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COHESION POLICY 363

Comparing economic equality

When Poland joined the EU on 1 May 2004, it had one of the most antiquated and
inefficient railway systems in Europe. Much of its network had been built before
the Second World War by the Germans and the Russians, and was in such a poor
condition that trains were limited to top speeds of 160 km/h (100 mph) even on the
main lines. It was little surprise, then, that the upgrading of the Polish railway system
was one of the priorities of EU investment in Poland as a new member of the EU
club. Thanks in part to that investment, and to loans from the European Investment
Bank, new track was laid, old track was replaced, stations were modernized, signalling
systems were upgraded, connections with other parts of the EU were improved, and
work is today under way on Polandss first high-speed rail line. As a result, Poland
has become the biggest recipient of EU spending on regional development, with
its railways taking up the second largest share of that spending, just behind the share
dedicated to building highways, of which Poland had woefully few in 2004.

This spending has helped integrate Poland more fully into the EU, removing the
large and often visible differences in the economiic status of a country long shackled
by the inefficiencies of Soviet-style central planning; in 2004, Poland had a per capita
GDP of just under $6,700, and while it travelled a rocky road during and after the
global financial crisis, its per capita GDP in 2018 stood at just over $15,400,a 130 per
cent increase in 14 years (World Bank, 2019). There are many different explanations
for such growth, of which EU investment is just one, but some have cast doubts on the
results of that investment: one analyst - Anna Czepiel of Poland’s Civil Development
Forum — suggests that EU reports on its investment spending focus on who receives
the money and in what amounts, while providing little analysis of the long-term
effects. The European Union, she concluded, ‘promotes the logic that getting the
most funding is much more important than sound spending’ (Schacht, 2019).

In a global perspective, there is no doubt that Europeans as a whole are among
the wealthiest people in the world, living mostly in advanced post-industrial
societies with diverse economies, a wide array of generous public services, well-
developed infrastructure, and a high standard of living when measured by access
to education, jobs, housing, healthcare and disposable income. However, economic
inequality persists, and levels of income and opportunity vary within EU member
states and from one state to another.

Wealth tends to go hand in hand with education and services, which is partly
why Luxembourg — whose economy is based almost entirely on banking and
financial services — is one of the wealthiest countries in the world when measured
by per capita gross domestic product (GDP). Meanwhile, the tribulations of the EU’s
marginal areas have different causes: some are depressed agricultural areas; some are
declining industrial areas; some are geographically isolated from the opportunities
offered by bigger markets; some suffer the effects of urban decay; and most suffer .
lower levels of education and healthcare, as well as underdeveloped infrastructure.

The data illustrate the dimensions of the problem. Using the comparative
measure of per capita GDP adjusted to account for purchasing power (how much
can be bought with a unit of currency in each member state), Map 22.1 shows
that western European states tend to be at the higher end of the range, while
most eastern European states tend to be at the lower end. If we express the figure
for the whole EU as 100, the per capita GDP of Luxembourg was — at 254
in 2018 — more than five times that of Bulgaria (50), with its larger rural and
agricultural population. Inequality remains a problem within member states as
well, as illustrated by the case of Germany: while some of the southern regions
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of Rome emphasized the need for the member states to strengthen their economies
and ‘ensure their harmonious development by reducing the differences existing
among the various regions and the backwardness of the less favoured regions’. It
also set up a European Social Fund (ESF) designed to promote worker mobility
by supporting retraining and job creation. There was little enthusiasm among the
six founding member states of the EEC, however, to a 1969 Commission proposal
for the launch of a common regional policy; the economic disparities among
the six were not regarded as sufficiently large.

Views changed with the 1973 accession of Britain and Ireland, which widened
the economic disparities within the Community. A 1973 Commission-sponsored
study (the Thomson Report) argued that such disparities threatened to undermine
plans for economic and monetary union, and that they could pose a threat to the
common market (Commission of the European Communities, 1973). In response, it
was decided in 1975 to set up the European Regional Development Fund, aimed at
moving investment from the wealthier to the poorer parts of the EEC. The accession
of Portugal and Spain in 1986 meant a further widening of regional disparities, added
to which there were concerns that the Single European Act (SEA) would result
in a greater concentration of wealth in the Communitys core economies. These
prompted reforms that generated a more genuinely European cohesion policy, with
a doubling of spending and more efforts to invest in those parts of the EU most
obviously in need. The SEA listed the key goal of strengthening the ‘economic and
social cohesion’ of the Community, since when the term cohesion has been used to
describe efforts to bridge economic differences. Another initiative came in 1993
during the negotiations over Maastricht when Spain pushed for the creation of a
Cohesion Fund that would compensate poorer EU states for the costs of tightening
their environmental quality standards and investing in improvement of infrastructure.

ON POLICY

Regional policy Folicy
aimed at reducing the
economic disparities
among the regions of
the EU, focusing on job
creation and economic
growth.
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six founding member states of the EEC, however, to a 1969 Commission proposal R
for the launch of a common regional policy; the economic disparities among
the six were not regarded as sufficiently large.
Views changed with the 1973 accession of Britain and Ireland, which widened
the economic disparities within the Community. A 1973 Commission-sponsored
study (the Thomson Report) argued that such disparities threatened to undermine
plans for economic and monetary union, and that they could pose a threat to the
common market (Commission of the European Communities, 1973). In response, it
was decided in 1975 to set up the European Regional Development Fund, aimed at
moving investment from the wealthier to the poorer parts of the EEC. The accession
of Portugal and Spain in 1986 meant a further widening of regional disparities, added
to which there were concerns that the Single European Act (SEA) would result

and ‘ensure their harmonious development by reducing the differences existing
govina among the various regions and the backwardness of the less favoured regions’. It

in a greater concentration of wealth in the Community’s core economies. These
prompted reforms that generated a more genuinely European cohesion policy, with
a doubling of spending and more efforts to invest in those parts of the EU most
obviously in need. The SEA listed the key goal of strengthening the ‘economic and
social cohesion’ of the Community, since when the term cohesion has been used to
describe efforts to bridge economic differences. Another initiative came in 1993
during the negotiations over Maastricht when Spain pushed for the creation of a
Cohesion Fund that would compensate poorer EU states for the costs of tightening
their environmental quality standards and investing in improvement of infrastructure.
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COHESION POLICY

* The Globalization Adjustment Fund (created 2007) helps workers who have
lost their jobs as a result of trade liberalization to find new jobs. Most of the
help so far has gone to people once employed in the vehicle, mobile phone,
furniture, textile and clothing industries. The fund had an annual budget of
€150 million for 2014-20.

In the period 2014-20, a total of nearly €325 billion (or €650 per resident of
the EU) was budgeted for the structural and investment funds, and another €460
billion was budgeted for 2021-27. As Figure 22.2 shows, the biggest recipients in
absolute terms in recent years have been eastern member states, along with Ttaly,
Spain and Portugal; Poland received the most in absolute terms (nearly €80 billion,
or almost a quarter of all spending). Western European states received the least.

Although the EU’ cohesion spending has been substantial, opinion on its
effectiveness has been divided, mainly because of the difficulty of determining the
link between cause and effect in economic matters. Reducing gaps in wealth and
opportunity is as much a function of effective economic policies and changes in
the wider economic environment as it is the redistribution of wealth, making it
hard to pick out the particular effects of EU policy. The waters were also muddied
by the effect of the global financial crisis, which pulled EU states in different
directions: while the need for more development investment in poorer parts of
the EU remained clear, the desire to control spending and budgets made wealthier
governments look more closely at the efficiency of spending. EU funding has
always been intended to complement national spending, but questions remain
about whether cohesion is better promoted collectively or whether there should
be a ‘renationalization’ of policy through which wealthier member states should
use national resources rather than relying on EU assistance, with a corresponding
reduction in the amount they pay into the EU budget. Unsurprisingly, poorer states
have opposed this idea, along with the Commission and the European Parliament.

The efficiency of cohesion spending has also been undermined by problems
with fraud. In a report published in 2019, the Court of Auditors noted that while
cohesion spending accounted for one-third of the EU budget, it accounted for

Figure 22.2 Major recipients of EU structural spending
80 - — — -
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Poland Italy Spain Romania Czech Hungary Portugal Germany Greece France
Rep

Billion euros

B European Regional Development Fund ' Cohesion Fund & European Social Fund
Source: European Commission (201%b). Data are totals for 2014-20.
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overlooked European Social Charter, which was drafted by the Council of Europe,
opened for signature in 1961, and came into force in 1965 (see Khalig, 2013).

market, Commission President Jacques Delors took up the cause of what
became known as the Community Charter of the Fundamental Social Rights of
Workers, or, more simply, the Social Charter. In the face of British opposition,
the other 11 member states adopted the Charter at the 1989 Strasbourg summit
of the European Council, heralding it as the social dimension of the SEA. The
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Social Charter An EU
charter of social rights
for workers, adopted in

Hoping to draw more attention to the social consequences of the single 1989 and merged into

Charter brought together all the social policy goals that had been developed by

the Community (see Table 22.1) and was finally incorporated into the treaties

by the Treaty of Amsterdam. (Somewhat confusingly, a ‘social chapter’ had
been annexed to the Maastricht treaty, extending qualified majority voting to
a limited number of social policy matters, including equal opportunities and

working conditions.)

Table 22.1 Selected rights under the Social Cha

DIGNITY SOLIDARITY

Right to life Right of collective bargaining and action
Right to the integrity of the person Protection in the event of unjustified dismissal
Prohibition of torture Fair and just working conditions
Prohibition of slavery and forced labour Prohibition of child labour
Family and professional life
Right to liberty and security Social security and social assistance
Respect for private and family life Healthcare
Protection of personal data Environmental protection
Right to marry and right to found a family Consumer protection
Freedom of thought, conscience and religion
Freedom of expression and information Right to vote and to stand in elections to the
Freedom of assembly and of association European Parliament
Right to education Right to vote and to stand in municipal elections
Right to engage in work Right to good administration
Freedom to conduct a business Right of access to documents
Right to property Right to petition

Right to asylum Freedom of movement and of residence

EQUALITY JUSTICE

Equality before the law Right to an effective remedy and fair trial
Non-discrimination Presumption of innocence and right of defence
Cultural, religious and linguistic diversity Right not to be tried or punished twice for the

Equality between women and men same criminal offence

The rights of the child
The rights of the elderly
Integration of persons with disabilities

the treaties in 1997.
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07, Figure 22.4 Unemployment and the euro crisis
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k. per cent in Spain and Greece (and had still not returned to pre-crisis levels as late
o as 2017). Meanwhile, the United States was able to weather the global financial
6 crisis, its unemployment rate in 2017 being back to 5 per cent, contrasting with

the EU rate of 8 per cent (see Figure 22.4).

Why EU rates were so high even before the global financial crisis is debatable,
and numerous explanatory factors have been suggested. Prime among these, there
is the large number of European workers (about one-third of the workforce, by
some estimates) who lack skills and have few or no formal qualifications, making
E them less employable. Making matters worse, while millions of new jobs had been

created in the EU in the two decades prior to the crisis, nearly half had been
temporary or part-time jobs, and many were in the service sector. Because men
3 and women new to the job market were filling many of these jobs, their creation
had done little to help ease long-term unemployment. Unemployment problems
have been made worse by short-term trends such as the erosion of exports and
investments in the wake of the global economic crisis, and job cuts in industries
A that have suffered the effects of the economic downturn. Overall, it has been clear
that — in this case at least — multilevel governance in the EU (see Understanding
Integration 13) — has not worked well in the field of job creation.

Education policy

It was understood from the early days of the EEC that a true single market
demanded an open labour market, but although the Treaty of Rome set the goal
of free movement of people, this was subject ‘to limitations justified on grounds of
public policy, public security or public health’. Because the movement of workers
was initially seen in terms of filling economic need, governments discouraged
skilled workers from leaving for other countries. As part of the package, education
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Mundus was launched in 2003 to help bring foreign students and academic
staff to Europe and support partnerships between European and non-European
universities. In 2014, all the existing EU programmes were brought together under
the new Erasmus + programme, designed to streamline EU policy, to which nearly
€7 billion was budgeted to be spent annually in 2021-27.

At the heart of EU education policy have been the Lisbon Strategy and the
Bologna Process. The Lisbon Strategy gave a boost to the EU’ educational
activities, with efforts to recycle or update old initiatives and launch new ones, all
with the object of helping promote competitiveness, and encouraged in part by
the globalization of education (St. John and Murphy, 2019). As a result, students
and academic staff are more mobile than ever before, encouraged by increased
opportunities for study abroad and educational exchanges. The EU is the second
most popular target for these students, according to UNESCO data: of the 5.3
million students studying abroad in 2017, about 13 per cent were studying in
the EU, while less than 2 per cent were studying in the US (see Figure 22.5).In
Europe, the most popular destinations were Germany, France and Italy.

The focus of the Bologna Process has been on the transferability of educational
qualifications across borders. The Commission at first tried plodding through one
profession at a time, generating, after years of debate, about 60 separate pieces of
Community law dealing with doctors, nurses, dentists, vets, midwives, lawyers,
architects and pharmacists (Hantrais, 2007). (It took 17 years of negotiations to reach
agreement on standards for architects alone.) Mutual recognition subsequently
took over as the guiding principle, and the only remaining distinction today is

Figure 22.5 Most popular destinations for foreign students

L)

Number of students, in thousands

|
!
i

South Korea |
Vietnam
Saudi Arabia |

Source: Based on data in UNESCO (201 9a). Figures are for 2018.

Bologna Process An
agreemenl among
Furopean states (not
limited to the EU) under
which requirements

for higher education
gualifications have been
standardized, increasing
their transferability.
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Map 22.2 The European Higher Education Area

of credits under the European Credit Transfer and Accumulation System (ECTS).
One year of study equates to 60 ECTS credits, or about 1,500~1,800 hours of
study, and university degrees are organized according to the 1-2-3 cycle:

* The first cycle of 180-240 ECTS will usually lead to the award of a bachelor’s
degree, or equivalent, after three years.

* The second cycle of 90-120 ECTS will usually lead to the award of a master’s
degree, or equivalent, after two years.

* The third cycle, for which there is no specific ECTS range, will lead to the
award of a doctoral degree, after three years.

The ECTS system, which was launched as a six-year pilot programme in 1992
under the EC’s Erasmus programme, has since evolved from a credit transfer to a
credit accumulation system. Although degrees can still retain their different names,
most EU member states have switched to a system based on equivalents of the
bachelor’s degree: so, for example, Italy has converted its four- to six-year laurea
into a three-year undergraduate laurea triennale and a postgraduate laurea magistrale,
and Austria’s Magister and Diplom have been replaced with a Bakkalaureus. The
ECTS system has not only encouraged curricular changes in the EU member
states, thereby helping build a European higher education area, but has also had an
impact internationally: non-European students find it easier and more attractive
to study in Europe, and the US has had to pay closer attention to European
developments because of the large transatlantic traffic in students.

One of the effects of EU policy has been the rise of the Erasmus generation
(see James, 2018). Erasmus (now part of Erasmus+) allowed students and academic
staff to study and work in universities outside their home countries, encouraged
cooperation between European institutions of higher education, and was reinforced
by Erasmus Mundus with its interest in helping encourage the globalization of
European education. Under Erasmus, about 250,000 European students per year

Erasmus generation
Students who have
participated in the EU’s
Erasmus educational
exchange programme
since 1987, and are
seen as leaders in the
effort to build a sense of
European identity.
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(16 per cent of respondents), followed by English and Ttalian (13 per cent each),
that just over half of Europeans claimed to be able to hold a conversation in at least
one language other than their own, and that English was not only the most widely
spoken language (38 per cent of respondents), but was also seen as the most useful

language to be able to speak (two-thirds of respondents, far ahead of German and

Erench at 16—17 per cent) (European Commission, 2012b).

Although there was a brief debate about what would happen to English as an
official language of the EU in the event of Brexit (see Ginsburgh et al., 2017),
hard realities ultimately dictated the decision: English is not only the most widely

spoken language in the EU (it is effectively a second lan

guage in countries such as

the Netherlands and the Scandinavian states), but is also the international language
of diplomacy, commerce, entertainment and the internet. The decision to retain
it as an official language of the EU was ultimately driven by simple practicality.

e Discussion questions

1. How much can the EU realistically hope to achieve 4,

in terms of reducing economic inequalities among
its member states?

9. |s cohesion better promoted collectively or should 5.

there be more emphasis on the use of national
resources?

. Does the focus of the different structural and
investment funds make the best strategic sense?
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