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CHAPTER SIX

Employee Benefits in the Single Market
Daniel J. B. Mitchell and Jacques Rojot

EMPLOYEES IN MANY countries depend on their work affiliation for
various types of benefits, including pensions and health insurance.! Their
ability to change jobs may be impeded if these benefits are attached to a
particular employer—as in the United States—rather than simply to
being employed. Thus, an exogenous shock pushing an economy towaid
greater mobility affects countries differently. Countries with portable
benefits will have an easier adjustment than those with benefits that act
as barriers to mobility. The changes associated with the single market
project represent such a shock for the European Community nations.
They may well experience the kinds of pressures that have already weak-
ened the relationship of employee and employer in the United States.
However, largely for reasons of historical accident, some EC countries
have benefit programs that are portable, Such countries are in a better

position than the United States to cope with future pressures arising from
mobility.

Special thanks are due to the following individuals: Jacques Amzallag, Claude Baudot,
Gunter Becher, John Blackwell, Keith Bradley, Phil Calderbank, J. Chaperon, R. Ofiver
Clatke, Jari Degadt, Betty Duskin, Frangois Eyraud, David Foden, Alan Gladstone, Rolf
Jacob, Peter Jacques, John A, Jolliffe, B, Keller, David Metcalf, Peter Scherer, Winfried
Schmihl, Werner Sengenberger, Zafar Shaheed, Alistair Steven, Helen Sudell, Michéie
Tourne, Francine Van den Bulcke, Michel Voirin, Manfred Weiss, Harold 1., Wilensky,
A. D, Wilkie.

1. An extensive bibliography on European benefits, social insurance, and related mat-
ters is containted in Mitchell and Rojot { 1991)
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Benefits and Social Europe

As a general rule, EC countries are mote likely than the United States to

- have public policies mandating benefits of all types. But pensions attract

special interest because of the impending retirement of the baby boom
generation in the next century. And containing health care costs is a
problem for all nations. Thus, a focus on these two types of benefits
allows common concerns of the European Community and the United
States to be explored.

Table 6-1 provides a profile of benefits in France, Germany, and Brit-
ain, the three EC countries on which this chapter focuses. France has
diverted the largest proportion of pay into social benefits and workplace
supplements. Britain has diverted the smallest proportion and would
closely resemble the United States, were it not for its national health care
system. Germany appears in an intermediate position.

The countries vary in the degrees of employer discretion in choosing
benefit plans. French wages have a large component officially designated
by the RC statistical authorities as legally required. Yet much of what the
EC calls a customary expenditure for France in fact represents payments
to quasi-official funds, These funds are private in form, although they
resemble social security in other countries. Of the three European states,
Britain gives employers the greatest freedom in setting the mix of direct
pay and benefits, Differences in employer discretion arise from variations
in the corporatist traditions of the three states. Where there has been a
tradition of government involvement in economic affairs and government
consultation with the social partners, employer discretion may be lim-
ited. Some of this tradition is reflected in the growing EC machinery of
governance, so that national policy may be increasingly influenced by EC
social policy. That policy, in turn, is articulated by EC Directorate Gen-
eral Five, Employment, Social Affairs, and Education. Some corporate
managers and the considerable financial services industry also consider
benefit issues from the vantage point of Directorate General Fifteen,
Financial Institutions, Company Law, and Taxation.

As part of the movement toward a single European market, there has
been considerable discussion of a Social Europe. There is concern that
competition within the EC from low-wage areas would lead to social
dumping, a reduction in labor standards, In response, a Social Charter
and action program were produced and adopted by eleven of the twelve
EC heads of state (Britain dissenting). The charter touches on various
aspects of remuneration that could eventually affect benefit arrange-
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