Restructuring and Public
Policy in “Social Europe:

An Overview

n this issue of Perspectives, we

present three contributions from

an international research project on

corporate restructuring after the fi-
nancial crisis. How can firms restructure
themselves in a socially responsible way?
Which public policies can effectively buf-
fer the effect of an economic downturn
on workers? Coordinated by the Centre
for Employment Relations Innovation
and Change (CERIC) at Leeds University
and funded by the World Universities
Network, teams from thirteen countries
are exploring various aspects of restruc-
turing in the current crisis.

The articles focus on Europe. Al-
though most European countries have
more generous welfare states and stron-
ger unions than the United States, Euro-
pean Union (EU) policymakers constant-
ly extol the virtues of globalization and
flexibility. The free movement of labor,
capital, goods, and services is fundamen-
tal to the project of Europe. However,
the EU is reluctant to intervene in areas
of social protection. Instead it provides
“benchmarks” and “advisory toolkits”
to inform governments, trade unionists,
and managers negotiating change.'

Restructuring in the Recession

The articles examine restructuring in the
context of a severe recession. In the twen-
ty-seven countries that comprise the Eu-
ropean Union, 2.5 million jobs were lost
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in 2008 and the first quarter of 2009.% In
November 2009, the unemployment rate
stood at 9.5 percent, varying between 3.9
per cent in the Netherlands and 19.4 per
cent in Spain. While most of the EU-27
has technically moved out of recession,
growth remains sluggish, and unemploy-
ment continues to rise.

What kinds of jobs have been lost,
how, and in which countries? The Eu-
ropean Restructuring Monitor (ERM)
is a database of announced episodes
of restructuring—plant closures, mass
layoffs, offshoring, etc.—based mostly
on news reports. Although the ERM un-
derestimates the true extent of job loss,
it is helpful for mapping job losses. In
terms of industry, for example, it shows
that manufacturing suffered more from
the downturn than services, despite high-
profile mass layoffs at banks. The biggest
loser, however, was construction; the col-
lapse of the Spanish building sector alone
wiped out three-quarters of a million
jobs.3

Table 1 breaks down job losses and
gains by type. Reported job gains out-
numbered losses in 2007, but from 2008
onward, this trend reversed itself. Losses
outnumbered gains in 2008 by a factor
of 1.89 and in 2009 by 3.17. The main
form of restructuring has been “internal
retrenchment,” although losses due to

corporate bankruptcy and closure more
than doubled.
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Table 1: Employment effect by type of restructuring
in EU-27 and Norway 2007-2010

2007 2008 2009 2010 (1st qtr)

Losses  Gains Losses Gains Losses  Gains Losses  Gains
Business expansion 428364 267898 205 196807 150 28126
Internal restructuring 219581 10812 360467 8163 459115 4998 51940 0
Bankruptcy/ closure 59791 430 117204 150 140926 220 18320 0
Offshoring 21963 40 16136 0 25097 0 3384 0
Merger/ acquisition 16948 69183 25772 1840 13245 480 275 0
Relocation 7517 1260 3448 100 3661 190 0 0
Outsourcing 5256 95 1720 0 585 0 0 0
Other 320 0 2127 595 1863 600 1000 0
TOTAL 331376 510184 526874 278746 644697 203295 75069 28126
Net gain/loss 17880 —248128 —441402 —46943

Source: authors’ analysis of ERM

Table 2 disaggregates these data by  the highest levels of job losses were also
those posting the highest levels of job
creation, with Poland and the UK rank-

ing first and second, respectively, in 2008

country. The United Kingdom has been
the most severely affected by large clo-
sure announcements, ranking first for job
loss during 2008, 2009, and early 2010,
with 263,488 job losses. The other large
countries—France, Germany, and Italy—
also ranked highly, as did the Eastern
economies of the Czech Republic, Po-

and 2009.* However, losses outstripped
gains in these countries by a margin of at
least 2:1.

Adjustment Supports for Workers

land, and Romania, and in Scandinavia,
Sweden. Those countries experiencing

Despite its severity, there is consensus
that the effects of the crisis on employ-
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ment have been blunted by “adjustment
supports” for workers.’ As Valeria Pulig-
nano and Vera Trappmann explain, such
measures can take a “passive” form,
such as early retirement, or an “active”
form to support job seekers. Unions,
management, and government play an
important role in these policies. Of par-
ticular importance are instruments to
prevent layoffs, ranging from concession
bargaining to various forms of “internal
flexibilization,” such as working-time ac-
counts or (often government-subsidized)
short-time working arrangements.
Although such supports are usually
legislated at the national level, Chris
Forde and Robert MacKenzie describe
a recent EU initiative to promote them.
The European Globalization Fund (EGF)
provides EU member states with up to
€500m a year for active measures in in-
stances of large-scale job loss. The EGF
moneys, however, cannot be spent with-
out applications from member states,
and the fund is far from fully subscribed.
Despite significant cases of large-scale



Table 2: Countries experiencing greatest announced job loss 2008-2010

2008 EU rank
United Kingdom 114673 1
France 95624 2
Germany 69990 3
Sweden 31722 4
Italy 29211 5
Czech Republic 24314 6
Poland 22736 7
Romania 20370 8
Netherlands 12690 10
Belgium 9349 14
Ireland 8139 15

2009 EUrank 2010 (1stQtr)  EU rank
130411 1 18404 1
78908 2 1804 "
61965 4 11060 3
20092 10 2539 8
30600 6 1955 10
34196 5 3880 6
70493 3 6270 4
22845 8 14129 2
29812 7 1170 12
20407 9 5127 5
19077 " 2560 7

Source: Authors’ calculations from ERM; Note: top 8 countries are selected from each year.

restructuring, the UK government has
not applied for funding; the French, Ger-
man, and Italian governments, however,
have used it. While the EU is willing to
provide funding streams to promote so-
cial protection, it is reluctant to mandate
such measures.

Liberalization of the Market

Market liberalization, by contrast, is dic-
tated by Europe. Nathan Lillie shows,
in his analysis of the “posted work-
ers directive,” that the EU is much
more effective at promoting the free
movement of workers across national
boundaries than protecting these work-
ers. When contractors buy in labor—
most commonly in construction—the
directive stipulates how national gov-
ernments can protect these workers.
While national governments are allowed
to enforce statutory minimum labor
standards, they can still fall foul of
open-market rules when they support
(additional gains secured via) collective
bargaining. In the Rueffert decision, for
example, the European Court of Justice
(EC]J) struck down Lower Saxony’s law
mandating union rates on public works
projects. Lillie shows how this and other
recent EC]J rulings enable employers to
use international subcontracting and la-

bor migration to create low-wage zones
in high-wage countries.

These three articles show that the
state, unions, and employer associations
matter in buffering the effects of crisis
on workers. However, they also illus-
trate the challenges the social partners
face in protecting workers and their
jobs in the face of the crisis. Time will
tell how long the label “social Europe”
will persist; research will tell whether it
remains justified.
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