
The Development of 
Social Inequalities in Europe 

The failed ratification of the constitutional treaty indicates that the 
process of European integration is increasingly threatened by feelings of 
uncertainty and precariousness. This may be the result of increasing 
social inequalities in the European Union (EU). A bener understanding 
of the Patterns and dynarnics of social inequalities therefore may con- 
tnbute to a bener understanding of the current crisis of the EU. in this 
chapter, we analyse the state and the development of within-nation and 
behveen-nation inequalities in the enlarged EU. It can be shown that 
income and regional inequalities are increasing in most of the EU 
member-states, while between-nation inequalities in Europe remain 
stable or even decline in the last years. This is an indicator that the EU 
as a relatively homogeneous economic, legal and political field succeeds 
inpromoting the social cohesion of its member states. But even if the 
EU contributes to the reduction of social inequalities in Europe, this 
may not increase the support for the European integration, because 
norms of solidarity are mostly limited to a national community. A conti- 
nuation of the European integration therefore requires transnational 
concepts of solidarity and justice. 

Social Inequalities: A Challenge in the Process 
of European Integration 

Social inequalities and social classes have been analysed almost ex- 
clusively witbin a national framework of reference. There are persuasive 
reasons for this: In the 20Ih century the welfare state provided increas- 
ingly comprehensive protection against different social risks. Social 
risks and inequalities that are increasingly the result of global nehvorks 
of exchange and competition are still perceived, articulated and regu- 
lated mainly at a national level (Breen and Rottman 1998). Nation-states 
are still the largest known level, at which the norms of equality and 
solidarity are anchored effectively; the target group for socio-political 
expectations and claims are found almost solely at nation-state level 
(Beckert et al. 2004). 

However, transnational dynamics and international developments 
have an increasing influence on the distribution of scarce resources and 
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attractive positions, and therefore on people's life chances. Ahove all, 
this applies to the European Union (EU), which, since its foundation, 
has successfully stimulated the economic integration of the European 
economy. This has also been perceived increasingly by the European 
population and to a large extent explaias the resistance to the continua- 
tion of the European integration process. Actual examples of this are the 
failed ratification of the European constitutional treaty in the Nether- 
lands and in France (2005). thc resistance to the liberalisation of the 
services market, which led to a deparhire from the proposed country-of- 
origin pnnciple in the Directive on Services in tbe internal market 
(COM(2004)2), and the scepticism iowards the accession of Turkey and 
other countries (European Commission 2006). 

The compensation thesis (see Rieger and Leibfried 2003; Sinn 1995; 
Rodrik 1997) would interpret this scepticism against a furtber Europe- 
anisation and glohalisation of the economy as an indication, that a 
further enlargement and economic integration of the EU without new 
f o m  of social compensation for the losers of these integration proc- 
esses is hardly possible. However, a European social poIicy similar to 
the national ones is prevented hy the principle of subsidiarity: Faced 
with the reservation of nation-states to delegate social policies to the EU 
and the extraordinaty heterogeneity of national social security Systems, 
a European welfare state or a significant growth of international transfer 
payments cannot be expected. The EU is therefore confronted with a 
trilemma of political deepening, budget neutrality and enlargement 
(Heidenreich 2003). 

However, this trilemma can be avoided, if the process of European 
integration itself leads to a reduction in social inequalities. A conver- 
gence of the standards of living and income could be achieved not only 
hy transnational transfers but also by the economic integration process 
itself and a regulatory harmonisation (Bornschier 2000). The catch-up 
processes of the four cohesion countries (Ireland, Spain, Portugal, and 
Greece) and the rapid development of the central European transition 
states (European Commission 2004) supports such an expectation. 

Through the Europe-wide integration and regulation of markets and 
by the harmonisation and coordination of national economic, employ- 
ment and social policies, the EU could contribute to the reduction of 
social inequalities at a European level and create a relatively homoge- 
neous social, political and economic field within the framework of an 
economically-integrated world society. Even if such a convergence 
process at the European level could be observed, this does not exclude 
increasing social inequalities within the European nation-states. 

In the next section, we will discuss how the Europeanisation of so- 
cial inequalities can be theoretically analysed. A system-theoretical 

perspective for the yialysis of social inequalities in transnational, but 
not completely globalised spaces will be developed (2). On this basis we 
will analyse the development of income inequalities in Europe (3). In 
the next step, we will examine another cmcial dimension of social 
inequalities - the development of regional disparities within Europe. It 
can be shown that tbe national inequalities in both dimensions more 
likely tend to increase, whilst the individual income inequalities and the 
regional inequalities in Europe as a whole decrease (4). This will he 
interpreted as an indicator for the effectiveness of a European regulatory 
model(5). 

The European Space between Openness and Closure 

On the global level, Firebaugh (2003) has developed an impressive 
thesis: He splits the period since the beginning of the industrialisation 
in@ two phases, the first being characterised by the reduction of within- 
nation income inequalities and an increase in the between-nation ine- 
qualities (1820-1970). In the second phase since the 1970s. between- 
nation income inequalities have been stabilised and since the 1990s 
even decreased, whilst the within-state inequalities in many countries 
are increasing again.' Firebaugh and Goesling (2004) explain this global 
convergence by the economic advancement of China, Lndia and some 
smaller South Asian countries during the globalisation of the econorny. 
For the debate on the Europeanisation of social inequalities,? this re- 
quires a clear distinction between inequalities withm the nation-nations 
and inequalities between them. In both dimensions, social inequalities 
can increase or decrease. Therefore, in a general perspective, four 
different scenarios can be distinguished (see Table 1). 

' Firebaugh (2003: 26) reconshcts the average incomc inequality €rum 1820 to 1992 
in 33 homogeneous counhies or gmups of counhies. He points out that the ineguality 
reached its maximum within thesc (groups of) counhies in 1910 and then - vvith the 
creation and expmion of national welfa~e states - receded quicldy until the 1970s. 
This was accompanied by an accelerated in-e in the incqualitia bcOueen the 
states. The decrease since then can be explained above all by thc above-average 
gmwth of China and South Asia. In Western Europe the weighled within-nation in- 
come inequalities rose h m  1980 to 1995 (+7.7% to +10.4% t&ng the Thcil respec- 
tively the MLD indices; c f  Firebaugh (2003: 161)), while the inequalities behveen 
die 16 West Euopean countries possibly decreased (Firebaugh and Goaling, 2004: 
296). 

1 'Eumoeanisation of social ineaualities' refers to Lransnaiional orocesses caused bv 
the ~ k o ~ e a n  integratioq which shape the distnbution of scarc'e and d e s i ~ d  gm& 
and pasitions thus shaping the life chances, the social identities, the interests end val- 
ues of individuals and social gmups (cf. Heidenreich 2006). 
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Table 1: Trends of Between-Nation und Within-Nation Inequality 
in Europe. Four Scenarios 

Development of within-nation Development of behveen-nation 
income inequalities in  Europe income inequaliues in ~ w p e  

Increm~og b) A European Version ofthe C I  Economc Iibrralisati<in 
~~~ ~~ 

inequalities gnat U-tun-thesis (Alderson ~uroieanisation and ~lobalisßtion 
and Nielsen 2002): "Unfreez- => Europe as an oien space 
ing" of national cleavages and without boundaties results in a 

pattems of inequality due to the differentiation of economic 
Eumpeanisation of national perfonnance and 

spaces (HI) living conditions 
Stable or a) A European version of the d) Shwtural couoline of func- . -- -- 

decreasing in- "inverted-U curve" hypothesis tionally differentiated systems 
equalities (Kuyets 1955): lnstitutional within a temtorial Segment of the 

inertia and more inclusive world sociew mav result in the , . ~ .--. ~ 

labour markets may explain creation of a relatively homoge- 
reduced inequality neous Ewopean space 

(Lubmann-Stichweh) (HZ) 

Fustly: The development of within-nation inequalities in Europe can 
be discussed starting from the hypothesis of the inverted U-hirn pro- 
posed by S. Kumets (1955). This hypothesis refers to the development 
of social inequalities in the Course of national industrialisation processes 
and predicts low inequalities at the beginning of the industrialisation 
process, a noticeable increase during the transformation to an industrial 
society and a decrease in developed, wealthy societies. This hypothesis 
inspired an extensive discussion of the relationship between growth and 
social inequalities, in which the original argument of Kuznets - the 
different developments of advanced and traditional sectors of the econ- 
omy - bas been broadened by other factors. Korzeniewicz and Moran 
(2005) refer in particular to the role of demographic transitions and 
labour-market institutions (for example education and wage-setting 
institutions). Kenworthy points especially to the fact that increasing 
inequalities of income can be compensated for by an increased employ- 
ment rate (Kenworthy, 2004; Kenworthy and Pontusson 2005). 

Secondly: Since the 1980s, however, an increase in income inequali- 
ties has been obsewed in many countries - particularly in the USA and 
Great Britain. Alderson and Nielson (2002) and Alderson et al. (2005) 
explain this "great U-turn'' by the globalisation of the economy - par- 
ticularly by the increased importance of trade behveen the developed 
and lesser-developed counfxies and the increase in foreign direct in- 
vestment. This thesis can also be adapted to the European situation: The 
population is confronted with new cbances and risks through the eco- 
nomic integration of the national economies: Whilst young, well-hined 
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employees belong t$ those who profit from Europeanisation, poorly 
qualified, older employees are confronted rather with the negative 
consequences of the Europeanisation processes (MiZnch 1999). The 
increase of within-nation inequalities and therefore the different chances 
and risks for diverse social groups can bring about the unfreezing of 
formerly nationally domesticated and regulated conflicts (Ferrera 2003). 
The following hypothesis tberefore can be formulated: 

The Europeanisation and globalisation of the economy will lead to an in- 
crease of the wimin-nation income inequalities in Ewope, since the Euro- 
pean integration implies the liberalisation of the Ewopean goods, senices, 
capital and labow markets and increasing foreign direct investments and 
trade with other countries (HI)." 

Thirdly, anotber scenario would be the increase of the behveen- 
nation income inequalities in Europe. Former national barriers to market 
entry bave been increasingly undermined by the liberalisation of goods, 
sewices, capital and labour markets. This can lead to a stronger differ- 
entiation of the various national economies in Europe. As the inequali- 
ties arising from this can hardly be compensated for by between-nation 
transfers, this could lead to an increase in social inequalities. This could 
be justified by the argument of Bartolini (2005, Chapter 7) who states 
the fundamental openness of Europe and the limited capacity to gener- 
ate European boundaries - a diagnosis he explains by the openness of 
the European Interna1 Market, by the transnational, de-temtorialised 
character of European law, the purely technical orientation of the E r n -  
pean monetary policy and the continuous mlargement processes, which 
prevent a territorial consolidation. 

Fourthly, even if the European space is not marked by a clear-cut, 
either military, political or administrative difference behveen inside and 
outside, the European Union is not a completely Open space. Europe can 
be analysed more adequately as a trans-national space characterised by 
dense pattems of communication, cooperation, exchange and regulation 
and a homogeneous legal basis, the community acquis. In the tension 
behveen national spaces and a global society, the European Union is 
neither a closed "container" nor a completely Open space, but a space 
cbaracterised by the intensification of social relations. 

This leads to the question of bow such a supranational space can be 
analysed. In the following, a system-theoretically inspired proposal is 

' The percentage of impQns fiom the EU15 compared to total impm fell from M.5% 
in 1992 to 60.2% in 2003, as did the Fentage of exports to totai eexprts (67% and 
61.9% respectively) (Source: Eurostat). Measured against the flow of d k c t  invest- 
ment fiom the EU25 countries the name is tme: 55.3% (2004) of all the Eumpean 
direct invesment was made in non-EU counkies (Passerini 2005). In 2002, this fig- 
ure was 73.2%. 
























