concertation; time pressures also did not leave much room for negotiation. Some specific dispositions introduced by the conservatives/FPÖ coalition regarding the employment of seasonal workers from the EU 8 were met by criticism from trade unions and social democrats alike, including a certain number of trade union officials. In Parliament, social democrats even voted against the law because of those dispositions. This, however, did not challenge the broad consensus shared by trade unions, employers and government regarding the necessity to keep the Austrian labour mostly closed for new EU member states.

3.1.2 Belgium: Royal decree on the employment of foreign workers (2004)

Although Belgium did not display such a prominent role as Austria in achieving a transitional period in the enlargement process, in a context of high unemployment, there was also a relative consensus on the necessity to apply limitations on free movement after EU Enlargement (Royaume de Belgique 2004). Limitations were notably favoured by both trade unions keen on favouring local jobseekers before cheap foreign labour to fill vacancies, and SMEs that were afraid of unfair competition. The decision to use the transitional arrangement was adopted though a royal decree not submitted to Parliament, and with very light consultation of the social partners through a tripartite council on foreign labour employment. This question gained more prominence on the political agenda in 2005 and 2006. The issue of wage dumping through the posting of workers and potential gaps in Belgian legislation became a subject of concern amongst the media and trade unions. Whereas some employers argued for a full opening of the labour market as a way to fight illegal work, the stance amongst trade unions was to increase sanctions for faulty employers and enhance resources devoted to labour inspection. When it came to deciding to keep or lift the limitations on free movement, the Government chose to maintain them and in parallel, elaborate a set of measures to prevent cases of wage dumping related to free movement in domestic legislation. The realisation of a certain number of guarantees in this domain were considered to be a condition for full free movement of workers to come into effect.

As a whole, fairly light policy concertation procedures were conducted in the Belgian case, at least with regard to the formal issue of labour market opening. However, the set of measures elaborated on a domestic basis to cope with risks of social and wage dumping were elaborated through more “normal” policy procedures with extensive consultation of the social partners. 

3.1.3 Switzerland: Extension of Free Movement of Workers and Flanking Measures (2004)

Despite not being a member of the EU, Switzerland has concluded a series of bilateral agreements with the EU on a number of issues, including the free movement of workers (Afonso & Maggetti 2006; Dupont & Sciarini 2006). This latter issue has been one of the most debated in the relations between Switzerland and the EU because of the enduring wage differentials between Switzerland and neighbouring countries. Already when it came to opening the Swiss labour market to workers from the EU15, extensive concertation procedures took place between the government, employers and trade unions (Fischer et al. 2002). In Switzerland, any piece of legislation accepted in Parliament may be challenged in a popular referendum if 50’000 voters wish so. Trade unions in particular assumed a pivotal role in the perspective of a popular referendum, especially given that the strongest party in Switzerland in terms of votes, the Schweizerische Volkspartei was opposed to any sort of opening of the Swiss labour market for EU workers, and would also support the “no” in a referendum. The situation was very similar when it came to extending the free movement of workers also for the EU 8; the EU did not want Switzerland to handle differently old and new member states, and a protocol of extension was agreed between Switzerland and the EU on a long transitional period aligned on that demanded by Austria and Germany.

In both cases, that is labour market opening for the EU15 and then to the EU8, a strongly corporatist policy procedure was used in order to come up with a project supported by both employers and trade unions in the face of a potential referendum. This was mainly achieved through coupling labour market opening with a set of domestic “flanking measures” aimed at preventing risks of wages dumping: a lightening of formal requirements for the extension of collective labour agreements in cases of observed wage dumping, a new law on posted workers and an increase in the resources devoted to labour market inspection (Conseil Fédéral 2004a; Conseil Fédéral 2004b). This series of measures came up as the result of intense bargaining between employers and trade unions in the framework of a working group set up by the State Secretariat for Economics. In this case, external pressures, coupled with the referendum threat, proved to be a strong incentive for domestic concertation. An overall rejection of the bilateral agreements by the Swiss people would have been extremely damageable for Swiss business, that is extremely dependent on exports to EU countries. After a consensus was built amongst social partners, the project was accepted by all major parties in Parliament but the SVP, that also supported the referendum launched against the agreement. In Parliament, an alliance between the left and representatives of SMEs that were afraid of increased competition from cheaper foreign competitors even managed to introduce further protection measures, for instance regarding “bogus” self-employed workers. Although it was challenged in the referendum supported by the SVP, it was eventually accepted by a majority of Swiss voters.

3.2 Unemployment compensation

Unemployment compensation reform displayed more “classical” corporatist features than the Europeanised case in Belgium and Austria, whereas the other way round was true in Switzerland. Despite an alleged decline of corporatism in Austria, the reform of conditions applicable to jobseekers was elaborated through comprehensive concertation and compromise with the social partners. This was also the case to some extent in Belgium. In Switzerland, even though concertation was sought, compromises could not be found due a to a series of factors, notably the stronger role of Parliament and the growing influence of the radical right, that champions a tougher welfare state retrenchment agenda.

3.2.1 Austria: Labour Market Reform Law (2004)

With the accession to power of a new coalition gathering conservatives and the populist FPÖ after a decade of grand coalition between conservatives and social democrats, a new policy agenda focusing on financial equilibrium and the fight of “abuses” in social protection emerged in Austria. A significant number of reforms in social and economic policymaking were conducted notably by bypassing traditional corporatist channels (Obinger & Talos 2006). In the domain of unemployment compensation, the Minister of Economics and Employment Mr Bartenstein (ÖVP) proposed a number of reforms after its accession to power, the most important of which being a reform of the Zumutbarkeitsbestimmungen, that is, the criteria that define the “acceptability” of jobs proposed to recipients of unemployment benefits by the public employment service. If an unemployed person refuses to take up a job considered acceptable, she may be subjected to sanctions in terms of cuts in weekly allowances. An important element of those criteria was the “job protection” clause, that stipulated that jobseekers may not be obliged to take up a job outside their initial domain of qualification. Mr Bartenstein proposed that these criteria be softened so that, for instance, an unemployed mechanic could be possibly obliged to take up a job as a gardener. This was supposed to improve the correspondence between available vacancies and jobseekers.

From the outset, this initiative was met by heavy criticism from trade unions, notably because of the de-qualification processes it would foster, whereas employers were favourable to even tougher measures of control. The ministry successively set up two tripartite workgroups to find a compromise on the reform of acceptation criteria, and negotiations between the ministry and social partners spread over nearly two years. In the end, a compromise was found on the softening of the job protection criteria complemented by the introduction of a wage guarantee, which did not exist so far, and the introduction of an individual “monitoring plan” for jobseekers (Österreichisches Parlament 2004). Hence, jobseekers may be obliged to accept a job outside their sphere of qualification, but this other job must be paid at least 80% of their previous income. This was considered an acceptable compromise by both trade unions and employers, and was supported by both social democrats and ruling parties in Parliament. Only the Greens did refuse it, denouncing the greater pressures and punishments towards the unemployed. In this case, corporatist policymaking persisted despite a generally unfavourable political environment. After a period of marginalisation of social partners in policymaking during the FPÖ/ÖVP coalition, corporatist procedures came back in some domains where unilateral policymaking was considered inefficient. This proved to be even more the case in the new  SPÖ/ÖVP coalition that came to office in 2006, during which social partners acted as “mediators” between the two ruling parties, that entertained a fairly conflictual relationship.

3.2.2 Belgium: Jobseeking Activation Plan (2004)

In Belgium, the duration of unemployment benefits is not limited in time, and attempts to enhance control over the unemployed to get them back in employment have had high prominence in a country where unemployment has been notoriously high in the last decades, especially in the Walloon region. A reform to increase control over the unemployed was notably launched under the auspices of the liberal/socialist coalition that accessed to power in 2003 (EIRO 2004). The reform project presented at the beginning of 2004 by the Flemish socialist minister for employment and pensions, Mr. Frank Vandenbroucke, proposed a new monitoring plan for unemployment benefit recipients in the framework of which they should prove they have been “actively seeking work” in interviews set at regular intervals and beginning after 18 months of unemployment, and agree on concrete steps they should undertake to get back in employment (Faniel 2005: 135-136). If recipients of unemployment benefits fail to convince officials of the public employment agency that they have adequately sought work, their allowances may be suspended or cut altogether if they refuse to sign their monitoring plan.

After it was drafted, the project was amended in the council of ministers to exclude older workers, which was a request of the French-speaking socialists. Whereas it was supported by the liberal trade union CGSLB, the Christian trade union CSC and the socialist FGTB – despite the fact that the plan was drafted by a (Flemish) socialist minister – strongly criticised the plan, denouncing enhanced control and a lack of resources devoted to the monitoring part of it. Although they did not refuse the plan altogether, trade unions proposed a detailed set of amendments that should be made for the plan to become acceptable, notably by changing the balance from control and sanctions to more pro-active measures. After a number of protest actions were conducted, the Minister met the social partners to discuss amendments to the plan. In February 2004, the Minister declared that an agreement has been reached, and some modifications were introduced without changing the overall philosophy of the reform (Faniel 2005: 140). The national directions of trade unions endorsed the plan, although they criticised some elements that they still considered problematic, by emphasising the modifications that had been achieved as a result of concertation procedures with the ministry. 

In the Walloon region, however, the local sections of the two biggest trade union federations demonstrated against the plan, denouncing its sanctioning elements towards the unemployed. A cross-organisational platform called “stop the unemployed hunt” was even constituted to call for the withdrawal of the plan. It gathered many French-speaking sections of the biggest trade unions, but not the national structures, thereby revealing the heterogeneity of preferences on this issue within the trade union movement.

3.2.3 Switzerland: third revision of unemployment insurance law (2002)

Corporatist policymaking in welfare state reform has come under strain in Switzerland in recent years, due to a series of evolutions like increasing ideological polarization between the social partners, the emergence of new “post-materialist” social demands, and increasing media coverage which disrupts the secrecy on which corporatist negotiations drew upon (Haeusermann et al. 2004). The most recent reform of unemployment compensation in this country also provides evidence of the declining role of corporatist policymaking, notably because of the increasing influence of the national-populist SVP in Parliament and its strong retrenchment agenda.

As a result of a period of economic stagnation in the 1990s, the Swiss unemployment compensation fund faced important deficits and debts because the low contribution levels were set for periods of low unemployment: up to the end of the 1980s, Switzerland was in a situation of full employment, and a compulsory unemployment insurance scheme was only introduced in 1982. However, when unemployment increased to unprecedented levels since the beginning of the 1990s, emergency provisional measures were enforced in the second half of the decade to cope with rising expenses that the existent system of funding alone could not assume: an increase in the contribution rate for all wage-earners, enhanced direct participation of the federal state, and a “solidarity contribution” on high wages. By the end of the decade, the Parliament requested, as part of an encompassing program of “sanitation” of federal finances, a reform in the funding system which would allow the unemployment compensation scheme to stand by itself without tax money (Conseil Fédéral 2001).

A tripartite corporatist working group was set up to elaborate a reform of funding and allowances that would help balance the finances of the unemployment fund, but no broad compromise was found between the social partners, notably because of the stringent mandate given by Parliament. Contributions rates had to be reduced, which meant that allowances would also have to undergo important cuts. The project presented to Parliament foresaw reducing the contribution rate from 3 to 2%, a reduction in the maximum duration of benefits from 520 to 400 days, and an increase in the minimum contribution time for entitlement from 6 to 12 months. All these were perceived as essentially retrenchment measures, although the “solidarity contribution” on high wages was maintained in order to balance the project. In Parliament, a majority led by SVP and conservative MPs even introduced further retrenchment measures against the will of the Government, and suppressed the solidarity contribution. Even though some accommodating measures were brought in for cantons with high unemployment, trade unions opposed the reform and launched a popular referendum against it. They lost it, gathering only 46% of the vote. In sum, the picture of unemployment reform is much more conflictual than in Belgium or Austria.

– Table 2 over here  –

4. Synthesis & Assessment of results

In general, it appears important to differentiate the impact of Europeanisation on two partly distinct dimensions of policy concertation, namely procedure and consensus. Firstly, Europeanisation does make a difference in the extent of domestic concertation procedures, although this impact differs between the member countries Austria and Belgium on the one hand, and Switzerland on the other. Member countries display lighter concertation procedures in the case of free movement of workers than in the case of unemployment compensation. In Austria and Belgium, the use of transitional arrangements was made through simple amendments in the foreign labour employment law; no working group was constituted to bargain on this domain and consultation of social partners was reduced to a minimum. In Belgium, it was made though a royal decree, that is a rather closed policy procedure towards influences outside government. The pace of decision-making was also very quick in both cases – the decision was taken shortly before enlargement became a reality – thereby also reducing opportunities for concertation. The mechanisms outlined by the intergovernmentalist framework regarding institutional procedures have therefore an explanatory value except for the Swiss case, where non-membership allows more room for domestic bargaining. A combination of external and referendum threats and the divisions among bourgeois political parties created by European integration fostered strongly corporatist procedures. The uncertainty linked to the referendum vote, and the threat for economic interests that a rejection of the agreement would entail, prompted the Government to gather a broad base for political support, especially from social partners.  Strong compromise was built and backed by both employers and trade unions. Yet Governmental vulnerability in Switzerland is not directly caused by its non-membership in the EU. It is due to the domestic actor constellation, and to the existence of veto points such as the referendum, that intergovernmentalism pays little attention to (if at all). 

Regarding conflict, our findings rather plead in favour of H2, but not for the reasons suggested by the neo-corporatist literature. In our cases Europeanisation generates new cross-class coalitions that differ from the classic business-labour divide central to the neo-corporatist literature. It appeared that measures of negative European integration may foster alliances between small business and labour that share an interest in the protection of the domestic labour market. Though it is only in Switzerland that formal procedural concertation continued to take place in the face of European integration, in all three countries under scrutiny the outcome was consensual in some way. No kind of governmental leadership such as that emphasised by the literature on the “paradox of weakness” was really observable. However, Mach et al. (2003) found at least such a governmental leadership in cases of economic regulatory policy (competition and liberalisation of utilities) in Switzerland. The comparison of our findings suggests that cross-sectoral variation is indeed contingent on the domestic actor coalitions and power balance. The latter appears then as a crucial condition for the validity of H 1 or H2: the more the national government faces an unfavourable domestic environment and political resistance, the more it will be induced to “Europeanise” its policies through dialogue with the social partners.

As a matter of fact, despite these lighter concertation procedures and a strong conflict potential, the specific issue of labour market opening proved to display a relatively high level of consensus between trade unions and employers, particularly SMEs, because of a convergence of interests on this issue. This can mainly be explained by the two sides of labour market opening as both a threat and opportunity for employers.  On the one hand, it can be perceived as essentially beneficial because it may foster wage moderation by increasing the supply of labour, but it also represents increased competition if foreign companies are allowed to post their workers and ask cheaper prices, for instance in the construction sector (Menz 2003). Hence, in all three countries, there was some convergence of interests amongst trade unions keen on protecting domestic jobs and SMEs keen on protecting the domestic market from foreign competition, notably through the posting of workers. This bears some resemblance with the mechanisms outlined by Katzenstein: in the face of external threats, employers and unions tend to find compromises at the domestic level, in this case in a somewhat protectionist fashion. None of the europeanised cases displayed a situation where the Government tried to impose reforms against the will of both social partners, which tends to indicate that the intergovernmental model tends to overestimate state autonomy vis-à-vis organised interests. On the contrary, it was in domestic domains that state autonomy proved to be the highest, namely in unemployment compensation reform in Switzerland and in Belgium, where policy reforms where conducted against the will of trade unions, or at least part of them. No cross-class compromises could be observed in this domain, and the configuration of interests is more clear-cut between employers and employees.

Finally social or liberal corporatism do not really make a difference here; patterns of persistence or decline of policy concertation are linked to elements unrelated to the type of corporatism. Whereas theory would predict a higher degree of conflict and challenges to concertation in Austria, the strong role of SMEs and their convergence of interests with unions precisely tended to decrease conflict. Interestingly, the characterisation of social and liberal corporatist countries based on the respective strength of domestic and international business is challenged here, since domestic business proved equally powerful in the three countries under scrutiny. The differentiation between those two models might therefore no longer be as pertinent, as all countries have evolved towards a more liberal model of political economy. For the persistence of corporatist concertation and the setting up of compromises, it seems that the degree of institutionalisation of corporatist structures and the broader politico-institutional context play a more important role. In Austria and to a lesser extent in Belgium, corporatist concertation was observed in non-europeanised cases, whereas it was challenged – especially in Parliament – in Switzerland. To some extent, this is also due to different systems of executive-legislative relations. Whereas compromises found between social partners and the Government are generally supported in Parliament in Austria and Belgium in virtue of strong party discipline, the Swiss Government does not hold such a great level of control over Parliament. This allows bigger channels for the contestation of corporatist arrangements by parties, even if they are also represented in Government.

Conclusion

A comparative analysis of labour market reforms across strongly and weakly Europeanised policy domains has allowed to assess the intricate effects of European integration on corporatist policymaking in a fairly fine-grained way. Firstly, at the level of formal procedures, Europeanisation seems to deploy its effects differently in member and non-members, although the way in which it impacts on a non-member is counterintuitive. Procedures tend to be less inclusive and less corporatist in Europeanised domains in member states, but more inclusive and more corporatist in a non-member. By contrast, corporatist policymaking on strictly domestic issues in this non-member, Switzerland, tends to fade off. Secondly, regarding the degree of conflict between social partners, European integration seems to foster compromises, thereby providing evidence that the mechanisms highlighted by Katzenstein are still at work today. However, this specific configuration of interests is closely linked to the issue under scrutiny here, and it remains to see if other domains involving mechanisms of liberalisation in the EU display similar patterns. 
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Tables and Figures

Table 1: Comparative research design

	
	Liberal Corporatism (weak/fragmented unions, strong international business)
	Social Corporatism (strong/centralised unions, domestic business)

	
	Non-EU Member : Switzerland
	EU Member : Belgium
	EU member : Austria

	Europeanisation

	strong
	Extension of free movement of workers to EU 8 and “flanking measures” (2004)
	Royal decree on EU enlargement (2004)
	EU enlargement adaptation law (2004)

	
	weak
	3rd revision of unemployment insurance law (2002)
	Unemployed follow-up and monitoring Plan (2004)
	Labour Market Reform Law (2004)


Table 2: Overview of results

	
	Austria
	Belgium
	Switzerland

	Policy Area
	EU-Enlargement Adaptation Law


	Labour Market Reform Law


	Royal decree on the employment of foreign workers


	Jobseeking Activation Plan


	Extension of Free Movement of Workers and Flanking Measures


	third revision of unemployment insurance law



	Concertation procedures
	light
	comprehensive
	light
	medium
	comprehensive
	comprehensive

	Compromise between social partners
	medium
	strong
	medium
	medium
	strong
	weak

	Role of Parliament
	consent
	consent
	not consulted
	not consulted
	consent
	strong/challenging


� A previous version of this paper was presented at the ECPR Joint sessions of workshops, Lisbon, 19-24 April 2009. The authors are very grateful to the research assistance of Stéphanie Andrey, Florian Robyr and Ursign Hoffmann for data collection, as well as to the NCCR democracy for financial support.


� For quite similar reasons, in domestic cases we expect that measures of welfare state retrenchment will generate less opposition and thus disrupt less the functioning of the corporatist system in liberal than in social corporatist countries. In liberal corporatism the overall power balance is more favourable to welfare state retrenchment, while in social corporatist countries path dependency favours the defence of vested interests against social policy reform.


� If one adopts a hard logic of inference such as that proposed by King, Keohane and Verba �ADDIN BEC{-King et al., 1994, #793}�(1994)�, one can argue that the causal effect of Europeanisation cannot be proven if cases where the EU variable is absent (cases of non-europeanisation) are not included in the analysis: if the same outcome is observed in both cases of Europeanisation and non-Europeanisation, the causal value of the EU can be strongly relativised.
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