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There is an ongoing debate in the European Union (EU) about the social dimension of 

Europe. In addition there are both economic and legal developments in several Member 

States, such as France, Italy and the United Kingdom (UK), which will affect the future 

of the EU in 2018. 

A. Economic Situation and Labor Market Developments in the EU 

After four strong quarters, the European Union and the Eurozone remain on course for 

growth. The Commission’s objective to reach the threshold of 75 percent employment 

with regard to the working-age population (20- to 64-year olds) is not as unrealistic as 

predicted by experts. At the end of 2016, 71.7 percent of the working-age population 

was employed in the European Union. Moreover, Sweden, Germany, the UK and 

Denmark already achieved the goal of 75 percent employment. With 56.2 percent of its 

working-age population in employment, Greece continues to lag behind, as was the case 

in previous years. 

 

The EU’s economy performed remarkably well in 2017, surpassing the growth rate of 

the United States of America. The European Commission raised its growth forecast, as 

the expected growth rate of 1.9 percent was clearly outperformed in the first half of 

2017. The EU’s GDP grew by 2.6 percent in the first quarter and by 2.0 percent in the 

second. In comparison, the United States achieved a real GDP growth of 2.2 percent in 

the first quarter. 

 

In addition, unemployment in the EU plummeted to 7.5 percent in September 2017, 

continuing the EU’s recovering phase after the financial and sovereign debt crisis. With 

continuous GDP growth, a stable inflation rate close to but still below 2.0 percent and 

soaring industry production, the EU’s positive unemployment trend can be expected to 

continue throughout 2018. Nevertheless, the EU is still struggling with problems in its 

combat against youth unemployment. In September 2017, 16.7 percent of EU citizens 

under the age of 25 were unemployed and not in educational or vocational training. 

 

However, there are significant differences between the labor market situations of the 

European Union’s Member States. General unemployment rates continue to be high in 

Greece (22.5 percent) and a staggering 43.3 percent of its adolescents are unemployed. 

Greece’s rate is followed by Spain (17.7 percent) and Italy (11.3 percent) while the 

Czech Republic is the best performer with only three percent of the working-age 

population unemployed. 

 

B. Development in Specific EU Member States 

 

I. Germany 

Germany continues to be the economic powerhouse of the European Union. Compared 

to the first quarter of 2016, the German economy grew by 3.2 percent in the first quarter 

of 2017. Therefore, the biggest economy of the EU outperformed the EU by 

1.6 percentage points. Furthermore, in September 2017, 3.6 percent of the working 



population was unemployed. This is the lowest rate since 1980 and the ninth year in a 

row in which unemployment in the German labor market decreased. The Institute for 

Employment Research predicts that the number of people employed will increase by 

1.7 percent in 2018, further lowering the unemployment rate. 

 

With regard to legal developments in Germany, a new law on pay transparency and 

equality as well as a reform of the law on temporary employment are particularly 

important.  

The law on pay transparency and equality aims at combating the gender pay gap 

especially by creating more transparency of fee structures.  

The reform of the law on temporary employment provides for stricter labelling 

obligations and strengthens the information rights of the works council. In addition, the 

maximum duration of temporary employment was limited to 18 months.  

Finally, the German parliament will decide on the adoption of a law on strengthening 

occupational pension provisions in March 2018.  

 

Nevertheless, the German economy and labor market may still face potential challenges. 

The recent elections have left the federal government with a far right-wing party 

forming the third strongest political party in the parliament. It is still uncertain whether 

failing talks to form a new government will force the country to hold reelections. 

Furthermore, the European Commission ascertained that the German labor market 

provided strong disincentives for second earners in a household and that there was 

unused potential to facilitate the transition to standard employment. In addition, the 

Commission recommends to reduce the high tax wedge for low-wage earners and foster 

higher real wage growth to distribute economic welfare to all citizens. 

 

II. France 

In the past years, France emerged as one of the potential sick patients of the European 

Union. After the financial crisis and during the sovereign debt crisis, the French 

economy struggled with surging unemployment rates, rising debt and low economic 

growth. Furthermore, unlike other EU Member States, France did not reform its labor 

market to combat its high unemployment rate. The French economy nevertheless grew 

by 1.5 percent in the first, 1.1 percent in the second and 2.0 percent in the third quarter 

of 2017. However, this positive development did not improve the precarious situation of 

the French labor market. In the third quarter of 2017, 9.7 percent of the French working 

population was unemployed. 

 

The European Commission gave specific recommendations for 2017 and 2018 to tackle 

these issues. Following these recommendations, the newly elected French President 

Emmanuel Macron reformed the French labor market. To achieve this goal, he issued 

20 executive orders, a procedure to which the French national assembly had previously 

mandated him. Nevertheless, the parliament had to ratify these orders to implement 

them into law. At the end of November 2017, Macron’s orders passed the ratification 

process in the French parliament with a majority of 463 of 557 votes.  

 

The main objective of the reform is to make the regulations regarding the termination of 

work contracts more flexible, to cap severance packages and strengthen company 

agreements. Regulations on working hours, overtime, safety regulations and wages are 

now up for negotiation on a company level instead of a trade union level.  



These reforms were met with less protests than other labor law reforms. Nonetheless, 

trade unions fear a reduction in job security and unfair competition between smaller and 

larger companies. 

 

However, observers say that Macron’s move to first implement executive orders gave 

him the leverage to negotiate with trade unions from a strong position before the orders 

were transformed into law. This gave the French president great leeway to make 

concessions to the trade unions that please the public but at the same time reform the 

French labor law.  

 

Macron’s reforming zeal does not stop in France. The French president seeks to reform 

both the European Union and the Eurozone. Macron aims to completely integrate the 

German and French economies and labor markets by 2024. In addition, Macron strives 

to establish a common asylum authority, a joint budget for the Eurozone and 

standardized labor policies. Furthermore, he is pushing for a strict revision of the Posted 

Workers Directive from 1996 

 

III. Italy 

With 13.2 percent, Italy has the second highest debt-to-GDP rate in the EU. With 

2 percent in the first and 1.2 percent in the second quarter, Italy’s GDP growth is yet 

again below EU average. The working population's unemployment rate is at 

11.2 percent, while 35.7 percent of the 15- to 24-year olds are without a job or training. 

Excessive red tape, an uncertain political environment and record-high taxes diminish 

the chances of attracting investors. 

 

According to the European Commission, Italy needs to thoroughly reform its tax system 

and statute of limitations. Furthermore, Italy must allow collective bargaining to better 

balance both regional and local conditions. Moreover, Italy needs to start implementing 

and reforming existing and applicable labor market policies. 

 

C. Emerging Key Topics in EU Labor and Employment in 2018 

 

I. Intergenerational Fairness 

The European Commission’s annual review Employment and Social Developments in 

Europe for 2017, a report on latest employment and social trends, recognizes that 

especially adolescents suffered from the financial crisis, which is indicated by high 

unemployment rates and a great number of temporary contracts. In addition to social 

risks arising from a demand for more flexibility in the labor market and leading to 

atypical employment forms such as crowdworking, the demographic development 

challenges adolescents. While the number of people receiving pensions is still growing, 

the number of workers contributing to the pension fund is decreasing. One of the main 

aims of the Commissioner for Employment, Social Affairs, Skills and Labor Mobility, 

Marianne Thyssen, is to counter the danger of intergenerational inequalities. Among 

other actions, the European Commission adopted an initiative on vocational education 

and training. 

 

In addition to intergenerational fairness, the European Commission emphasizes the 

importance of promoting gender equality. Since the Commission’s gender equality chief 

Věra Jourová did not see significant progress over the last ten years, the Commission 



proposed a two-year plan aiming at equal treatment for women in the workplace and 

thus closing the gender gap. 

 

II. European Pillar of Social Rights 

The initiative on vocational education and training is also an element in the 

implementation of the European Pillar of Social Rights. Its objective is to tackle new 

developments in the world of work and in society by determining principles and rights 

regarding equal opportunities and access to the labor market, fair working conditions, 

social protection and inclusion. Implementing these principles and rights is a joint 

responsibility of the EU’s institutions and Member States as well as international and 

national social partners and other stakeholders. The European Pillar of Social Rights 

must be enforced by concrete legislative actions on a European level, such as 

consultations and guidelines regarding the Written Statement and Working Time 

Directive, as well as initiatives to support a better work-life-balance for parents and 

carers and comprehensive social security protection for all Europeans.  

In order to extend the scope of the Written Statement Directive to include new forms 

of employment, such as on-demand workers, voucher-based workers and 

crowdworkers, the European Commission already started the consultation process of the 

social partners in 2017.  

Another component of the European Pillar of Social Rights’ implementation is the 

Posted Workers Directive’s reform, initiated by the EU Member States’ ministers of 

social affairs. The draft reform aims to achieve equality concerning minimum working 

conditions and minimum wage between workers temporarily posted to another EU 

Member State and workers in the country where they are posted. It is particularly 

noteworthy that posted workers should now also be entitled to allowances such as 

Christmas bonuses. In addition, postings in the future are generally not to last longer 

than twelve months, in exceptional cases not more than 18 months. 

 

The European Pillar of Social Rights’ national transposition shall reflect each Member 

State’s diversity. The progress of its implementation will also be monitored by an online 

social scoreboard. 

 

The European Pillar of Social Rights is part of a broader discussion concerning the 

social dimension of Europe comprising questions arising from the change in European 

societies and working worlds. The European Commission’s approach in general and, 

specifically, the European Pillar of Social Rights have been criticized by both science 

and practice. Points of criticism are that it is out of touch with the current economic and 

financial debate, that the legal grounds and binding effect of the European Pillar of 

Social Rights’ are weak and that the Member States lack the financial ability to 

implement the Commission’s proposals.  

 

III. European Labor Authority 

In the 2017 State-of-the-Union-address given at the European Parliament, Jean-Claude 

Juncker announced the Commission’s plans regarding a European Labor Authority 

(ELA). This new agency would ensure that EU rules and regulations concerning labor 

mobility are enforced. The idea behind this policy is to ensure that the European labor 

market is further integrated to better absorb economic shocks. Therefore, the 16 million 

Europeans currently working in EU Member States other than their home country, the 

1.7 million people who commute to another member state and potential additional 

movers must have better access to information concerning opportunities and rights at 



home and abroad. Hence, ELA is set to strengthen the administrative cooperation 

between the employment authorities of the Member States. Furthermore, ELA will 

serve as a hub for existing tools regarding cross-border mobility, namely the European 

job mobility portal, the EU social security coordination, the European health insurance 

card, the EU blue card and many more.  

 

In the next years, several gaps within EU law and its application might be filled by 

ELA: 

 

1. Implementation of the European Works Council Directive (2009/38/EC) 

In order to support the implementation of the European Works Council Directive, a 

register comprising information about a company’s eligibility to set up a European 

Works Council will be established. Such a register has not yet been created and could 

be established by ELA. In addition, ELA could provide assistance in solving related 

transnational disputes. Strengthening the rights and the assertiveness of European 

Works Councils has also been one of the main demands of European trade unions. 

Additionally, Brexit raises questions by trade unions about the representation of UK 

employees in European Works Councils if European labor law no longer applies to UK 

employees due to Brexit. ELA could also offer support in finding a solution to these 

issues. 

 

2. Implementation of the Directive on Workers Involvement in the Societas Europaea (SE, 

2001/86/EC) and European Cooperative (SCE) 

According to the Directive on Workers Involvement in the Societas Europaea (SE, 

2001/86/EC) and European Cooperative (SCE), employees have a right to 

representation in SEs and SCEs under certain circumstances. Due to a lack of 

information regarding the company boards and SE works councils that meet the 

requirements for employee representation, the Directive has been poorly enforced. 

Monitoring whether and how requirements for workers involvement are fulfilled in SEs 

and SCEs could be another task assumed by ELA. 

 

3. Monitoring the impact of cross-border company mobility on workers’ rights 

ELA could fight against the creation of letter-box companies and tackle related legal 

gaps, especially concerning workers’ rights.  

 

4. Assistance in developing a transnational collective bargaining system 

Furthermore, ELA could promote transnational collective bargaining systems within the 

European Union. 

 

Whether ELA will be an EU agency or a different kind of institution has not yet been 

decided. The Commission plans to put the idea of a European Labor Authority in 

concrete terms by the end of 2018. In December 2017, the Commission opened a public 

consultation process to collect public opinions on establishing a European Labor 

Authority. 

 

IV. General Data Protection Regulation (GDPR) 

The European General Data Protection Regulation (GDPR) will standardize the rules 

regarding the processing of personal data by companies throughout Europe. May 25th 

2018, the GDPR will become effective in all EU Member States and will replace the 

national law applicable so far. It comprises regulations imposed on the employer to 



protect employee and consumer data. The GDPR applies whenever the employer 

processes personal data of his employees, covering nearly all operations and processes 

within a company. Furthermore, it extends the scope of the EU data protection law to all 

foreign companies processing data of EU residents. A breach of the GDPR is sanctioned 

by major penalties. Depending on the nature of the breach, fines of up to EUR 10-20 

million or 2-4% of the annual turnover may be imposed. 

 

To comply with the GDPR, many national regulations will be amended. At the end of 

May 2017, Germany adopted the amendment of its national data protection laws to 

implement the GDPR as the first country in the EU. The German Data Protection 

Adaptation and Implementation Act provides for additional provisions regarding 

employee data protection in the reworded German Data Protection Act. 

 

Companies are encouraged to establish company-related guidelines to avoid having to 

pay fines. However, a survey conducted by BEERG, the Brussels European Employee 

Relations Group, found that companies will incur high costs (up to an extra €3 billion 

per year) in order to comply with the GDPR. 

 

V. Italian General Election in 2018 

After the failed constitutional reform proposed by Matteo Renzi and the premier’s 

resignation, Italy finds itself in a state of political uncertainty. As the next general 

elections are set to be held in 2018, polls indicate that the country will tremendously 

shift to the right. In November, regional elections in Sicily already indicated what might 

happen on a national level. The governing democratic party received only 

18.65 percent, while the “center right” won the election with almost 40 percent of the 

votes. The center right covers right-wing and nationalist parties such as Berlusconi’s 

“Forza Italia” or the extreme nationalist “Northern League”. 

 

In light of its fragile economic situation and with political turmoil on the horizon, there 

is little chance that the Italian labor market will be reformed. Nevertheless, the national 

business climate index reached its highest peak in ten years.  

 

VI. Brexit 

Until the beginning of December 2017, it was still not possible to reach an agreement 

on the UK’s exit from the EU, which is required according to art. 50 of the Treaty on 

the European Union.  

 

Brexit will have many economic and legal consequences. Inter alia, the free movement 

of labor may come to an end with a cap on the number of low-skilled workers in 

particular and on the duration of their stay. 

  

The scope of European data protection in cross-border data transfer will also become an 

issue. Since the GDPR will become effective before the UK leaves the EU, it will apply 

to the UK and be transposed into national law through the Great Repeal Act. 

 

Nevertheless, after Brexit, the UK will become a “third country” and require the 

European Commission’s certification on providing adequate date protection in order to 

receive personal data of EU citizens. 

 



Economically, a statistical analysis showed that the Brexit referendum outcome has led 

to higher inflation rates, especially for product groups with high import shares, such as 

bread, milk, cheese and eggs, coffee, beer and wine (among others). Higher inflation 

rates also triggered a decrease of the real wages and an increase of prices, which 

particularly affects low-wage earners. 

 

According to observers, the UK government has put itself in a precarious position: It 

would be nearly impossible to please the demands of all stakeholders involved in the 

Brexit process. Unite, UK’s biggest trade union, started regular surveys to examine how 

Brexit affects workers. In this way, Unite is seeking maximum protection for its 

members against employers’ reactions to Brexit. It seems as if some interest groups 

would rather take their own precautions than rely on a governmental solution.  


