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Note on Sour ces and the Use of Data

This paper, of necessity given its remit, covers a vast range of social issues. The data it uses
are drawn in the main from standard European Commission and OECD analyses: annual DG
Employment and Social Affairs publications such as the Social Situation in Europe report, the
Employment in Europe report, the Industrial Relations in Europe report and the Joint Council
and Commission reports on Social Inclusion; DG ECFIN analyses of social issues such as the
impact of ageing on public expenditure; DG Education and Culture reports on comparative
educational outcomes; DG SANCO studies of health issues; Eurobarometer surveys and
OECD studies such as Society at a Glance, Health at a Glance and Pensions at a Glance. We
have tried where possible to verify the use of these standard sources within the Commission.
References are only included where the paper refers to studies by particular academics, think
tanks or institutes based in Member States.

Given the breadth of the topic — and the purpose to stimulate debate and discussion — the
paper cannot be comprehensive in its analysis. There is bound to be generalisation. While
space limitations prevent an accurate description of the situation in each Member State, EU
averages disguise the social reality of Europe’s diversity: so the paper singles out particular
Member States, not because their position is necessarily exceptional or even less open to
criticism, but in order to highlight facts that the Bureau of European Policy Advisers (BEPA)
believes will prove interesting to the reader.

The Bureau of European Policy Advisers (BEPA) is a Directorate General of the European
Commission which mission is to provide timely, informed, policy and political advice to the
President and Commission Services on issues relevant to the President's agenda and the future
of policies in the Union. BEPA aims to produce research and policy analysis up to high
professional standards, contributing to effective communication not only within the
Commission and the EU Institutions but also with academia, markets and the public in
general. Its work concentrates on the early (strategic) stage of the policy cycle, thereby
contributing to shaping policy options in the medium and long run.
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INTRODUCTION

How can the social well-being of all Europe’s citizens be best advanced within a globalising
world?

This question should be at the heart of everything the EU and its Member States do. Public
policy imperatives, such as ‘Growth and Jobs, the Lisbon strategy, and the drive for greater
competitiveness are not ends in themselves — but means to an end - the well-being of
European citizens. Citizens may not have a precise definition of what they mean by well-
being, but the broad concept that well-being embraces something more than the material
living standards that our societies as awhole achieve, iswell understood.

The conventional view is that greater economic openness drives the innovation and
productivity growth that in turn creates the jobs and prosperity on which well-being and a
better quality of life ultimately depend. But in recent years it has become clear that a
significant number of European citizens see globalisation, liberalisation and the drive for
greater competitiveness as much as a threat to their well-being as a facilitator of it. Why
should this be so? What is at the root of the insecurities that people feel and which result in
resistance to openness and a reluctance to face economic change with confidence?

That is why the European Commission came to the view in the first half of 2006 that the
complex dynamics of socia change within our societies need to be analysed afresh in order to
strengthen Europe’s response to globalisation. In its May 2006 Communication '‘An Agenda
for European citizens the Commission proposed a 'socia reality check' to prepare the
ground for a forward looking agenda for access and solidarity. In June 2006 the European
Council supported that approach, inviting the Commission to take stock of the social
situation in the Union, with a particular emphasis on questions of 'access and opportunity’.
This reflects an increasingly accepted view that whereas society cannot guarantee equal
outcomes for its citizens, equal opportunity is a weak goal unless accompanied by strong
efforts to ensure that al citizens have access to the resources, conditions and capabilities that
make theoretical equality of opportunity real and meaningful.

This BEPA Consultation Paper is the Commission’s first step in responding to the Council’s
request to launch a debate on Europe's social redlity. It is not a usual stakeholder consultation,
nor does it seek views on a specific policy or regulatory initiative. It is not a debate about the
'social acquis, the body of social policy legislation which is in force. It is not a formal
Commission paper representing a settled College view: rather it aims to provoke discussion
and open awide-ranging debate on a broad canvass of issues.

There is no presumption that prescriptive policy conclusions will be drawn. The only
assumption underlying the exercise is that for al Europe's diversity, the challenges that our
societies face are sufficiently common to make it worthwhile to embark on Europe-wide
debate about them, drawing on comparisons of Member State experience.

This paper examines first the main drivers behind the socia transformations in European
societies in the past generation. For the founding Member States this is the period since the
end of the post war 'trentes glorieuses™ when growth slowed and in several, unemployment

1 Jean Fourastie: 'L es trentes glorieuses: ou La Revolution invisible de 1946 a 1975'. Paris, Fayard. (1979)
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became a significant problem. For the ten New Member States that joined the EU in 2004,
particularly the eight former Communist countries, (referred to in this paper by the shorthand
of the EU8 and EU10), together with Bulgaria and Romania joining in January 2007, thisis
the dramatic and at times traumatic period of transition and enlargement. For the so-called
'‘Cohesion Four', (Ireland, Spain, Portugal and Greece), it marks a period of transformation
from relative backwardness to rapid modernisation. For the UK it covers the period from the
sharp break with the post war consensus in the early 1980s that ended British economic
decline though at some lasting social cost. For Northern Europeans, economic crisis at the end
of the 1980s led to outstanding growth performance and a revival of interest in the Nordic
Social Modd.

The paper looks at common patterns in these contrasting experiences and how social changes
can be assessed against benchmarks of well-being. It then attempts to open a debate about
some of the key factors that contribute to well-being — such as economic opportunity, the
changing nature of work, the challenges of the ageing society, demography and new patterns
of family life, poverty and inequality, the barriers to good health and social mobility, quality
of life, crime and anti-social behaviour, and diversity and multiculturalism.

The aim of this exercise in exploring Europe's socia reality is to build a new consensus on
the common social challenges facing Europeans. It is to strengthen the partnership between
the European Union and its Member States in the delivery of the Lisbon Growth and Jobs
Strategy. The focus however is self consciously social, not socio-economic. The competence
and responsibility for action in most of the areas discussed in this paper lies with Member
States, not the EU. Open-ended analysis of socia trends and cataloguing social ‘problems’ can
of course raise expectations of wide-ranging action. Therefore issues such as the citizens
willingness to pay, the requirements of competitiveness and fiscal discipline and the
constraints on what public policies can achieve cannot be ignored.

However, it isin a spirit of genuine open-endedness that the Commission, through launching
this BEPA paper, seeks views on the implications of social trends and the identification and
assessment of the factors contributing to well-being in Europe.

1 TRENDS: HOW EUROPEAN SOCIETIESARE CHANGING

Can we discern common trends in the way European societies are heading? Does
globalisation herald a change of pace or direction? Will these changes improve or worsen
citizens access to the opportunities that enable them to fulfil their individual potential and in
what ways?

There is of course great diversity, often as much within as between Member States. However,
all Member States face common challenges such as demography, increased ethnic and cultural
diversity, and an individualisation of values. All EU Member States are relatively open
societies shaped by the global forces of modern capitalism and world wide cultural trends.
The relatively well developed societies of the EU15 al have to face up to the multi-varied
challenges of affluence, but for the post Communist new Member States the economic and
social transformation under way is even greater as aresult of the dramatic reality of transition.
In al our societies, including the post Communist ones, there is a growing cultural gap
between ‘cosmopolitans who can be portrayed as the winners from current economic, social
and cultura trends; and those left behind by economic change and industrial restructuring
who often see their traditional communities, values and ways of life as under threat.
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Globalisation is the frame of reference that defines the modern purpose of the European
Union. It focuses attention on critical issues such as trade policy, the rise of Asia, and climate
change, as well as how in a world of mass migration, cross border crime and terrorism,
Europe can combine openness with security. These are issues where the European Union has
akey roleto play if Europe sresponse isto be effective.

The European Union has a long experience in dealing with these types of challenges. From
the Common Market through the Single Market to the single currency, the EU has
strengthened the dynamic forces of economic change and restructuring. But equally the EU
has made a substantial difference to the European 'quality of life' across a whole range of
issues. The EU’s social commitments to employment rights, social dialogue, gender equality
and action against all forms of discrimination together with the leading role it has played on
environmental questions and consumer protection are both consequence and cause of social
transformation in Europe. The EU has consolidated democracy across Europe through
enlargement, as dramatic a transformation in our time as Franco German reconciliation for a
previous generation. It has greatly expanded the scope of individual freedom to live, work and
travel. To illustrate, there are now thought to be more French citizens living in Britain,
somewhere between 300,000 and 400,000, as opposed to some 300,000 British citizens living
in France (excluding second home owners). Many are attracted to work in London, which as
the EU’ s leading financial centre, has become as much a European as a cosmopolitan city. A
2005 Eurobarometer study on mobility in the EU showed that amost 15% of European
citizens, especially Northern Europeans, are thinking of spending their retirement in a
Member State other than their own.?

But, it would be inaccurate to say European societies today have been shaped primarily by
globalisation. Europe's socia reality is more complex. True in the past generation, our
societies have undergone rapid change, but it is a myth to believe in a timeless 'European
social model' which has now been subject to a 'globalisation shock'. Globalisation may be
accentuating some key trends. the disappearance of traditional industrial jobs (in conjunction
with the impact of new technology and the emergence of new consumer demands as our
societies get richer)®; the requirement for a highly educated society able to develop the talents
of al its citizens to the full; the emergence of striking new geographic and income inequalities
as the fortunes of 'winners and 'losers diverge; the imperative of designing a more
environmentally sustainable economy to ensure that Europe's long term energy needs are met
and tackle the looming threats of climate change; and the challenge to the benefits of
openness from the problems of mismanaged migration and failed integration. As traditional
communities erode and our societies become more diverse, feelings of insecurity grow, fear of
crime increases and questions of identity and citizenship come in question.

Socia change has however in the main been internally driven. Europe’s rapid trajectory to a
post industrial knowledge and service economy is transforming the nature of work and
social class divisions as well as the conditions of access to economic opportunity, the extent
of social mobility and the incidence of poverty and inequality. The achievement of mass
affluence and the process of economic moder nisation have profoundly shaped values, as
we see in the trend to individualisation, new patterns of family life, the changing position of
women in society, the rise of post-material concerns and the new challenges of democratic

2 Barbara Gerstenberger, ‘The Growth Potential of the Silver Economy'. European Foundation for the Improvement of Living and Working Conditions, (2005).
Belessiotis Tassos, Mattias Levin, Reinhilde Veugelers 'EU Competitiveness and Industrial Location' BEPA (September 2005). This study concluded that the
impact input of outsourcing appears to be limited in scope, especially as compared to other shocks that affect the European economy such as technological

w

change'.
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engagement. But this individualisation often goes side by side with an increased yearning for
a more socially cohesive and socially responsible society, as well as the high value put by
people on quality of life issues such as clean air, clean water and environmental security
which are seen as fundamentals that matter as much, if not more to people than material
affluence. Radical demographic change is seen in declining fertility and longer life
expectancy raising issues of social and economic sustainability, new and diverse housing
demands, work life balance in dual earner households, gender equality in who shares the
burden of care and equity between the generations. The rise of the citizen as consumer is
changing the way we think about issues such as choice in housing and public services,
individual responsibility for one's health, the management of waste and recycling, food safety
and quality, while other concerns such as ethical consumption and community empowerment
emerge. There is no evidence of a lessening of citizens' concerns with public issues, but
participation and trust in traditional forms of politics and citizen engagement is generaly in
decline. The development of the welfare state, itself a social and political response to the
industrial age, has in turn reshaped life opportunities for tens of millions in our societies, as
well as arguably changing incentives and creating new dependencies from which individuals
can find it difficult to escape. Welfare states have been shown to contain complex dynamics
of their own that are slow to work through our societies and difficult to change.

Europeans cannot therefore 'blame’ globalisation for the social challenges of our times.
However some fear that the capacity of Member States individually to respond to these
challenges may be constrained as a result of globalisation, for example as a result of tax
competition and other factors potentialy driving 'a race to the bottom'. There are clearly
issues that pertain to the possible role for the European Union in responding to these social
challenges and the place of legidation, budgetary intervention and social dialogue at
European level. These issues will inevitably form part of the ensuing debate.

1.1. The transition to a post- industrial knowledge and service economy

At the end of the Second World War, despite the importance of manufacturing in output and
employment, much of European society was still pre-industrial®. In 2006 the most advanced
Member States are rapidly becoming post industrial, as Chart 1 shows, with manufacturing
accounting for less than a fifth of employment in the EU25 as a whole. Service jobs account
for more than two thirds of all jobs. Between 2000 and 2004 over eight million new service
jobs were created in the EU 25, while employment fell in industry (down 1.7 million) and
agriculture (down 1.1 million). Thistrend is as clear in the New Member States as the old: the
biggest job growth in Poland has recently been in the property and business services sectors.

In the EU15 workforce, in 2005 just over 40% was employed in 'knowledge based' sectors as
defined by Eurostat (high to medium tech manufacturing plus knowledge based services),
with Sweden reaching the highest level (54%) and Portugal the lowest (26%). Against the
EU15 average, Spain was at 32%, Italy at 37%, France at 43%, and Germany at 44% and the
UK at 50%.

4 See Tony Judt, Post War. A History of Europe Since 1945. Penguin Books. 2006. In France a third of people still worked on the land. In Southern Europe the
numbers were far higher.
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The trend to the knowledge and service economy has gathered pace in the last decade as
Table 1 demonstrates. In the EU15 job growth over the last ten years in knowledge based
sectors (at 23.9%) comfortably outstripped the rest of the economy (at 5.7%)°.

These changes in economic structure are resulting in new occupational divisions® :

o At least half of existing jobs demand a high level of cognitive and/or personal
skills. A quarter of all jobs demand advanced qualifications in IT and the
proportion is rising fast. Yet one third of the existing workforce has very few
skillsand onein six young people are still leaving school without qualifications.

e The growth of new types of skilled job is matched by a large number of service
jobs in cafes, hotels, shops, supermarkets, and filling stations as well as public
service jobs such as hospital porters and care workers. Women are heavily
represented in this low skilled service sector as well as among routine office jobs
and over a quarter work part- time. While generally among women with part time
jobs, job satisfaction is high (with many in particular valuing the social contact
that work brings and the potential for better work life balance), there are issues
concerning the gender pay gap, fewer opportunities for training and career
progression, weaker job tenure and reduced access to social benefits which lead to
gender segmentation in the labour market that denies equal opportunity.

e The position of the unskilled — particularly men — is generally worsening, above
al in areas of manufacturing industry decline. There are jobs available for the
unskilled — but sometimes not in the right place, not with same protections and not
jobs that some men feel able or comfortable to do as they require face-to-face
socia skills outside the traditional experience of thelr immediate communities.
Rates of unemployment are higher than for the better educated. An exception
might be some very tight local labour markets where demand for unskilled labour
is still high and there is now debate about the impact of migration in filling it. But
even here, there are high risks of the low skilled ending up on a carousel of poor
quality jobs with little opportunity for training in new skills, followed by spells of
unemployment’.

These changes largely reflect technological advance and shifts in consumer demand as our
societies have become richer. But some believe that these structural shifts also reflect changes
in the nature of modern capitalism that are far less benign or socially neutral. Some express
serious concerns about the changing nature of business and the responsibilities it acceptsto its
workforce®. In the heyday of mass manufacturing, corporatist forms of capitalism, most
notably the Rhineland model, were arguably the most successful. Crudely, labour guaranteed
social peace, while capital offered jobs for life. This enabled firms whose competitive
advantage depended on incremental improvement in product quality to invest in the firm's
human capital through job specific training for their staff. The separation of management

5 The Knowledge Economy in Europe, The Work Foundation, London. (October 2006).
6 See Anthony Giddens, Europein the Global Age. Polity Press. (October 2006).
7 M Eliason and D Storrie 'Lasting or latent scars? Swedish evidence on the long term effects of job displacement’. Journal of Labour Economics (October 2006).

Analysing workers hit by Swedish plant closures, the authors find that displaced workers suffered both substantial losses in earnings and a worsened long term
labour market position compared with others, with a higher likelihood of recurring job loss, with older workers faring the worst. Quoted in Restructuring and
Employment in the EU: Concepts, Measurement and Evidence. European Foundation for the Improvement of Living and Working Conditions (2006).

8 See for instance John Monks, General Secretary of the ETUC, Aneurin Bevan Memorial Lecture: The Challenge of New Capitalism (November 2006)
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from control enabled firms to take a long term view and not be driven by short term profit
performance.

However in the modern world, capital is once again mobile, as it was in the pre-1914 wave of
globalisation. But in addition to capital mobility, the expanding possibilities of global
communication, technology transfer and in particular information technology have enabled
managers to think of organising supply chains in global terms and outsourcing particular
tasks. This is not just a question of delocalising activities that are routine and semiskilled:
developments in globalisation and IT make it feasible to disaggregate tasks and outsource
even highly skilled ones that can be fulfilled cheaply and efficiently in other parts of the
world®. Nonetheless despite these possibilities, there may still be good grounds for companies
continuing to locate where capabilities have been built up over a long period and where
production remains close to 'home’ markets.

Alongside the increased mobility of capital and globalisation of supply chains, in recent times
the market for corporate control is opening the accompanying up the parallel in much of
Europe, focusing managers much more sharply on meeting profit targets. Hedge funds are
seeking to move in on situations where present profitability does not reflect the underlying
value of the firm's assets and new, tighter and financially motivated management teams can
deliver quick results. At the same time competitive advantage has in many sectors shifted
from securing incremental product or service improvement to making a commercial success
of innovation at the technological and knowledge frontier. Also the time horizons for capital
investment have shortened. On this gloomy view, capitalism driven by those new imperatives
increasingly focuses on profit at the expense of job security and long term commitment to its
employees. It is not, it is argued, that there is no alternative, but that financial performance
and personal enrichment have been allowed to displace the values of mutual commitment and
social partnership in the pursuit of enterprise.

However some aspects of recent changes represent an opportunity not a threat. For example
diversification of supply chains has brought new jobs to the EU8 and strengthened the ability
of European companies to compete in global markets, where the success record for many is
outstanding. As for mergers and takeovers, there is no efficiency or social justice argument
for defending the privileges of sleepy managers, sometimes in family firms where the younger
generation has lost active interest in the running of the company. A perfectly logical case can
be made that commercial success in the knowledge and service economy enriches the jobs
many people do because competitiveness depends on less hierarchy, more team working and
higher and more flexible workforce skills than in the old manufacturing economy. Much
depends on individual attitudes to security and risk-taking and that in turn depends on
individuals confidence in their own skills and employability.

Changes in economic structure are altering the pattern of regiona inequalities within the EU.
Cities, are successfully remaking their future as centres of the knowledge economy. Their
economic base is often made up of financial and business services, higher education, and
cultural and sporting activities. Some have developed successful high- tech clusters. US
sociologist, Richard Florida, believes that the differentiating factor in the success of the
modern city is the ability to attract the so-called ‘creative class, who make their living out of
shaping knowledge in one way or another as opposed to carrying out a routine or defined task.

9 One of the best recent discussions of these issuesisin a paper of Richard Baldwin’ s written for the Finnish Presidency. Globalisation : The Great Unbundling(s)
(September 2006) and available on their website.
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However for once prosperous industrial towns, even those situated relatively near these cities,
the story is often different. Towns in regions like Lorraine in France, the Ruhr in Germany
and Lancashire and South Y orkshire in the UK, have lost their old economic backbone and
face difficult challenges of adjustment in discovering a new one. While the income gap
between richer and poorer countries within the EU 15 has substantially narrowed (and has
been spectacularly eliminated in the case of Ireland), the gap between the richest and poorest
regions has widened, even within the EU15. This widening of regional inequalities can of
course in principle coexist with a decrease in individual inequalities as a result of people
moving from poorer to richer regions but the European Union has long recognised through the
Structural Funds, the significance of narrowing regional disparities in the quest for greater
social cohesion.

Enlargement is adding a whole new dimension to regional disparities. Living standards are a
lot lower. Two thirds of the EU 10 live in regions where GDP per head is half or less the EU
15 average. In the whole of Bulgaria and Romania, the average is less than athird. In 2003 the
average net household income in Bulgaria and Romania was still below 300 Euro per month
in purchasing power parity. For the lowest quartile it was about 100 Euro, reflecting high
levels of income inequality in these new Member States™®.

However economic structures in the EU8 are not as different as the crude income gap may
suggest. Many of the new Member States underwent rapid and brutal industriaisation in the
post war era— and they have experienced a painful transition from heavy industry in the last
fifteen years. Standards of education and skill are generally high — higher than in Southern
Europe — and this, with lower wages, has served as a pole of attraction for manufacturing
inward investment. Service employment is somewhat lower than in the EU15, but growing
fast in sectors like hotels and catering. There remain however large numbers of peasant
farmers, especialy in the more populous Poland and Romania, eking out a subsistence living:
for some this has been the only way to survive the economic traumas of transition.

1.2. The Impact of the Welfare State

It is well understood how welfare states insured people against the risks of the industrial age.
But in meeting physical and material needs, they have also profoundly shaped broader life
opportunities in our societies. As the European Commission has argued for some time, social
policy can be a positive productive factor. Insurance against social risks facilitates economic
change. In the United States the fact that too often to lose one’s job is to lose the family’s
entitlement to health insurance is thought to be one of the major reasons behind protectionist
pressures.

The expansion of higher education offers well-attested benefits in terms of increased earning
power, but has also had a profound impact on middle class attitudes. Women are much more
likely to pursue a career if they have a degree. But it also opens intellectual and cultural
horizons, contributing to the 'values shift' that our societies are witnessing.

The abolition of extreme poverty and the availability of comprehensive health care have
contributed to longevity. Pensions and socia insurance have greatly reduced what was once
the scourge of indigence and indignity in old age, though one in six old people, mainly
women, still live in poverty. Older people hold a greater share of overall wealth and income

10 First European Quality of Life Survey in Bulgaria and Romania. European Foundation for the Improvement of Living and Working Conditions. (2006).
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than they did in the past. In the EU 15, the ‘ageing society' means for many at present along
and comfortable retirement.

This has created a major issue of fairness and sustainability between the generations. When
social insurance schemes were first designed, few questioned the sustainability of a ‘pay as
you go' model. A growing young labour force, full employment and limited life expectancy
for the retired appeared to guarantee long term viability. Political debate tended to focus on
the degree of redistribution between rich and poor implied by the contributions and benefits
payable. As the underlying demographic conditions began to change, market liberals began to
press the virtues of switching to ‘funded' schemes and individualised accounts. But in Member
States that introduced such experiments, there were problems with pensions 'mis-selling/,
stock market fluctuations and risk pooling. Most Member States have opted instead for a
process of incremental reforms to ‘pay as you go' systems that involve raising retirement ages,
constraining benefits and increasing contributions. But in order to win political support for
such reforms, those aready in retirement, or near it, have been largely unaffected. Fairness
and equity have been compromised for reasons of understandable political expediency: yet in
some Member States major reforms are still necessary to secure long term sustainability.

The largely universal provision of social benefits (despite some notable gaps such as the
absence of socia provision for single unemployed young people in Italy) has facilitated
personal independence, but it may also have fostered dependence. For example, the provision
of socia benefits for children has reduced the economic costs of relationship breakdown,
particularly for women. The hardships of single parenthood have been addressed and the basic
needs of children, who have no choice over who their parents are, have been better met.

Yet a the same time families, however one defines them, are less 'strong’. Our generous
welfare states ameliorate poverty but are less good at providing access to new opportunity, as
shown in the numbers of long term unemployed, long term sick and disabled and quasi-early
retired in Europe. Some would argue that the welfare system is locking people in a
dependence from which they find it difficult and sometimes impossible to escape.

There has been an inevitable impact on work incentives. Nordic experience suggests that
welfare states can be generous to the unemployed as long as real conditionality is attached to
benefits, which depends on both the quality of a public administration’s ability to pursue
active labour market policies and a culture of social obligation on the individual’s part to find
ajob.

But in many Member States™ generous welfare states successfully ameliorate poverty but are
less good at providing access to new opportunity. Welfare has not been comprehensively
recast from a safety net that cushions failure to a trampoline that enables people to bounce
back from the persona setbacks that life events randomly cause. Too often in the past for
example the socia consequences of industry restructuring have been met by early retirement,
not by re-integrating older workers into the labour market in ways that effectively address
both Europe's 'growth and jobs and demography chalenge. Some Member States have
successfully given priority to active labour market policies based on a strong concept of rights
and responsibilities: this is the great strength of the 'Danish model’, but it does require
sizeable budgetary support and extensive public intervention. In the absence of clear duties
alongside established rights, welfare can foster perceptions that the system is being abused,

11 André Sapir, 'Globalisation and the Reform of European Social Models. Background document for the presentation a8 ECOFIN Informal Meeting in
Manchester, September 2005.
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which in turn undermine the ideas of ‘fairness that underlie the solidarity offered by Europe’s
Social Models. Ideas of fairness are further chalenged by the increasing diversity of our
societies and perceptions (often false or partial) of some groups willingness to work and
alleged abuse of socia benefits.

1.3. The impact of mass affluence

Most EU citizens in middle life would count as affluent by the standards of their parents and
grandparents. This even applies in some New Member States once their economies overcame
the drastic but temporary fal in living standards as a result of transition. On the measures of
achievement that the post war affluent society set for itself — home ownership, car ownership,
central heating, the presence of TVs, fridges and freezers, washing machines and dishwashers
in the home, foreign holidays — most of Europe can boast success.

Mass affluence has widened horizons and expanded life choices. The development of TV
followed by video technologies and in the last fifteen years the mobile phone and internet,
plus the increasing ability to travel freely, broke down the cultural isolation of what were once
closed rural and industrial communities, putting vast acres of information and experience
within reach and exposing people to global influences.

Once the basic needs of consumption were met for the affluent, rising incomes have fuelled
new sets of demands in an increasingly post-materialist society: as consumers, for new
hobbies, organic food, gyms and personal trainers (a sector of very high employment growth),
and persona counselling; in business, for al kinds of consultancy; and in politics for
environmental concerns. This is precisely in line with the predictions of the American
sociologist Maslow and his theorising about how human beings have a ‘hierarchy of needs up
which they advance, once basic material wants are satisfied””. These developments have
driven the demand side of the knowledge economy. Set against this relative material
deprivation for the poor, even in richer Member States, can be real. In 1999 for example,
among lone parents in the UK (though the position has since improved), 1 in 12 could not
afford amain meal every day or aweatherproof coat for each of their children, 1 in 4 adequate
toys and sports gear for them, and 3 out of 4 a one week holiday™.

1.4. The citizen as consumer

In the age of mass affluence, individuals define themselves more by the choices they make
over consumption than their role as producers. They can be both more discerning in their
demands — for example for healthier food or environmentally friendly products — yet at the
same time anxious to demonstrate through their consumption habits, their position and status.
Consumption is so important to people that they are prepared to incur large consumer debtsin
order to sustain it. Debt in 12 of the EU 15 grew from an average 14,322 Euro per person in
2002 to 16,337 in 2004. As a percentage of annua household disposable income, it stands at
over 90%. There is evidence that most of us find the 'hedonic treadmill’ ultimately
unsatisfying and for those who cannot keep up in the consumption race, it seems a source of
stress, accentuating problems of self esteem and feelings of personal failure. So alongside the
explosion of healthy eating fads and diets, gyms and jogging, psycho-socia factors are
thought to be big contributory factors to binge drinking, obesity, and mental illness.

12 Abraham Maslow, ‘A theory of Human Moativation', 1943.
13 Data quoted by John Hills, Inequality and the State, London School of Economicsin the Ralph Miliband Lecture on Inequalities. October 2004.
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Within the family, having children has largelyO become an act of conscious choice. Europe
has entered the era of the 'prized child', raising concerns over issues such as child safety and
sex abuse. Affluence has brought with it a vast new range of childhood toys, games, and
educational activities. These make the relative deprivations of child poverty a serious social
Issue even when basic material needs for food, shelter, clothes and shoes have been met. At
the same time as new problems such as child obesity and attention deficit disorder have
emerged.

The impact of media, marketing and advertising has been a defining feature of social change
in shaping peoples environment, choices and information. In our increasingly deep wired
world, the mediais increasingly intrusive and pervasive. The freedom of individuals, parents,
and young people to make informed choices about what they see, do or purchase is now
enveloped and mediated in a world of continuous and increasingly intrusive commercial
communication. Parents want to choose what their children should see and watch; individuals
to assess the quality and source and selection of information that is now available to them;
marketing is the invisible hand in the life of the consumer. Questions of accountability arise.

15. Gender equality and demographic change

One of the biggest transformations of affluence has been in the position of women. The ideal
of gender equality is till far from being achieved — in terms of equal job opportunities and the
equal sharing of responsibility for childcare between women and men — but nonetheless the
picture is one of considerable advance. Back in the 1950s, new technology began to release
women from the traditional burdens of housework. Today, the time spent preparing meals and
looking after the house has fallen drastically and more men take at least some responsibility,
even though the strains of running a home, caring for children and elderly parents and having
ajob, are for many women still enormous. Nonetheless, the majority of women of working
age (55.7%) now have a paid job, which is true of all Member States except Italy, Poland,
Spain and Malta: in Denmark and Sweden, the employment rate for women is over 70%.
Across the whole EU the gender employment gap continues to narrow and is now around
15%. Over a quarter of women in jobs work part time, but there is much a broader spread of
practice than in the employment rate itself (from a high of 53% in the Netherlands to lows of
10% in Portugal and 11% in Finland)™.

The dua earner household is now the norm. The relative position of the family in terms of
income and status no more depends on the earnings of the ‘'male breadwinner’, but on the
earning power of both partners and the long term stability of their relationship.

Declining fertility has been pretty universal throughout the EU, despite frequently assumed
differences between northern and southern European societies. the north one time largely
Protestant, now highly secular and individualistic; the south Catholic, religious and familial.
Yet it is precisaly in the latter group of countries that women have rebelled most sharply
against having children and their traditional role as mothers — and the conflicts between
having ajob and having afamily are most stark.

Fertility rates have fallen by 45% since the 1960s. In 1960 the EU 15 fertility rate was 2.69.
By 1980 it had fallen to 1.82. In 2000 it was 1.53. In Ireland for example, the fertility rate fell
from 3.2 as late as 1980 to 1.9 in 2000. In the same year, it was only 1.3 in Greece, Italy and

14 The Part Time Pay Penalty, UK Women’'s Equality Unit. Alan Manning and Barbara Petronoglo, Centre for Economic Performance, London School of
Economics.
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Spain. The new Member States have also seen dramatic falls equivalent to Southern Europe
regardless of their levels of secularisation. Here it appears that confidence in the future been
shaken by the economic and socia shocks of transition. In 2003, the EU 25 fertility rate was
an average of 1.48, far below the 2.1 figure estimated to be necessary to sustain the present
level of population (disregarding migration).

In the last twenty years the average age of women’s first marriage rose five years to 28. The
availability of effective contraception has enabled parents to make responsible choices over
whether and when to have children, though there is some evidence that because of economic
pressures, women are not having as many children as they would ideally prefer™™.

We are societies of fewer children and young people and far more retirees. In 1950 40% of
the EU25 population was under 25. By 2000 the figure had fallen to 30% and by 2025 it is
expected to be less than a quarter. By contrast, in 1950, less than 1 in 10 of the population
were over 65. In 2000 the figure was around 1 in 6. By 2025 it will be well on theway to 1 in
4. These figures represent more than numbers. They will have a profound impact on consumer
trends, housing and care needs, social attitudes and political priorities. In all our democracies,
the elderly are most likely to exercise their right to vote.

1.6. Thetrend to individualisation

Most sociologists would agree that mass affluence has led to growing individualisation in
European societies. In the 1950s and 60s the emergence of mass youth culture for the first
time led the trend. It has changed attitudes to authority, the family and what ordinary people
seek out of life. Life was no longer something to be accepted and lived as part of the
collectivity into which one happened to be born — worker or peasant, village or town, church
or religious sect. Expectations of persona self fulfilment have been raised. More people now
see their lives in terms of a persona biography they write for themselves. This is not to say
that people are no longer concerned about 'social cohesion’: on the contrary surveys suggest
that many are, but many have no desire to return to the old conformities of family, class or
religion.

Europe, especially but not only Northern Europe, is alot less religious than the United States.
Only 30% of Europeans attend church regularly; 40% attend solely on special occasions; yet
three quarters till find a religious service appropriate at birth, marriage and death. Over three
quarters of Poles, around two thirds of Irish and over half Italians and Portuguese go to
church at least once a month; fewer than a quarter of Britons, Finns and Latvians do so and
fewer than 1 in 8 Czechs, Danes, Estonians, French and Swedes. However Europe is not as
secularised as many people believe. A significant number of Europeans who are not religious
consider themselves as church members, especially where there are state churches — the
phenomenon of ‘belonging without believing'. But there also Europeans who think of
themselves as religious but who do not go to church.

Some believe that 'the decline of church going since the 1960s can be attributed not only as a
trend to secularisation but also as part of a more general decline of secular institutions such
as political parties, trade unions and organised leisure activities that require ‘ gathering’ on a
regular basis*®. On the other hand there is aweak relationship on a country comparison basis,

15 A Eurobarometer survey of women who have completed fertility concluded that while they had an average of 2.1 children, they would have preferred to have
had 2.3.
16 Theo Schepens, University of Tilburg. Atlas of European Values Ed by Loek Halman, Ruud Luijkx and Marga van Zundert.(2005).
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between Member States where churchgoing remains high and other measures of civic
engagement. Social scientists who have looked into the question of 'social capital' in Europe
observe that civil society tends to be stronger on a North- South, West - East axis. Poles are
Europe’ s most regular church goers, but levels of civic engagement since democratisation are
weak and may have fallen since 1990. The Nordics are poor church attenders, but along with
the Dutch and British are the most actively engaged in one form or another of voluntary
organisation in Europe. This highlights another paradox: voluntary activity is apparently
complementary to awell developed welfare state, not a substitute for it'’.

Individualisation poses a big challenge to democratic engagement. The old political dividing
lines of class and religion are eroding fast. Electoral turnout is in decline in many Member
States, though there is an interesting contrast between the new democracies of Southern
Europe where it remains relatively high and the former Communist Member States where
voting in elections as well as civic engagement is generally low. There are particular concerns
about the level of voter participation among younger people and lower socio-economic groups
which raise difficult questions about the capacities of our political systems to respond to the
social challenges of the new age. There is also a growth of support in many Member States
for parties on the extreme Right and Left of the political spectrum, reflecting rising discontent
with the existing political system and its perceived failure to address popular concerns. The
extremes tend to draw support from people who have been the losers from economic
transition, especially from the old industrial economy to the knowledge and service economy
of today. The trend to individualisation has clearly enlarged persona freedom, but at what
cost, some ask, in terms of values?

The divorce rate has virtually doubled in a single generation. 15% of marriages entered into in
1960 have so far ended in divorce: but this is true of 28% of marriages entered into in 1980.
The pattern of divorce follows more of a 'religious v secular' pattern than that of fertility. The
Member States with the lowest divorce rate in 2003 in rank order were Ireland, Italy, Greece,
Spain, Poland and Slovenia; the Member States with the highest were the Czech Republic,
Lithuania, Estonia, Belgium, Denmark, and the UK.

Marriage is no longer a good indicator of relationship stability (if it ever was). More people
have at some stage lived with a partner without being married. Of the 60s generation, 60% of
Danes and Swedes now in their 50s told the European Social Survey they had at some stage
done so — in contrast to less than 1 in 8 Greeks, Portuguese, Poles and Spaniards and about a
quarter of Brits and Germans.

Couples living together today are increasingly prepared to have children without getting
married first. Over a quarter of children are born outside marriage: ranging from a high of
56% in Sweden (40% plus in Denmark, France, Finland and the UK) to lessthan 1 in 10 in
Italy. However the proportion of Italian births outside marriage has doubled since 1960.

There is much debate about how to interpret these trends. Some scholars take the view for
example that 'rising divorce rates do not reflect a flight from marriage, so much as rising
expectations for satisfaction in marriage'.’® And there is evidence that people are looking for

17 Jerzy Bartkowski and Aleksandra Jasinka-Kania, 'Voluntary Organisations and the Development of Civil Society' in European Values at the Turn of the
Millennium ed by Arts and Halman (2004).
18 Thisis the view of A Skolnick, ‘Change of Heart: Family dynamicsin historical perspective' in Cowan and alii. Family, Self and Society , Laurence Erlbaum
Associates, 1993.
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more from marriage in terms of the quality of relationships with their partners than they might
have been in the past.

Individualisation together with greater occupational and geographic mobility appears to be
weakening the hold of the extended family across Europe:

e The length of children’s dependence on their parents varies according to national
university systems and employment prospects, where sometimes studies can
extend into the early thirties. Only half of children continue to live with their
parents up to the age of 25 and only afifth to the age of 30 across the EU25.

e 1in 8 adults live on their own, even in the prime of life — up by half in two
decades.

e Also, as family structures weaken and divorce become more common, many
grandparents lose contact with their grandchildren. Only a quarter of grandparents
care for grandchildren on a regular basis and haf had not cared for them on a
single occasion in a twelve month period.

Increasingly, many Europeans are tolerant of diverse sexuality and lifestyles. For example
nearly half of the Danes, who came to adulthood in the 60s, 'strongly agree that gays and
lesbians should be free to choose to live as they wish'. The Belgians, Czechs, Dutch, Finns,
French, and Swedes tend to agree. A large majority of Southern Europeans and the Poles do
not.

The European Values Study attempts to measure permissiveness across a wide variety of
dimensions. Homosexuality emerges as a more controversial issue than divorce, euthanasia or
abortion, but there is more tolerance of it than marital infidelity, cheating the tax or benefits
system, drug taking or drunk driving. The Atlas of European Values concludes that
permissive attitudes are not as widespread as some imagine and that there is no evidence this
leads to awider moral decline®®.

The overall conclusion of the Atlas of European Values is that 'the USis not the prototype of
cultural modernisation: it has a much more traditional value system than any other advanced
industrial society’. Rather the study concludes that when it comes to self development and
personal autonomy, Sweden and the Netherlands score the highest: they have advanced the
furthest in the direction of modernisation and post-materialism. 'Europeans do not have to
look over the ocean, but to the North to see their future’®

2. MEASURING EUROPEAN WELL-BEING IN THE POST INDUSTRIAL AGE

Subjective analyses suggest high levels of life satisfaction in Europe as Chart 2 shows. The
April 2006 Eurobarometer found that 81% of EU25 citizens express themselves as satisfied
with their lives, as against 19% who were not. Surveys of life satisfaction regularly show the
highest levels to satisfaction to be with the family, home, socia life and relationships with
friends and colleagues. But satisfaction with neighbourhood, health and job are only dlightly
behind.

19 Atlas of European Values.op cit. p 108.
20 Op cit, Page 128.
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Life satisfaction is highest in Denmark, Luxembourg, Sweden, the Netherlands and Ireland. In
the EU 15t islowest in Greece, Italy and Portugal. It is significantly lower in the former East
Germany compared to the West; and in the New Member States, thirteen points lower on
average than in the EU15. It is significant that Bulgaria and Romania, alone of the New
Member n States, contain more people dissatisfied than satisfied with the lives they lead.

According to the Socia Situation in Europe, the only significant measure on which the
measure of life satisfaction drops relates to the individual’s 'financial situation’. On that only
68% profess themselves satisfied. Significantly, that figure drops to a low of 17% among
those who express themselves dissatisfied with their lives. The poorer the country, the more
likely that the individual’s 'financia situation' will affect life satisfaction.

Life satisfaction is not quite the same as happiness. But by comparison with most of the rest
of the world, Europeans emerge as a happy lot. What are the characteristics of happy people?
Evidence from the Atlas of European Values suggests that those married, living together or
never married are significantly happier than the separated divorced or widowed; that the under
45s are a bit happier than the over 45s; and that women without children are slightly happier
than those with them, while the opposite holds true for men. And these contrasts generally
hold well whether countries are rich or poor.

On other hand money appears to make some difference. In the generally 'happy’ Benelux
countries, 53% of high earners declare themselves happy, but only 32% of low earners.
Comparing Member States, the numbers declaring themselves to be very happy -all over 40%
-are highest in Northern Ireland, the Netherlands, Denmark, Ireland and Belgium (all
generally speaking prosperous small welfare states) while al of Central and Eastern Europe
scores at less than 20%, but so also, interestingly, do Germany, Spain and Portugal®.

Subjective surveys of life satisfaction and happiness however have weaknesses as a tool of
social analysis. The ability to be happy is as much something we are born with ('in our genes)
as in our social situation and this may in part explain why in rich countries at any rate,
subjective measures tend to change very little over time. Also individual expectations of
happiness and satisfaction are conditioned by the societies in which people live: a better set of
socia arrangements might make people more satisfied and happy than they could possibly be
themselves aware. As the economist and social theorist Amartya Sen has pointed out, some
slaves were happy because they could not imagine alife of freedom, but that is hardly a good
argument for slavery.

There is a huge academic literature on the measurement of well-being and 'social quality' and
this work is supported by international bodies such as the UN, World Bank and OECD*. The
issues raised will be subject of amore detailed study by BEPA.

Economists have tried to adjust GDP data in order to measure welfare. The point is often
made to show that higher levels of GDP in the United States than Europe do not necessarily
demonstrate higher levels of well-being. The reasons for discounting parts of US GDP
typically include greater expenditure on central heating and air conditioning due to greater
extremes of weather; car journeys made necessary by the lack of public transport alternatives;
much higher expenditure than Europe on prisons, police and a highly controversial (and some

21 Atlas of European Values op cit p116-118.
22 Stefan Bergheim of Deutsche Bank Research authored a useful summary note ‘Measures of Well-being' (September 2006). Also see Romina Boarini, Asa
Johannson and Marco Mirad’ Ercole ‘Alternative Measures of Well-being' OECD Social, Employment and Migration Working Papers 33 (2006).
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would say failing) criminal justice system; the costs of litigation due to lower trust-based
relationships; and the inefficiencies of the US health system®.

Social policy analysts have looked for measurable indicators of social progress. For example,
the UN’s Human Development Index, which is a composite of GDP, schooling and health, is
a useful tool in measuring the relative progress of developing countries. It does not however
have much value in comparing devel oped countries.

Within the EU, an indicators approach has been accepted by the Member States as part of the
monitoring of socia inclusion. Within the Commission, DG Research has backed the project
of the European Foundation of Social Quality to examine the feasibility of establishing social
quality indicators. So far this has led to a comprehensive listing of indicators by researchers
under the four headings of socio economic security, social cohesion, social inclusion and
social empowerment®. The precise definition of indicators is of course highly contestable. To
take one example, in assessing socio-economic security and the crucial employment
dimension to this, is it legal security in on€'s existing job that matters or employability in
future jobs? Also questions of sustainability cannot be ignored.

The present paper adopts a more impressionistic and selective approach. A simple measure of
human well- being may well be the number of 'happy life years that citizens enjoy®: a
combination of subjective enjoyment of life with its objective length.

On both subjective assessments of happiness and the objective facts of life expectancy,
Europeans have something to be optimistic about. The most advanced of our Member States
score highly on happiness. In the EU 15, the twentieth century saw the biggest recorded
advance in life expectancy in human history:

o Life expectancy at birth increased from 43.5 for men and 46.0 for women at the
turn of last century to 75.4 and 81.4 at the turn of this.

o Life expectancy has improved at a steady rate by an average of 8 years since
1960.

e For 2050 the projections forecast life expectancy of 82.3 for men and 87.4 for
women.

The rise in life expectancy in twentieth century Western Europe has been an extraordinary
social achievement. In the early years of the century, much of the improvement reflected the
conquest of infant and child mortality. The middle of the century saw the invention of
penicillin, the elimination of extreme poverty that the welfare state brought about, better food
and diet, and the virtual disappearance of mass killer diseases such as tuberculosis. More
recently, we have seen big declines in premature death from heart attacks, strokes and
cancers.

23 See Andrea Boltho "What is wrong with Europe? (1993) who discounts US GDP by 7-8%. See also Robert J Gordon 'Issues in the Comparison of Welfare
between Europe and the United States' (Venice Summer Institute, July 2006) which concludes that measured GDP per capita understates European welfare
relative to the US by about 44% of the EU/US gap.

24 Indicators of Social Quality: Outcomes of the European Scientific Network by Laurent J G van der Maesen and Alan C Walker in the European Journa of
Social Quality, Volume5.
25 For this concept we are indebted to a number of papers by the Dutch expert, Ruut Veenhoven, particularly 'Subjective Measures of Well-being' United Nations

University. Discussion Paper No 2004/07 (April 2004).
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What does this mean? Unlike in nineteenth century Europe, desth is no longer ever present in
the home. Far fewer adults are cut down in the prime of life. The emotional and material scars
of widowhood, or being an orphan, once commonplace, are now very much rarer.

The US by contrast has delivered poor life expectation for its wealth — no better than the
average for the EU25 which is pulled down by relatively lower life expectancy in the new
Member States. In 1980, the US ranked sixteenth in the world , and in 2000 it ranked twenty-
seventh, behind Greece and Costa Rica in the World Bank’s assessment of Development
Indicatorsin 1980 (173 countries) and 2000 (191 countries).

But what are the factors that could make our lives longer and happier still? This is what we
examine in the remaining sections of this paper.

3. ISSUESIN RAISING SOCIAL QUALITY

3.1 Employment opportunity

Along with a successful long term relationship, having ajob, if you want or need one, makes
acrucia differenceto life satisfaction. Here Europe is doing better than in the recent past. The
employment rate has risen some 4% since the millennium, especially among older workers,
but at 64.7% is still way below the Lisbon Strategy’s 70% target for 2010. The general
position has improved in Italy, Spain, and in France among older workers.

Unemployment however remains the top political concern in abig majority of Member States:
this is in marked contrast with the UK where a recent MORI poll put unemployment 10" at
only 21% in a ranking of issues that would help people decide which party to vote for at the
next election. Eurobarometer however consistently shows around half of European citizens
naming unemployment as one of the two most important issues facing their country — more
than double other issues such as crime, healthcare or immigration.

Some regions and groups remain particularly hard hit by unemployment:

e Youth unemployment at 18.7% across the EU is double the unemployment rate
overal. It is over 20% in France, Italy and Spain and around 40% in Poland. It is
significantly higher for women than men in France and Southern Europe.

e Unemployment rates vary much more within most Member States than between
them. In 2003, 11% of the EU15 workforce — more than 19 million people - lived
in regions with more than 15% unemployment. In contrast fewer than one million
in the United States live in counties with the same level of unemployment: this
contrast is a striking illustration of the impact of different welfare systems and
attitudes to mobility.?

e Among 55-64 year olds, over 40% of men and nearly 60% of women have
dropped out of the labour market. Comparing 1971 with 1999, the employment
activity rate for 55-64 year old men fell from 73% to 39% in France, 77% to 48%
in Germany, 79% to 49% in the Netherlands, 82% to 62% in Portugal, 83% to

26 JF Kierkegaard, "Outsourcing and Offshoring: Pushing the European Model over the Hill, rather than over the Cliff', International Institute of Economics
(March 2005).
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52% in Spain, 83% to 67% in Sweden and 83% to 59% in the UK: in sum by a
large amount in most EUS Member States and dramatically in some?’.

The concentration of high unemployment and low activity in particular regions and at either
end of the age range suggests that are strong institutional barriers to equal access to
employment opportunity in many Member States. Progress in overcoming these barriers and
raising employment rates remains fundamental in terms of social justice. Having a job is of
proven importance to individual perceptions of life satisfaction and happiness. It also
mobilises for society idle wealth (and welfare) creating potential that can be used to address
some of the other social challenges outlined in this paper.

3.2. Are people satisfied with the jobs they have?

The survey evidence suggests that most people are happy with their job, even when they are
short of money. 84% declare themselves very satisfied or fairly satisfied with their working
conditions.

Europeans famously work short hours. Annual hours worked per employee were an average
of 1552 in 2004, by contrast with the US figure of 1817: six weeks a year less on the basis of
a 36 hour week. In 1960 the position was reversed with Europeans working 2082 hours per
year and Americans 2033%,

At the same time working conditions in the EU have been continuously improving. Between
1994 and 2004 the incidence rate of fatal accidents fell by 38% and that of accidents leading
to more than 3 days absence from work by 29%. Y et about 28% of the European workforce
feels their health is at risk because of work or declare that they are suffering from non-
accidental health problems caused by work or made worse by their current or past
employment®. Many workers still feel their work has become less meaningful, hampers their
health or is not satisfactory. What are the factors that lead to such stresses?

The European Foundation for the Improvement of Living and Working Conditions point to an
increase in work intensity, complaints of backache and muscular pain as well as stress. The
strength of employee concerns about occupational heath and safety and the proportion of
workers who say that their working hours are incompatible with family and socia life are
strongly correlated with dissatisfaction at work®. Stress at work may contribute to high rates
of sickness absence, which is a problem in many Member States including Sweden.

What explains the fact that these adverse perceptions of work have not changed despite
shorter hours, better safety and the decline of manual work? Structural economic change is
giving rise to the need for a more competent labour force with higher skills; it may be forcing
changes in work organisation, content and pace as well as requiring continuous restructuring
of firms. The factors behind these pressures need to be better understood.

One factor could be a growth in job insecurity. Around 16 % of the European workforce is
self 