
Together with sickness and old age, unemployment is among the classic and fundamental
risks for workers. Unemployment deprives workers of income to buy their means of subsis-
tence. So it is no surprise that unemployment has always been and still is high on the agen-
da of trade unions. From a trade union perspective, unemployment not only affects the liv-
ing conditions of the unemployed, but the rate of unemployment also affects the conditions
for those in employment and the conditions under which trade unions can represent their
members. High unemployment means more competition for the available jobs and reduces
the level of pay and other working conditions, while low unemployment and excess demand
for labour mean greater opportunities to bargain for better conditions. The basic and clas-
sic rationale of trade union organisation is to avoid unemployment in the labour market
where the union operates in order to reduce competition between workers.

Such simple considerations about market conditions and the rationale of unions remain
valid, but in a regulated economy the mechanisms of the market are to a certain extent
moderated which leads to various outcomes. First and foremost because of the impact of
collective agreements and social welfare provisions, but also because of macroeconomic
and other state policies that affect the supply and demand of labour. 

According to simple neoclassical or microeconomic theory, unemployment does not exist.
Workers without a job have chosen not to sell their labour at the market price. This is some-
times called ‘voluntary unemployment’. Despite many years of Keynesian economics and
welfare state policies this basic interpretation – that a competitive market and an undis-
turbed and free supply and demand of labour is the best remedy for creating full employ-
ment – is still alive. Modern neoliberal or monetarist understanding professes exactly the
catechism that unemployment is the result of ‘structural’ rigidities. Thus, to combat unem-
ployment the market must be revitalised: trade unions destroy the price mechanism and
create unemployment, while a minimum wage and social provisions such as social bene-
fits for the unemployed reduce incentives among the workers to offer their labour at mar-
ket prices. Unemployment is a deliberate choice both for the worker and the social instit-
utions, the trade unions and the welfare state. Some neoliberals concede that in some
countries unemployment may not be a ‘free’ choice for the worker: he or she is forced by
trade unions or is institutionalised by the welfare state to be unemployed. This point of view
holds that the trade unions and the welfare state restrict ‘free’ choice in society and ham-
per economic growth.

The basic elements of this catechism are the cornerstones of most Western societies nowa-
days, including the countries in the European Union. By contrast first and foremost to the
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USA, European official policy, however, includes a commitment to accept, support and
guarantee trade union legitimacy and a social policy that reduces the worst social depriv-
ation in the modern, globalised ‘risk society’. Official policy in Europe is derived from the
classical observation by Ricardo that high labour costs induce employers to invest in new
technology to maintain or improve competitiveness (which was also a cornerstone of the
Swedish Rehn-Meidner Model). This is of course also a strategy that generates unemploy-
ment when workers are made redundant by labour-saving machinery or devices, but it also
generates new jobs because of the resulting economic growth. And together with the notion
that we must avoid there being ‘working poor’ and provide a decent level of social provi-
sion for the unemployed, this strategy is much more palatable to the trade unions than the
hard-core neoliberal strategy.

But trade union interest representation is difficult in such an environment. At least trade
union legitimacy is not formally contested in the European Union and the social provisions
for an acceptable level of maintenance during periods of unemployment are widely recog-
nised as part of the social contract between state, employers and labour. In practice, how-
ever, the European strategy has shown that competition between workers cannot be avoid-
ed. Recent years have shown that workers and unions are being attacked on the key areas
of interest representation, namely wages and working time, in order to save jobs. 

When unions take part in policy-making they become responsible partners and thus risk
being blamed for the failures of macroeconomic and social performance of society. When
they accept reductions in welfare provisions or are part of concession bargaining they share
part of the responsibility for the outcome and are blamed when working conditions deteri-
orate or when the level of services and benefits is cut back. Trade union interest represent-
ation in many ways has to steer a course between Scylla and Charybdis.

Such dilemmas can also be found in the contributions to this issue of Transfer. Eckhard
Hein and Thorsten Schulten’s point of departure is a critical assessment of the above-men-
tioned macroeconomic paradigm for strengthening competitiveness in Europe. They find
the calls for wage restraint, wage differentiation and decentralisation of collective bargain-
ing to be unconvincing. Such a strategy has not and will not improve competitiveness, nor
will it lead to economic and employment growth. Instead, they argue that unemployment
is mainly caused by an insufficient general demand for goods and services. Following this
line of reasoning the advice to trade unions is very clear: do not accept the recommend-
ations of the neoliberals. To improve economic growth and employment another macro-
economic strategy is needed and coordinated wage setting in Europe is necessary to avoid
competition and the ‘beggar-thy-neighbour’ policies conducted by European companies
and governments. Whether the unions and their European organisation, the ETUC, are
capable of improving the present state of affairs is still doubtful; on this topic see the extend-
ed review by Andrew Watt of the book by Thorsten Schulten, Solidarische Lohnpolitik in
Europe. Zur politischen Ökonomie der Gewerkschaften [Solidaristic wage policy in
Europe. On the political economy of trade unions].
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While the absence of coordination between employers and trade unions at the European
level is still a major weakness of trade union interest representation, the general employ-
ment policy in Europe, the European Employment Strategy (EES), is, in principle, coordi-
nated at European level and influenced by trade unions in the Member States. Evelyne
Léonard and Pierre Reman point to the fact that the EES at European level has, in the
main, been set up without any significant influence from the social partners. Although this
is due mainly to the prerogatives of the political institutions, it is also because it is difficult
for the unions to forge a common position towards the EES bearing in mind the diversity
of the various Member States. At national level most countries have a tripartite policy-mak-
ing process, but the influence of unions varies significantly among the Member States. In
essence, the EES is built upon the neoliberal paradigm and many of the employment meas-
ures – for instance, flexibility, differentiated working time, individualisation of the rights
and obligations of the unemployed, etc. – may in fact weaken  union power because the
result may be further differentiation and fragmentation of the workforce (and union mem-
bership).

This fragmentation is the main focus of Helge Albrechtsen’s article on trade union repre-
sentation of the interests of unemployed people. According to the assumptions made by the
protagonists of the insider-outsider theory, the employed insiders are indifferent to the wel-
fare of the unemployed outsiders. This assumption challenges the normal wisdom of the
solidarity of trade union interest representation: if trade unions are mainly concerned about
the employed members, the insiders, the unions need not pay much attention to the unem-
ployed, the outsiders. As long as the insiders have specialised jobs and experience, are not
threatened by major competition from the unemployed, constitute a relatively stable seg-
ment of the labour market and remain in their jobs there is no incentive for unions to act
on behalf of the unemployed because they are no threat to the insiders. There are many
counter arguments – mainly based upon the benefits of having a large membership and,
accordingly, more representativeness in the eyes of the state and employers (not to mention
more income from membership fees) – but if the insider-outsider assumptions are correct,
the link is broken between the employed insiders and the unions on the one hand and the
unemployed on the other. 

One way of identifying this link is to examine the extent to which union membership is
retained during periods of unemployment. Albrechtsen shows that the highest rates of
union membership among the unemployed can be found in countries where trade unions
have a special relationship to the unemployed because of the unemployment insurance sys-
tem. In countries like Denmark, Finland and Sweden only very few unemployed workers
leave their union because of the Ghent system whereby trade unions administer unem-
ployment insurance funds (the unemployment insurance system in Belgium is not a Ghent
system based on voluntary membership of an unemployment insurance fund, but in
Belgium there is also a close relationship between unions and the unemployed). The out-
come is, of course, that unions in such countries are more concerned about the unem-
ployed than unions in other countries, and that the link between unions and unemployed
people tends to weaken in other countries.
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The dilemmas posed by trade union participation in policy-making and administration of
unemployment policy and their relationship to the unemployed are addressed in Ben
Valkenburg’s article on activation policies. He provides a critical assessment of the wide-
spread activation policies which are a key element of the EES and are supported by (most)
trade unions. One major problem is that activation policies do not to any significant extent
provide access to ‘regular’ jobs; in many ways they are simply measures aiming at con-
straining the unemployed to accept jobs in the lowest segment of the labour market. When
unions support such schemes they are legitimising measures that do not provide better con-
ditions or jobs for the unemployed. This is, of course, not very conducive to a good rela-
tionship between the unions and the unemployed, and the article argues that the unions
should change their attitudes towards activation. When activation programmes cannot
secure social inclusion via an ordinary and normal job, trade unions should instead aim
at broader programmes that do not turn participants into clients, but instead further social
participation by respecting the individual’s capacities and make it possible for each indi-
vidual to contribute to society as a whole by participating in forms of work other than paid
employment.

Such recommendations for trade union interest representation and policy-making that
push unions into more alternative ways of thinking are controversial for many trade unions.
The unions and most of their members are linked to traditional conceptions of waged
work. The social relations stemming from life as a worker are the basic foundation for trade
unionism. This is no doubt the main reason why basic income is rarely on the agenda of
trade unions. In his article, Guy Standing argues that unions should support a basic
income as part of a strategy for economic security and redistribution. To meet the chal-
lenges of the globalised economy, more regulation based on collective bodies is needed,
social insurance schemes must be abandoned and a new system of redistribution must be
established. Trade unions would be strengthened if they broadened their attitudes to citi-
zenship rights and egalitarianism by supporting basic income which appeals to people’s
sense of fairness, strengthens social solidarity and enhances real freedom.

Standing is well aware that his proposals are not in accordance with the main line of trade
union thought and activity. We know that, too. New ideas that challenge the existing order
or modus vivendi tend to disappear in the wear and tear of everyday life. Unions every-
where in Europe are occupied in defending the achievements that have been made over the
past years and are now under heavy attack. 

As can be seen from this short presentation of the main articles in this issue of Transfer,
we cannot deal with all aspects of trade unions and unemployment here. We are convinced,
however, that we have highlighted some of the main issues involved, and we hope that the
reader will find the present selection of articles inspiring reading.

Jens Lind and Ben Valkenburg
November 2004
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