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Abstract

In the past, universal access to essential public services served as an important mechanism for generating a
good relationship between the market, social cohesion and democracy in many European countries. But, with the
growing dominance of the mode of negative integration across the continent, citizens are being reconstituted as
consumers and small shareholders. Meanwhile, privatisation of public services steamrolls the results of the
decommaodification of wage labour achieved in the short social democratic century.
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1.Introduction

The process of privatising public services across Europe is proceeding relentlessly, albeit with
major differences from sector to sector and between Eastern and Western Europe. Despite these
many variations, a common feature of development can be identified: a regressive process of re-
commodification with a parallel development of internationalisation of state functions, ceding at
least part of the political control over economic and social development and reducing citizens
political influence over tax expenditures.

In the long run, the privatisation of essential public services seems likely to lead to a
continuing deterioration of employment and working conditions in sectors which in the past were
characterised by a distinctive labour relations regime, providing models which were gradually
extended to private industry . The impacts of privatising and liberalising services in the EU
member states could bring even more serious consequences for the future of democratic
functioning and, furthermore, the integration process as a whole.

Until the 1980s, there remained a vital cross-party and even cross-country consensus in the
European Union that certain goods and services ought to be excluded from the functioning of the
market. European citizens still expected the state to function as a necessary and appropriate
instrument for social balancing. Public services were perceived as essential for creating and
strengthening social cohesion and thus were strongly related to social justice, even if their
economic efficiency proved to be lower than under market conditions. This was particularly the
case where access to high quality social services and essential utilities were regarded as features
of social citizenship. On the other hand, the privatisation of public services, for instance in the
USA, was associated with the abandonment of social justice as a political objective, and
characteristic of an ideology based on individualism and competition.

The privatisation of utilities like railway networks and postal systems was seen at first as very
controversial and, for a long time, the privatisation of pure as well as non pure public goods in
terms of welfare economics (goods that are non-rival and non-excludable in consumption) such as
water, health care or education was not even a matter for debate. There was a common
understanding that the market mechanism is, in principle, not capable of satisfying the needs of all
people and cannot guarantee equal living opportunities. Public discourse did not concern itself with
the question of public or private provision of public services in terms of economic efficiency nor
were education or health care classified as services. These (non pure) public goods were viewed as
goods of social value or merit goods that are indispensable for decent living at a historically given
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level. Questions regarding the provision, protection, and guarantees of access to these kinds of
goods and services were inseparably bound up with the political order as a whole. A broadly shared
consensus supposed that policy should enable all citizens to have equal opportunities to realise
their individually chosen life plans, and to have access to a range of necessary goods such as water,
a healthy environment, safe supplies of energy, good roads, an efficient school system and
carefully regulated financial systems. Because in modern society structures of direct solidarity
through family, relatives and the neighbourhood have almost died out, the redistribution systems of
the welfare state are as important as indispensable goods, because they determine whether a citizen
is guaranteed physical and psychological health, knowledge, information or mobility. Against this
background, indispensable goods and services had become social rights in the European welfare
states of the second half of the twentieth century.

2.New trend of the services in the EU

Furthermore, the creation of new markets always requires a legal transfer of ownership and the
creation of mechanisms to ensure the enforcement of rights. Usually, the conditions for market
transactions are set up by a third party, taking the form of state legal and political structure. In the
case of services, the social and political constructions necessarily to create new markets, in
particular the groups of rights and obligations which have to be specified in order to define the
object of exchange, are neither self-evident nor easily created. In the hegemonic (neo-liberal)
definition of the economy there is one single argument in favour of privatisation and liberalisation:
efficiency. Greater efficiency requires competition, according to this argument. Furthermore,
privatisation and liberalisation of services are expected to increase overall quantifiable welfare
gains. However, when considering services, economic wealth is not the only good that should be
valued. Other non-economic values and social goals (such as equity and social justice or the
development of disadvantaged regions) have to be taken into consideration as well. This reflects
the legitimacy that is lent to the market through social and cultural forces while legitimacy in the
state-society nexus based on historical compromises is also maintained. This situation begs the
question of which services can be privatised and liberalised without harming the legitimacy of the
state.

In many parts of European public discourse, the model of Rhineland capitalism, characterised
by extra-market coordination has been confidently set against the US model as an economically
successful approach in the context of world-wide competition. Unlike the US model of capitalism,
in Europe the state was viewed as the most important agent for protecting citizens against poverty,
income inequality and income losses associated with typical labour market risks. Although there
were national variations among European welfare regimes, the state stepped in as the ultimate
provider of economic and social security. The legitimacy of government was strictly linked to its
ability to provide equal access to high quality social services and essential utilities, thereby
compensating for the reallocation resulting from market processes through redistribution und
regulation. The prevention of wasteful competition between national providers of energy supply,
postal, telegraph and telephone systems, the supply and disposal of water, public transportation
etc. was an important element of state policy in relation to economic development. Universal
access to essential public services served as an important mechanism for generating a good
relationship between the market, social cohesion and democracy.

In short, the provision of public services tied democracy to the effective expansion of
economic, social, and cultural rights, which were responsive to the values of equality, solidarity
and non-discrimination. Over time, the provision of goods and services that particular societies
considered should be provided for all their members had been broadened because of the influence
they exercised on their capacities or on their welfare. In this context, providing access to goods of
social value or merit goods already a reality whenever possible, became an ethical imperative in
most European countries. In its opposition to the single rationale of economic efficiency, this
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ethical imperative still persists, although it does so in an increasingly hidden way, in what might
be termed the ‘subterra’ of public discourse in Europe. But it can still be identified, for example in
the campaign by the European Public Services Unions (EPSU) for an EU legal framework for
services, launched in 2006, which is calling for legal protection that takes public services out of
commercialisation and reaffirms the common principle that general interest should take
precedence over the laws of the market.

Nevertheless, since the mid 1990s, the wave of global deregulation, liberalisation, and
privatisation has overwhelmed even the welfare states of continental Europe. In the Central and
Eastern European Countries (CEEC) the transition from socialism to market capitalism has
operated in the same direction. In continental Europe the new gold rush started somewhat later
than in the USA and UK, where the neo-liberal counter-revolution had already begun in the mid
1970s, and the countries of the Global South, where it was enforced from the 1980s on by means
of the structural adjustment programmes of the IMF and World Bank. In Europe, as elsewhere,
this development hollowed out what most citizens had until recently experienced as the basic
framework conditions for their lives.

The wave of privatisation of services in the EU first started with energy supply and the
telecommunications sector. Then it expanded to encompass other service sectors such as public
transportation, the postal system, the public building sector, and finally social security institutions
and the education sector. Privatisation has gone further than in any other European country in the
UK, where even parts of local government, schools and the criminal justice system have now been
opened up to private business. Whenever laws and regulations are repealed and public services
(including complex processes of interpersonal exchange such as teaching and learning) are treated
as a commodity the same reasons are given — the unavoidable need for reforms in European
welfare state provision and the crisis in public finance. Reducing public debt and promoting
efficiency are regularly given as justifications when markets (whether in energy,
telecommunications, water, health or education) are liberalised or when public enterprises, such as
public hospitals, vocational schools, prisons or parts of the military support services, are
privatised, or quasi-privatised by means of cross-border leasing. Privatisation seems to be an
unavoidable consequence of the interactions between labour market crisis, the fiscal crisis of the
state and demographic development.

Since the end of the golden age of capitalism in the mid 1970s, the slow-down of economic
growth has continued with huge losses in state revenues from taxes and social security
contributions on the one hand, and increasing state funding of mass unemployment on the other.
National debts have increased considerably because their higher expenditures are financed by
credit. This situation, which has now persisted for over a quarter of century, has increased the
incomes of the already rich, who have in effect lent money to the state and profited from the rise
in real interest rates since the 1980s. This context should be borne in mind when considering what
specific developments of the late 1980s and 1990s forced privatisation onto the European political
agenda. It is clear that neo-liberal ideology has proven to be a self-fulfilling prophecy which has
become a powerful reality in Europe and beyond as a result both of political decisions and non-
decisions.

A central role in the privatisation of public enterprises and public services is played by
deregulated, global financial markets. Everywhere in the world, real interest rates have been
above the real growth rates of GNP. At the same time, there has been a world-wide crisis of
overproduction in the consumer goods market. One result of this is that educational and health
services have gained in importance. From the point of view of investors, economic areas like the
pension and health insurance systems, which offered little scope for reward in the past, now
promise to become profitable. It is therefore in their interest of the finance sector that former
public goods and services should no longer be financed by taxes and social security contributions,
but by interests and profits from the shares and bond markets. It can also be described as a
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massive act of redistribution from the bottom to the top. One result of this method of financing
indispensable services is the impoverishment of public finances: the tax base is eroded because an
ever-increasing share of the positive surplus funds of the state budget is ending up in the pockets
of government bond holders, while revenues continue to decline, partly because of illegal and
criminal activities (high tax fraud) as well as dumping mechanisms between the competition
states.

In such a situation, privatisation seems to be an obvious, albeit only a short-term instrument
for escaping misery. In order to enhance privatisation and advance private investment in the form
of public-private partnerships or foreign direct investment private property rights have to be put in
place. In the EU the modes of integration encompassed in the single market philosophy have
played a vital role in this development, through the parallel processes of deepening and widening
and the unbalanced processes of negative and positive integration.

Deepening and widening of the EU result from both negative and positive integration.
Negative market integration demands the dismantling of rules, borders and boundaries in order to
liberalise the movement of commodities, services, capital, and human beings. This is the
realisation of the four freedoms of the EU, as laid down in its key documents from the Treaty of
Rome to the Treaty of Lisbon 2008. This mode of integration obeys both the geo-economic logic
of the world market and the geo-political logic of territorial expansion by including different
markets and social systems into one single larger market and social system. Hence integration can
be understood as a simultaneous process of dismantling borders in the course of spatial expansion
and acceleration of capital flows (negative integration) on the one hand and setting up new
political limits to ensure the respect of certain rules which are necessary for the smooth working
of capitalist accumulation, the creation of a social consensus and the reproduction of political
hegemony (positive integration) on the other hand .

Negative market integration, which may also be called de facto integration is a neo-liberal
project against any demands for rules of redistribution in order to strengthen the fragile social
consensus. This project transforms European citizens into market agents, in the extreme case into
the sort of rational constructs embodied in the idea of the homo oeconomicus, even if we add
Europaeus as an adjective. A common European identity cannot arise in a crowd of market
agents. Tendencies of disembedding inspired by neo-liberal protagonists, can only be countered
where social and economic routines take place in a cultural context where elaborated forms of
politically organised coordination can be established and institutions exist to which long-term
commitments can be made. Undoubtedly, the opening of borders and removal of other obstacles
to the exchange of goods, the movement of people or the flows of capital have brought progress.
Negative integration thus has its positive aspects. But these only can be appropriated by EU
citizens insofar as the political and social framework is favourable. Without this, the new market
liberties can be exploited for ruthless profit-making with negative effects on the natural
environment, on the financial order and most particularly on labour.

Political and social, and therefore positive integration is essential to avoid negative integration
ending in a disaster. Positive integration can be seen as the production of a new legal order, which
requires a minimum consensus, and must therefore not only be de facto and de jure, but also de
consensu. While negative integration enlarges the private sphere, its contrary (the withdrawal of
the state from economic interventions and the entrenchment of the public sphere), namely positive
integration, generates the opposite. Positive integration can be seen as the development of a
consensus built on the provision of material and immaterial public goods and services. This form
of integration could enable Europe to grow with material advantages and future prospects creating
added value through this form of integration. But this would require a European regulatory
framework that provides equality of access, universality (through the provision of services to all
citizens) and accessibility, with price and tariff controls.
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In recent decades it is negative integration in the EU that has been predominant, so the
formation of a European public space and consent has lagged behind other forms of integration. In
the course of negative integration, which has de facto extended the house of liberties, the positive
dimensions of integration have been pushed back. The establishment of an institutional
framework for market liberalisation was a precondition for new investment opportunities,
resulting in a flood of acquisitions and mergers. At the same time, the integration of markets
within Europe resulted in an increasing pressure on competition, pushing private corporations
towards the enlargement of their market shares, especially in the Central and Eastern European
Countries (CEECs). In addition, the initial effect of the liberalisation of the telecommunications
sector and the development of the internet that followed it contributed to the technical and
organisational development of other sectors, again fuelling the push for cross-border expansion.
Doubtless,the actors of civil society and social movements have an important contribution to
make to public services organised by citizens themselves as third factors between state and private
enterprises. But all the new examples of self-organisation that can be observed to be springing up
within the framework of a economy of solidarity and which address questions of access to and
supply of public services seem to have arisen as a result of destitution rather than spontaneous
innovative impulses. Most of these social movements lack the financial resources to develop into
an avant-garde anti-neo-liberal movement. An undifferentiated anti-statism which accompanies
the criticism of deregulation, liberalisation, and privatisation measures, however valid this critique
may be, should not be confused with the necessary but difficult task of bringing a humane society
into being.

At a European level it is obvious that positive integration is, to a certain extent, a necessary
complement to negative integration and it is therefore necessary to throw sand into the
transmission of the satanic mill of deregulated markets. This should be the task of a very different
European social model from the one announced at the 2000 Lisbon summit and promoted ever
since by the European Commission. If the idea of a European social model is to have any meaning
for European citizens, a rebalancing of the EU agenda in favour of social and environmental
concerns is of the utmost importance. Both the Lisbon Agenda and the EU service directive
(which, through the ambiguities in its wording, opens up even greater scope for the European
Court of Justice to rule in favour of greater competition), are being used as crude instruments to
attack valid and legitimate social legislation. In order to avoid further disintegration in the EU and
a rebirth of nationalism, co-operation must become the driving force of development. This
perspective requires public services to be provided in a way that ensures that they maintain a high
degree of sociability and solidarity, thereby creating and strengthening social cohesion. However,
this cannot be the case if the provision of public services is based on an ideology of individualism
and competition.

3.An example : the education privatisation

At the global level, it is international institutions like the World Bank, OECD and WTO that
have orchestrated the change in discourse regarding the liberalisation and privatisation of
education. The OECD, in particular, has urged the EU to foster competition and cross-border trade
and investment in the service sector, including higher education. It promotes private businesses as
partners for smarter education, examines education systems in order to teach individual countries
how to improve their performances by learning from each other, and is a promoter of cross-border
private investment in higher education . The GATS is viewed as an exportenhancing agreement for
OECD countries largely because of its contribution to the expansion of trade in higher education
services.

At the European level, the liberalisation of higher education within the GATS supports and
is supported by the so-called Bologna Process which aims to establish a common European
Higher Education Area .
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This vehicle is based on a system of easily recognisable and comparable credits and
degrees. At present, however, it seems unlikely that the EC will order its member states to open a
market in education by constituting education as a service of economic interest .

Thus there appears to be no immediate risk that the member states will face a requirement
for liberalisation of their national education systems, nor is it likely that education will be
included in the Community’s GATS negotiations. However, the forms of privatisation that have
taken place within the school system in the UK are already included in the EU legislation. If they
were to be extended by GATS the most likely direction is not the privatisation of state schools but
state subsidies to private schools . In addition, since 2005 the European Commission has been a
driving force of the new hegemonic discourse at the European level. This discourse re-articulates
education as a resource for the economy, identifying serious gaps in EU universities, and
proposing several reforms to close these gaps to competitors . The problems that are supposed to
exist in European universities include: a lack of responsiveness to the needs of markets , failure to
enable world-class research; and the fact that universities and business still inhabit largely
separate worlds. The EC is pressing for immediate, in-depth and coordinated change from the
way in which educational systems are regulated and managed, to the way in which universities
are governed.

It is against this background that education (in particular higher education) is becoming a part
of place marketing. As with other public services, the US higher education system usually serves as
a reference model here. Competition, autonomy, lessened state control and free choice of schools
according to market parameters will, it is argued, improve education. The introduction of market
mechanisms will minimise the costs of education provision. Market forces will generate
competition among educational institutions, motivate teachers and academic staff and reduce
school and university failure. In short, applying fewer resources and optimising their use will,
according to this view, lead to improved performance.

Following this approach, at a national level the member states are organising educational
reforms while private actors are using these reforms as specific opportunities for making profits
and offering solutions to the problems identified by international organisations, private corporate
think tanks and the media . In this scenario, the private sector adopts the role of a mediator of
policy between the central state and local educational institutions. As a result, the emerging
European social model lacks most of the features which in former times distinguished the different
European welfare regimes from the US model. It is a model which is promoted by missionaries like
the OECD, World Bank, the EC, think tanks and lobby groups representing corporate interests as
well as the media. Within this model the role of the state is reduced to that of a contracting party
and regulator which buys in preprepared good enough solutions to problems such as budgetary
constraints, command bureaucracies and inadequate performance in delivering services. Private
corporations, without being legitimised to organise public education, are increasingly providing
funding for the public service itself, and even selling policies .

Private companies can be viewed here as ‘mercenaries’ making money out of the
proliferation of a European social model based on the privatisation of public services by providing
a good enough, though not best, solution for government problems in an age of global competition
offering ever lower corporate taxes, wages and costs for employers. The nation state, including
actors in the legislative and the executive branches of the state, is both the object and the subject
of a regulatory transformation. And the mission to create a global market for educational services
with standards set by European providers is nearly completed, with the UK providing models for
private-public partnership in education, a new system of educational governance, closer
connections between educational institutions and particular sectors of the labour market, and a
new role for the private sector as a mediator or even a maker of education policy.
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4.Conclusions

Good arguments for the privatisation of public services are rare. The more comprehensive
socio-economic security becomes for all citizens, the less they feel the force of solidarity as an
intrusion on personal freedom the greater the societal pressure for maintaining a high quality of
indispensable public services becomes.

Certainly, this does not mean that there is no need for reform with regard to Europe as a
social union, a project that still could win back citizens support for European integration. Even a
closed defence of solidarity systems for social security need not overestimate the role of the nation
states in the Union. Where public services are inefficient and organised in an archaic way, an
extension of rights to participation and control by citizens and civil society organisations could
address the situation. To some extent, organisational forms of civil society which are ‘beyond
market and state can also be seen as alternative means of delivering a publicly or privately
organised supply of public services. In many, though not all, cases this could provide a realistic
solution. Health, for example, is not only dependent on expensive medical instruments, but can also
be improved by bettering working and living conditions. Education, too, can to a certain extent be
organised by civil society institutions. Here, the European Social Forum and many other regional
and local social groupings and bottom-up self-education activities provide examples. But it is
questionable whether the resources of an ‘economy of solidarity’ would really be sufficient in case
of longterm unemployment, serious illnesses or redundancy of skills. Societal institutions like the
immediate or extended family, friends, neighbours and voluntary organisations do not offer viable
alternatives either, if we take into account that women no longer want to bear the whole burden of
care and counselling for a growing number of elderly people.
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