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A tool only for financial purposes? 

The lopsided use of the Pensions OMC by political actors 

 

 

 

Abstract: 

In a world of global crisis dynamics, the relation of market-building and market-correcting 

measures needs to be redefined in Europe. In the political toolbox for overcoming the 

constitutional asymmetry between negative and positive integration, the Open Method of 

Coordination (OMC) turns out to be a rather weak instrument.  
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By analysing the use of the OMC in three Member States (Germany, France, Austria) with 

major old-age security reforms in the last years, this paper argues that the OMC constitutes no 

veritable “new mode of governance”, with which it would be possible to identify a starting 

point for a comprehensive European Social Model. A focus on the European impact on pension 

reform discourses in parliament shows a different designation of the OMC as a possible 

catalyst for liberal social policy paradigms. 

Whereabouts the method is consulted for backing national policies, advantages deriving from 

the Europeanisation of the social policy reform discourse are taken by the economically and 

not by the socially orientated actors. This is getting obvious for the pension insurance schemes 

of Bismarckian provenance by focusing on the financial themes of old-age security, thereby 

hardly discussing the aspects of solidarity, redistribution and adequacy of benefits with regard 

to their European determinants. As a consequence, the legislative process in parliament maps 

an apparently higher legitimated reform policy of growing risk individualisation, privatisation 

and the abolishment of the maintenance of the acquired standard of living. One reason for this 

purpose is the poor strategic integration of the OMC by those actors arguing on a higher level 

for an alternative European Social Model. 

 

 

 

Keywords: European Union; Open Method of Coordination; pension policy; discourse; national 

parliaments 

 

1. Introduction: Current state of research 

 

The Pensions OMC was implemented ten years ago at the summit of the European Council in 

Stockholm in March 2001 (Europäischer Rat 2001c). The Laeken summit in December 2001 

enacted it with the decision on its three overall objectives on adequate pensions, financial 

sustainability and modernisation of the pension systems (Europäischer Rat 2001b; Rat der 

Europäischen Union 2001). The instrument was part of the Lisbon Strategy, aimed to overcome 

the gap between the far reaching economic integration of the European Union (EU) on the 

one, and the relatively low level of social integration on the other hand. The idea of an open 

coordination should have enacted a process of mutual learning, whereby the Member States 

coordinate their social policies, while keeping their national sovereignty in the concerned 
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policy fields. The application of a soft governance method shows that the EU enjoys the least 

legitimacy in the respective policy field (Cram 2011: 645). The OMC consists of a recursive 

fourfold process of: 

1. The decision on common European guidelines and objectives, 

2. the formulation of quantitative and qualitative indicators and benchmarks to 

measure progress, 

3. the transfer of the European guidelines in national policy projects, and 

4. a regularly monitoring, evaluation and mutual assessment through a 

comprehensive system of reports by the member States and the EU. 

 

A transfer of politics from the supranational level of coordination to the national state may 

happen by diffusion of political ideas, reform concepts and best practice examples; Member 

States should politically learn from one another in an atmosphere of deliberation far from 

hierarchic power elements (Radaelli 2004; Borrás/Jacobsson 2004). But by growing 

interdependence the pressure to reform may grow simultaneously: in a pan-European 

competition on the best welfare system, Member States use the benchmarks for comparative 

rankings. The OMC could trigger a process of “naming, shaming and blaming” for the country 

which is performing worst, as well as a national reaction of “blame avoidance” by trying to 

exactly comply with the EU objectives (Trubek/Trubek 2005; Benz 2007). 

 

In the steadily growing corpus on the Open Method of Coordination (OMC) literature there is 

until now only less evaluations of the OMC in social policies, namely the Pensions OMC and the 

OMC in Health and Long-term Care. Most analyses examine the OMC in a general or 

theoretical perspective and case studies are available mainly in the field of the OMC in Social 

Inclusion and the OMC’s predecessor, the European Employment Strategy (EES). This is an 

important desideratum, as the pension sector is the financially most intensely in the Member 

States. Its share on the public finances of a State’s budget may lead to externalities for other 

countries in the economically integrated area. In the European system of competing welfare 

states, the level of social spending represents a growing locational factor (Busch 2010). As well, 
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the European Commission tries to increase its influence on the reform of the national systems 

of old-age security and wants to foster the European coordination frame in the nowadays ten 

year “Europe 2020 Strategy” (European Commission 2010). 

 

The main question to be posed is, if the Pensions OMC constitutes a veritable “new mode of 

governance” (Hodson/Maher 2001) contributing to the establishment of a European Social 

Model, thereby serving as an instrument to overcame the EU’s asymmetry between negative 

and positive integration (Scharpf 2002)? Does the soft governance method leads through its 

mutual learning process to a European synthesis of positive reform experiences? Or does this 

new instrument rather helps to fuel a competition driven harmonisation of loop ways? 

 

There exist a couple of works on the formation phase of the Pensions OMC, identifying a 

strong competition between economically and socially oriented actors on the objectives of the 

method (de la Porte/Pochet 2002; Anderson 2002; Hartlapp 2008; Natali 2009). Some argue, 

that this conflict on EU level was decided in favour of the economically oriented actors, 

proofed by a priority on macroeconomic and financial aspects on the costs of the objective of 

adequate pensions (Pochet 2003; Laitinen-Kuikka 2006; Armstrong/Begg/Zeitlin 2008). This 

could be seen as well if one looks at the indicators developed for measuring the achievement 

of the OMC goals: They would indicate mainly the input side of financial sustainability (Casey 

2003: 102f.), while the output side concentrates on the prevention of old-age poverty, thereby 

hardly complying with the defined objective of living status maintenance in many insurance 

systems (Schmähl 2005).  

 

Analyses of the first coordination cycle of the Pensions OMC from 2002 to 2005 remark an 

unofficial ranking in the first joint report, concerning the overall objective of financial 

sustainability (Schludi 2003; Bruno/Jacquot/Manin 2006). This priority seemed to be in line 

with the reform attempts in pension policies in Europe since the mid-90s of cost efficiency and 

budget consolidation (Natali 2008: 232). Studies focusing on the aspects of participation and 

transparency conclude a dominantly centralised, top-down process far from deliberative 

governance (de la Porte/Nanz 2004) and a rather “closed” than “open” method for civil 
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society, trade unions or parliaments (Bergham/Okma 2002; Natali 2005; Natali/de la Porte 

2009). Widespread is the perception that the Pensions OMC misses all relevant features for 

being a “new mode of governance” (Lodge 2007). 

 

First evaluations of the National Strategy Reports (NSR) of the Pensions OMC done in case 

studies, show an unambitious mapping of enacted or planed reforms with a focus on financial 

aspects for Germany and Great Britain (Ervik 2006), France and the Netherlands (Natali/de la 

Porte 2004). Regarding the OMC’s impact on national pension reforms, the preliminary 

conclusions are evaluated very limited for Austria (Lang 2003) and Greece (Featherstone 2008) 

and speak of a certain leverage effect on reforms in France (Erhel/Manin/Palier 2005; de la 

Rosa 2007: 512ff.) and Belgium (Vanhercke 2009). 

 

Here, it shall be examined in more detail, if the Pensions OMC is at all used by political actors 

in the national reform agendas of old-age security systems. This will give some hints on its 

possible influence and helps to determine, if the Pensions OMC constitutes a “new mode of 

governance” to strengthen the social dimension of the EU or rather a “selective amplifier for 

national strategies of reform” (Visser 2005) or not much more than an information tool to 

stimulate reform debates (Eckardt 2005). 

 

 

2. Methodology: Discourse Analysis 

 

To measure the impact of the OMC, there has not been implemented a uniform method of 

analysis so far. On the contrary, access is characterised by a wide variance of different 

theoretical and methodological approaches (Hartlapp 2006; Citi/Rhodes 2007; de la Porte 

2010). The focus of governance research lies dominantly on procedural aspects of the OMC, 

asking for the extent of learning effects set by the coordination, the shaping of the 

participation of political actors and institutions and how transparency and legitimacy of the 
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process are organised. Methodically, these analyses often take the form of interviews with 

Commission officials and ministerial and other actors such as NGOs and social partners.  

The cognitive interest behind is to detect the claims, effectiveness and impact of the OMC. 

Yet, while this approximation functions almost exclusively on the examination of procedural 

rules, written documents and people involved in its preparation process, the central place of 

political action in a democratic state – the parliament – is largely ignored. The chain of 

reasoning for this is simple: The parliaments have no formal role in the OMC: their efficiency 

could therefore not be measured in parliament. But whether and to what extent policy 

transfer takes place from the supranational coordination to the national level, needs to be 

measured in the national policy arena, in the center of reform action. This is in the democratic 

state the parliamentary discourse (on the shortcomings of national parliament’s role in the 

OMC process cf. Benz 2007). Here, all relevant actors of the respective policy area come 

together for consultations. If the OMC has any influence, this shall be shown in explicit or 

implicit references as part of the negotiated reform. More than that: The focus of the OMC 

research on the use of the OMC by the national governments and the ministerial bureaucracy 

does not consider that parliamentarians have the final say on policy proposals and often 

amend and change the initial plans (de Ruiter 2010: 876).  

 

The determination of the degree of policy transfer (Dolowitz/Marsh 2000) by the OMC at EU 

level into the national policy arenas is essential to be able to measure its possible impact as a 

“new mode of governance” to strengthen the social dimension of the integration process. To 

map the possible use of the Pensions OMC in national pension reforms and its scope and level, 

this analysis investigates the parliamentary reform discourses of three major old-age security 

system reforms in three EU countries. Germany, France and Austria have been chosen, 

following a most similar case design with pension systems of Bismarckian pay-as-you-go roots. 

All three belonging to the conservative welfare world, with strong corporatist traditions in the 

organisation and altering of social security, usually embedding social partners and civil society 

by consultation in legislative reform processes. Countries with Bismarckian social insurance 

schemes with the overall objective of living status maintenance after retirement and a strong 

dependency on employment have constantly been receivers of demands to reform their old-

age systems. In the three states chosen here, one can distinguish several waves of reform in 
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the last 30 years, of which the last one’s have been the most radicals so far (Palier 2010). 

System changes occurred in a paradigmatic way (Hall 1993), redefining the traditional 

objective of living status maintenance. The most dominant reforms at the time the Pensions 

OMC was already implemented, contain  

- in Germany the “Rentenversicherungs-Nachhaltigkeitsgesetz” in 2004, 

introducing a sustainability factor to put into effect the stability of the 

contribution level on the costs of the benefit defined system as a continuation of 

reforms enacted in 2001; 

- in France the so-called “Réforme Fillon” in 2003, aligning the system of civil 

servants and the pension insurance for employees by an increase of the 

necessary contribution period, cutting back early retirement options, and 

institutionalizing a three-pillar pension model with private capitalization; 

- in Austria the “Pensionsreform 2003”, abolishing almost all early retirement 

options, increasing the benefit cuts in case of retirement before the legal 

retirement age, a lengthening of the qualification period and a lower pension 

adjustment. 

 

These pension reform measures exhibit strong congruencies with the agenda of the OMC in 

that field, which can be seen by the evaluations made in the joint reports of the European 

Commission and the Council, appreciating the course of the reforms (Hacker 2010: 237ff.). 

Following Zohlnhöfer and Ostheim, the congruence of the European objectives of the 

coordination method and the policies conducted in the single state is the “condition sine qua 

non” of the existence of a policy transfer (2005: 151). In a second step, one has to analyse, if 

and to what extent the parliamentary proceedings contain references to the coordination 

method. This will be done here by checking a large corpus of data of in the legislative process 

relevant documents, like draft law explanations, protocols of plenary and committee meetings 

of both parliament chambers, advisory opinions and consultations of associations, social 

partners and experts from academia. With coding and classification, regularly phenomena and 

problematisations of the discursive relations are identified in order to carve out a knowledge 

system and the power relationships of the relevant actors of the parliamentary legislative 

process (Foucault 1981; Diaz-Bone 2006). 
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3. Results Discourse Analysis 

 

3.1 Germany 

 

The 2004 pension reform in Germany (“Rentenversicherungs-Nachhaltigkeitsgesetz”) shows 

little references to the European dimension. The EU appears in the reform discourse only due 

to the remarks of some economists and social scientists invited in the public hearing in 

parliament. Here, in the committee for health care and social security of the Bundestag, the 

pension expert Diether Döring warns the deputies of the consequences of the law discussed: 

The implementation of a sustainability factor in the pension formula would lead to a pre-tax 

benefit level of only 34% in 2030. A value, which would lie just above the pure basic pension 

models in the Netherlands, Switzerland or Denmark with around 33%: 

 

“But if you compare that with such neighboring systems, either in the Netherlands or Denmark for 

example, that provide only basic security without any income component, or, as the Swiss example, that 

combines a certain, limited income component practically with a minimum pension, then you have to 

see, of course, that a system purely based on the living standard maintenance would have higher 

incomes and better overall effects *…+” (Diether Döring, Expert, Deutscher Bundestag - Ausschuss für 

Gesundheit und soziale Sicherung 2004b: 25; translation: BH). 

 

Another expert from university, Winfried Schmähl, explains in his advisory opinion, that the 

strengthening of the contribution side on the costs of the benefit side is a pan-european trend. 

In the only explicit reference to the Pensions OMC of the whole legislative procedure, Schmähl 

mentions its emphasis on fiscal sustainability: 

“However, it corresponds to a current widespread tendency to put the contribution to the center of 

focus and to make the benefit level dependent of the revenue situation. This development is to be seen 
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not only in Germany but for example at the European level, where – not least because of the influence 

of economics and finance ministers – the question of "fiscal sustainability" is the main focus, inter alia in 

the "open method of coordination". The federal government also follows this tendency with their 

"sustainability law", the introduction of an additional "sustainability factor" and the change in the 

update rule for the average gross wage” (Schmähl 2004: 2; translation: BH). 

 

This view is contested by the economist Axel Börsch-Supan, advertising in his advisory opinion 

a strengthening of the contribution equivalence in order to increase the actuarial fairness of 

the pension system. He names similar reforms in Sweden and Italy as best practice cases and 

explains that Germany already has mimicked the essential components of a notional defined 

contribution system with the credit point system, actuarial adjustments and the indexation 

rule: 

“What a country prefers as a pension policy – an almost textbook-like NDC system as in 

Sweden or a demography-indexed DB system as in Germany – is probably more dependent on 

the historical path of a country and the specific circumstances of the political debate than on 

abstract economics” (Börsch-Supan 2004b: 24).  

 

The possible shift of the traditional public pension insurance with its objective of securing the 

living standard maintenance towards a new system, offering only a basic pension, is discussed 

in a European context in the committee. The countries of reference are the Netherlands and 

Switzerland, where a system of obligatory occupational pensions was introduced. Döring 

believes that a guaranteed benefit level above the social welfare benefit is in the long run only 

possible, if the decrease of benefits in the public pension insurance will be compensated by an 

obligatory occupational insurance: 

"Such a strategy would correspond largely to that in several European neighboring countries. It could 

relieve the welfare state policies in relation to the GRV [Gesetzliche Rentenversicherung, public pension 

insurance] and would rule out coverage gaps in the longer term with more consequence than the 

previous additional prevention strategy" (Döring 2004: 3; translation: BH).  
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But in the view of Schmähl, politicians do not follow the positive examples of both countries 

mentioned: 

"In Germany we would now go exactly the opposite way. To a certain extent we make a legal system 

through legal measures insufficient, and sooner or later there will be increasing concerns, whether the 

private provision, up to that point only supported by tax incentives, requires to be enriched by an 

obligatory component” (Winfried Schmähl, Expert, Deutscher Bundestag - Ausschuss für Gesundheit und 

soziale Sicherung 2004b: 25; translation: BH). 

 

These few European comparisons regarding the fundamental design of the old-age security 

system mentioned by some experts in the social committee do not find any echo in the 

political arena in the further proceedings. Politicians disagree on the questions of lower 

benefits and the role of compensating occupational and private pension plans, but references 

to the European dimension do not exist and best or – depending on the point of view – worst 

practices examples of other countries are rarely discussed. 

 

There is only one sub discourse on the correlation of retirement age and occupation featuring 

recurring references to the EU. Again, two pension experts, Bert Rürup and Döring, suggest 

that the employment rate of people aged 55 to 64 years would be much higher in many 

European countries than in Germany. They trace the bad level of one central indicator of the 

European Employment Strategy as well as the Pensions OMC back to the fact that Germany 

exercised early retirement as an instrument of labor market policy for a long time: 

“Older workers in the usual convention are those between 55 and 64. Taking a look beyond borders, we 

can see that in Switzerland 72 out of 100 older workers of this definition operate; in Norway 67, in 

Sweden 64, in the United States 58, and in Germany 38. These higher participation rates of older 

workers in these countries result 

of the fact that these countries never committed the fault, we did in Germany mainly in the 90s, when 

we wanted to solve labor market problems by setting incentives for early retirement” (Bert Rürup, 

Expert, Deutscher Bundestag - Ausschuss für Gesundheit und soziale Sicherung 2004b: 29; Translation: 

BH).  
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This information finds its way through the debates and is picked up by the minister of health 

care and social security, Ulla Schmidt (SPD), in the second reading: 

“We want to stop early retirement after unemployment and partial retirement. We want to set a sign 

here, because we cannot accept, that in Germany, the employment rate among 60 to 64 year olds is 

only at 22 percent. Only one out of five employable persons in this age group has a workplace. *…+ Yet in 

this decade we want to ensure that the employment rate in this age group will be in Germany as high as 

in Switzerland or in 

Sweden, where it lies at 50 respectively 53 per cent” (Minister for Social Affairs, Ulla Schmidt, Deutscher 

Bundestag 2004c: 8663; translation: BH). 

  

Sweden and Switzerland are mentioned as best practice examples for high employment rates 

of the elderly as well by the opposition; the parliamentary group of the FDP deviates a need 

for political action with regard to the low German data: 

 

“The financing problems of social security systems are considerably aggravated by the employment in 

the age group of 55 to 64 year old. In Germany, the employment rate among 55 to 64 year olds, i.e. the 

proportion of employed persons of the total population of this age group, was in 2001, according to 

OECD figures, only 41.5 percent. In contrast, was the participation of older workers in countries with 

more successful employment policies much higher than in Germany – for example 68 percent in 

Switzerland, 70 percent in Sweden and 60 percent in the United States” (Deutscher Bundestag 2004b: 3; 

translation: BH). 

 

References to the European dimension of pension policies exist only in a very selective way in 

the parliamentary discourse of the German sustainability law. There is only one explicit 

mentioning of the Pensions OMC and the implicit references by comparisons of pension 

systems, reforms, policies or indicators with other countries remain feeble. For the proceeding 

of the legislative procedure they have no bearing relevancy. It seems that the European 

dimension of old-age security is a subject only for experts from academia. Professors invited in 

the advisory committee of the Bundestag put it on the agenda, but deputies are not all 

interested. Even the government disclaims mentioning any hint on the European debate on 
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pension policies or parallel reform attempts in neighboring countries in the explanatory 

memorandum of the draft law (Deutscher Bundestag 2003b). 

 

 

 

3.2 France 

 

The parliamentary discourse of the so-called Réforme Fillon in 2003 manifests many references 

to the European dimension of old-age security. This begins with a justification of the necessity 

of the reform measures by the government. Prior to the start of the legislative process the 

minister of social affairs and labour, François Fillon, went on an information trip to several 

neighbouring countries. Together with the chairmen of both social affairs committees of the 

Assemblée Nationale and the Sénat and representatives of the major trade unions, Fillon 

spoke with ministries, pension insurance institutes and social partners in Germany, Sweden, 

Finland and Spain about their respective reforms of the pension system. The experiences of 

this “tournée européenne” is used quite often in the legislative process by the government 

and their supporting parliamentary groups of UMP and UDF. Comparisons with other countries 

would show that France is lagging behind. And indeed, the last comprehensive reform of the 

French pension system dates back to 1993 (”Réforme Balladur”). So the storyline of the reform 

oriented actors is to tell parliamentarians and the public that all European countries face the 

same challenges of aging societies. Other than France, states with comparable high social 

security standards and an important role of the social partners in the organisation and 

restructuring of pension systems already executed reforms to tackle the demographic and 

economic challenges: 

“The French have to realize at that time that all other European countries had taken account of the 

lengthening of life and had embarked on reform very ambitious, which reflects that we are lagging 

behind and that we will have to show a lot of ambition and a lot of courage” (François Fillon, Assemblée 

Nationale  2003e: 314; translation: BH). 
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At the center of the comparisons does not stand a detailed analysis of the scope and level of 

the respective reforms. The information trip and other documentary material on the reform 

activities in Sweden, Italy, Germany, Great Britain and Austria, prepared in the economic and 

financial committees of both parliament chambers (e.g. Assemblée Nationale - Commission 

des finances, de l'économie générale et du plan 2003a), is used to underline an urgent reform 

necessity :  

“The process of aging is a given commonality for all European countries. [...] But the most important 

aspect is that these countries were able to carry out the necessary reforms, ensuring the pay-as-you-go 

systems even if a capitalization share was introduced, and it was most often done in a political and 

social consensus” (Sénat - Commission des finances, du contrôle budgétaire et des comptes 

économiques de la Nation 2003 : 20f.; translation: BH). 

 

The attempt of combining common challenges with a common European reform bias, which 

France urgently would need to join, because it could not play the role of a “pays fermé” 

(Deputy Charles de Courson, UDF, Assemblée Nationale 2003b: 7899), opens the oppositional 

parliamentary groups of PS and PCF the possibility to scrutinize the reform path. Especially the 

communist party has doubts on the correlation of reform necessities in all European states. 

Due to high birth rates and a high labour productivity, the pension sector won’t be confronted 

with the same problems like other states. The government would conduct a policy of 

“mimétisme européen” (deputy Jean-Pierre Brard, PCF, Assemblée Nationale 2003g: 4474) 

with the orientation on neoliberal principles of other states. The decrease of benefits in 

consequence of pension reforms in Germany and Austria should not represent examples to 

imitate. In the thick of that debate arrives the notice, that the ECOFIN Council opened an 

excessive deficit procedure against France, which has broken the stability and growth pact. The 

European Commission and the Council welcomed therefore the plans for a pension reform and 

recommended a quick realisation. The opposition deduces, that Brussels would dictate the 

course of the reform and accuses Fillon to reveal the “exception française”: 

“Your decisions comply with the European requirements to better serve the interests of finance! 

However, there exists a French exception on pensions, this tradition of distribution of wealth and social 

coverage, the fruits of so many battles and confirmed by the Liberation” (Senator Guy Fischer, PCF, 

Sénat 2003; translation: BH). 
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That serious allegation brings Fillon in a situation, where he tries to quickly close the door of a 

pension reform path stimulated by the European dimension, opened by himself. He states, the 

aim of the government would not be to copy any other pension system arrangement or whole 

reform plan. And the EU would not have any competence in these social questions: 

"The European Union has no jurisdiction over pension plans. States are free and sovereign to decide on 

the organisation of their systems as they see it. That's what we do. However, given the impact of social 

spending on macroeconomic balances, the European Union has the right and the duty to make 

recommendations in respect of States” (Sozial- und Arbeitsminister François Fillon, Assemblée Nationale 

2003g: 4474f.; translation: BH) 

 

In that sense, the minister understands as well the Pensions OMC. It should serve as an 

information instrument to compare different reform options, but the responsibility and 

determination on its development must stay in the hands of the national state. Coordination 

should follow the aim to prevent distortion of competition caused by social policies: 

"Turning to the European dimension, Mr. François Fillon said that initiatives were being taken by the 

Council and the Commission to compare, through an open method of coordination, regimes in different 

countries. However, he considered that the choice of the nature of the pension plan stays a national 

choice, the mission of a European harmonisation should be primarily to ensure the prevention of any 

distortion of competition caused by social policies" (Fillon, Sénat – Commission des Affaires Sociales 

2003: 15f.; translation: BH). 

 

Back-padeling, Fillon explains the Committee for Social Affairs of the Assemblée Nationale that 

every country would have its own welfare state tradition and that there would be no single 

European reform model to be followed. Instead, the government would like to identify some 

best practices examples, which could be implemented in France: 

“Each country has its social history and traditions. If there is no "model" to copy, or reform "turnkey" to 

import, there is, however, good ideas: the information system insured retained in the Swedish reform, 

the plan to raise the employees' work experience in Finland, the device enabling Spanish employees 
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over 65 years of working partially" (Fillon, Sénat  – Commission des Affaires Sociales 2003: 6; translation: 

BH). 

The proceedings of the legislative procedure follow exactly this path. To nearly every single 

reform measure the parliamentary discourse shows comparisons of the French pension system 

with the situation in other countries. It is mainly the governing majority using the European 

dimension to show the reform necessity in France. Indicators and reform policies compared 

include the employment rate of people aged 55 to 64 years, the legal and real retirement age, 

pension start date flexibility, the contribution of social spending in the pension sector to 

budget consolidation, the ancillary labour costs, the length of the contribution period, 

structures of occupational and private pension insurance and the equal treatment of men and 

women. The reform proponents succeed with these direct comparisons to paint a bad picture 

of the French pension system. In many of the mentioned indicators used in the pensions OMC 

the country is far from the European average: 

"Indeed, France is the European Union country where people work the least weekly, annually, but also 

in their life time" (Deputy Bernard Accoyer, UMP, Assemblée Nationale 2003j: 4951; translation: BH). 

 

Following the idea of the “naming, blaming and shaming” approach, often attributed to the 

OMC, the government speaks bad of its own country in order to underline the reform urgency 

in the pensions system. It is backed by the parliamentary groups of UMP and UDF and by the 

employers’ association MEDEF, warning in a consultation that without a longer qualification 

period France would lose its competiveness in the EU: 

“The will to extend *working life+ is not the sadism of an entrepreneur who wants his poor employees to 

work awful long time: it is a necessity in terms of European harmonisation. We compete with the 

European countries, which have the same standard of living as we do: why should the French work less 

than others?” (Guillaume Sarkozy, representative MEDEF, Sénat - Commission des Affaires Sociales 

2003: 76f.; translation: BH).  

 

For the opposition it is hard to react on the narrative of the “rétard français”. The deputies and 

senators of PS and PCF are trying to question the data presented to the parliament in the case 

of the reportedly high ancillary costs or to invoke counter arguments of a high birth rate and a 
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high labour productivity, as well as to mention negative consequences of pension reforms in 

neighboring countries: 

“In conclusion, beyond the historical differences between regimes and countries, the French reform you 

are proposing is the one that is bound to bring the largest decline in the pension benefit from all over 

Europe, to a level comparable to Great Britain and Italy, the two countries that suffered the most brutal 

reforms, *…+” (Deputy André Vallini, PS, Assemblée Nationale 2003m: 5171; translation: BH). 

 

In fact, the opposition has also an interest to enhance the French performance on the 

European indicators. That is why the reform proponents could easily connect their plans for an 

increase of the contribution period, a cutback of early retirement options and a systematic 

extension of private pension saving plans with the poor Pension OMC rankings of France. 

 

The analysis of the reform discourse in parliament shows that the European dimension plays 

an important role in the legislative procedure. The relative position of the French pension 

system in Europe seems to be an important information for the decisions on reform measures. 

A bad performance of many indicators used in the OMC is a tool for the reform proponents to 

play the game of “naming, shaming and blaming” against their own country. The result is an 

immunisation of reform plans against attacks by the opposition groups. In the 2003 reform the 

opponents may successfully have warned to not abandon the “exception française”. But with 

regard of the detailed reform fields, no political actor was of course willing to thwart the 

government by bringing France back to the group of good pupils in the EU. 

 

 

3.3 Austria 

 

References to the European dimension of pension reform can be identified in two ranges of 

topics in the Austrian pension reform of 2003. These are the occupation of elder people and 

budget consolidation. The government mentions in the explanatory memorandum to the draft 
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law that the employment rate of people aged 55 to 59 years would be one of the lowest in the 

EU. In a comparative perspective only Belgium, Italy and Luxemburg would fall below the 

Austrian indicator. This result would be even worse for the people aged 60 to 64 

(Österreichische Bundesregierung 2003a: 168). In both chambers of the parliament, the 

minister for social affairs, Herbert Haupt (FPÖ) and the minister for economic affairs and 

labour, Martin Bartenstein (ÖVP) express themselves nearly identical on that aspect. They use 

references to the European Employment Strategy, the broad economic guidelines and the first 

joint report of European Commission and Council on the Pensions OMC. With an employment 

rate of 28% for the 55 to 64 old, Austria would range ten percentage points below the 

European average, which would harm the Austrian competitiveness: 

 

“We cannot afford, ladies and gentlemen, that with 28 percent participation rate among the 55 to 64 

year olds we are almost at the bottom in Europe. Even the Germans are at 38 percent, while the EU 

average is 38 percent, and especially Sweden, from Social Democrats repeatedly and to some extent 

rightly praised, lies at 67 percent in this area” (Minister for economic affairs and labour, Martin 

Bartenstein, ÖVP, Nationalrat der Republik Österreich 2003j: 127f.; translation: BH) 

 

The government uses the repeatedly reported duty to fulfill the European objectives of a 

higher employment rate of the elderly and of a later real retirement age to generally show the 

bad performance of Austria in the pensions sector: 

“Regarding the share of older workers, we are in a European comparison in the back field. In 2001 were 

only 28.6 percent of the 55 to 64 year old have been in career in Austria, in the EU there are on average 

38.8 percent. *…+ Austria is together with France that country where there is still a relatively early 

retirement age. In the other European countries the corresponding conversion has been done in recent 

years” (Secretary of State Ursula Haubner, FPÖ, Bundesrat der Republik Österreich 2003d: 6f.; 

translation: BH). 

  

On the grounds of this comparison the government and its supporting parliamentary groups 

justify the proposed elimination of early retirement options, higher reductions in case of 
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leaving the labour market before reaching the legal retirement age and the new assessment 

period aligned to the whole working life. 

 

Another important aspect to show the reform necessity in Austria is used by the reform 

proponents by bringing the countries duties in the Stability and Growth Pact in the debate. 

Only a “zero deficit” policy could help to avoid an excessive deficit procedure. Compared to 

other countries Austria would maintain a very high level of social spending. Many neighboring 

countries, like Sweden, Finland, the Netherlands and Denmark would have identified the 

constraints of the welfare state long ago and would have cut benefits (Bundesrat Helmut 

Kritzinger, ÖVP, Bundesrat der Republik Österreich 2003e: 142). Austria would have with 

14.5% the highest pension expenditure of all EU states, while the average lies at only 10.4% of 

GDP. Therefore, the proposed benefit cuts would be unavoidable and backed by the EU: 

"The reports which we received from the European Union concerning the status of the Austrian pension 

system 

are available for reference. The European Union has informed us in March 2003 that: The intention of 

the federal government to reform the pension system is welcomed. The joint report notes that the focus 

on the first column the expenditures from the Budget are high compared with the EU – are high 

compared with the EU! The joint report formulates that the reform is a necessity in fact" (Minister for 

social affairs Herbert Haupt, FPÖ, Nationalrat der Republik Österreich 2003i: 46f.; translation: BH). 

 

This explicit reference to the Pensions OMC is taken as a proof of the accuracy of the 

government plans in promoting the institutionalisation of a three-pillar model in the pension 

system, in which the occupational and private pension pillars should compensate for the 

benefit cuts enacted in the public insurance system. The conservative-liberal coalition is with 

reference to the EU documents able to show that their reform plans are in line with the 

recommendations and objectives from Brussels: 

“It is not cynical, but a reality, ladies and gentlemen, that in Europe 14 out of the 15 States of the 

European Union have built up their pension system on a three-pillar model. Also, this federal 

government consistently has expanded and further developed the second and third column, we have 

created in the last legislature, to also ensure the Austrian employees in the second and the third column 

that compensation, which won’t be possible in the first column in the future because of the 
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demographics” (Minister for social affairs Herbert Haupt, FPÖ, Nationalrat der Republik Österreich 

2003i: 48f.; translation: BH). 

 

Direct best practice examples from other countries are rare in the discourse, but as a negative 

reform example, the governmental majority mentions Germany: The big neighbour would 

fringe the Stability and Growth Pact and would possess of high unemployment rates for years 

due to an overstretching of the welfare state. Other than the unavoidable radical benefit cuts 

in social spending discussed with the “Agenda 2010”, the Austrian reform of the pension 

system would aim to prevent a performance like Germany (Deputy Josef Bucher, FPÖ, 

Nationalrat der Republik Österreich 2003k: 31ff.). 

 

For the oppositional parliamentary groups of the SPÖ and the Greens as well as for the 

consulted trade unions it seems difficult to counter the strategy of the reform proponents. 

Instead of striving for a conflict on the European dimension of the issues of employment rates 

for the elderly and the contribution of pension policies to budget consolidation, they keep 

their answers in a national frame. Instead, they incorporate the European dimension when 

they bring the topic of a discrimination of women through the reform measures on the 

agenda. 

 

In the area of gender equality, the reform opponents warn the government to comply with the 

relevant directive of the EU and point out the very large income and pension gap in Austria 

between men and women, which would be raised as well in the Joint Report of Commission 

and Council on the Pensions OMC (Bundesrat Albrecht Konecny, SPÖ, Bundesrat der Republik 

Österreich 2003d: 69). With regard to the implicit criticism from the EU within the frame of the 

Pensions OMC of no sufficient funded components in Austria, the opposition believes that the 

social insurance system of Austria’s first pillar will be the superior one. Karl Öllinger, deputy of 

the Greens, pleas in a meeting of the budget committee for ignoring the European influence 

and trends: 
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“Overall Öllinger complained that the interventions in the pension system the first time are so massive 

that the people will be reliant on the second or third pillar, in order to secure their retirement. He knew 

that the EU pushes the second and third pillar, said the deputy, but in his view there is absolutely no 

need "to change to international conventions", if the members of the Austrian Parliament become 

convinced that the pay-as-you-go system system should be preserved and strengthened” (Nationalrat 

der Republik Österreich 2003d; translation: BH). 

 

The discourse of the 2003 pension reform in the Austrian parliament shows a selective 

importance of the European dimension with explicit references to the pensions OMC and its 

objectives. But it is different than the similar approach in France. Aside from the employment 

rate for people aged 55-64 years and general budget consolidation issues there is – due to 

gradual reforms in the 1990s – no overall reform lag the government could tell. So the reform 

proponents understand to use the „naming, shaming and blaming“ strategy against their own 

country by focusing on two aspects, where Austria has a bad performance or the EU fears a 

development in a wrong direction. This concentration on the two mentioned aspects and their 

alignment with the reform plans is an evident strategy, which the reform opponents did not 

see or were not able to counter properly. 

 

 

4. Classification 

 

The analysis of the references made to the European dimension and the Pensions OMC and its 

indicators in the parliamentary discourses of three major old-age reforms in Germany, France 

and Austria map a quite different intensity. While its use in Germany is largely a subject for 

scientific experts and a transfer into the political arena is taking place only in a very selective 

manner, it is evident by numerous references in France and Austria. The parliamentary 

discourse in France stands out because of the ubiquity of comparisons with neighbouring 

countries. They range from the question of a general reform lag to detailed discussions on the 

French situation relative to its EU partners in the field of the employment rate of elder people, 

the legal and effective retirement age, the length of the contribution period, the budgetary 
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burden of the pension funds, the amount of ancillary labour costs, the introduction of privately 

funded pension schemes and gender equality issues. In Austria, the references to the 

European dimension can be found mainly in two thematic fields, the employment rate of elder 

people and the contribution of the pension system to fiscal consolidation. Other references 

include comparisons on gender equality issues and privately funded components by 

capitalisation. While the latter point is discussed in the German discourse as well under the 

heading of the future orientation of the pension system, most of the European references 

found here treat the topic of the employment rate of people aged 55 to 64.  

 

The discourse analysis has shown for all three countries that the majority of references to the 

European dimension of pension policies are taking place in the field of financial sustainability, 

the second overall goal of the Pensions OMC. This applies particularly to the criteria of a high 

participation rate of elder people and low incentives for early retirement (Goal 5), the 

integration of pension systems in the efforts to reduce the debt of public budgets (Goal 6) as 

well as ensuring a equitable balance between the active and the retired (Goal 7). In France and 

Austria it is usually a combination of argumentative aspects of the budgetary burden by the 

pension system with the debt criteria of the Stability and Growth Pact and of the burden of the 

insurance contributions on labour with competition disadvantages in the internal market. It is 

important to note that EU references used come from various sources, such as the joint 

reports for the Pensions OMC, other Lisbon Strategy coordination processes, like the 

Employment Strategy, the Broad Economic Policy Guidelines and the evaluations made in the 

course of the budgetary surveillance in the Stability and Growth Pact. Important indicators 

collected in the Pensions OMC and used in the reform discourse comprehend the current and 

perspective pension expenditure, employment rates, the effective labour market exit age, the 

old-age dependency ratio, and the evolution of life expectancy.  

 

On the other side, one finds only few references to the European dimension in the field of the 

first overall goal of the Pensions OMC. The aspects of old-age poverty and living status 

maintenance in the context of adequate pensions are mentioned by some experts in Germany 

and in a few remarks of the opposition in France and Austria in a transnational perspective; 

OMC indicators are not used systematically.  
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The third overall goal of modernising the pension systems is picked up in the discourses 

several times in combination with many aspects of a changed economic and social 

surrounding, flexibility and mobility demands, transparency of pension entitlements and 

pension system reforms (cf. Hacker 2010: 237ff.). Most prominent is the aspect of gender 

equality in the discourses in France and Austria. OMC indicators used include gender 

differences in the relative income, the aggregate pension replacement ratio and the risk of 

poverty. 

 

It is common in all three countries that it is the respective government's side and its 

parliamentary majority plus supporters from the employers’ associations citing the European 

comparative data on the financial sustainability of the pension system (overall objective II). 

The parliamentary opposition and some consulted representatives from academia and the 

trade unions consider the adequacy of retirement benefits in a European comparison (overall 

objective I), and both camps support the modernisation of the pension systems (objective III), 

while the proponents of the reform place greater focus on the issues of transparency and 

flexibility, while the opponents of the reform remind to safeguard the principle of equality 

between women and men. This allocation manifests very clearly the advantage of the 

economically oriented actors towards their socio-politically oriented counterparts, mirrored in 

the respective national political majorities. This advantage is catalysed by an orientation of the 

available indicators, focusing more closely on the financial than on the social aspects of the 

pension systems (de la Porte/Pochet 2002). While the government’s side is able to argue with 

the quantitative indicators, e.g. “pension expenditure in per cent of GDP” and “effective age of 

retirement”, for the reform opponents remains only the reference to the decreasing 

replacement rates due to the planned benefit cuts, they can if anything break down in a 

gender-specific way.  

 

However, the quantitative indicator of “at-risk-of-poverty rate of older people” appears to be 

only partly relevant in states with statutory pension insurances with the objective to ensure 

the maintenance of living standards after retirement. The argument of declining replacement 
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rates is a complicated one as well for the three states analysed here belong  to the family of 

conservative welfare states, considering that they possess of relatively high values in that 

regard. The nowadays high replacement rates have been highlighted positively by the 

Commission and the Council in the joint reports of the Pensions OMC, thereby reducing the 

need for action in this area. High values of the indicator on the employment rate of people 

aged 55 to 64 years, provides a guarantee for both, the financial sustainability of the pension 

system as well as for adequate remuneration. Accordingly, the raise of the employment rate of 

elder people is the most common recommendation from the Commission and the Council in 

the joint reports (Europäische Kommission 2003a; European Commission 2006a). Coincidental, 

on this topic can be found most of the references to the European dimension in the 

parliamentary discourse, cited by both, reform advocates and opponents of the reforms. 

 

In Germany, the European dimension plays no crucial role in the legislative process of the 

sustainability reform in 2004; a transfer from the experts’ level to the political arena does not 

take place in a notable manner. Contrary, in France and Austria, reform proponents use the 

Pensions OMC and other European comparative data to underline the necessity of the reform 

desired. The reference to the recommendations of the EU proves a higher legitimacy of the 

planned reforms. The governments’ side is by no means interested in a strategy of “blame 

avoidance”. Instead, it utilises the game of “naming, shaming and blaming” against its own 

country. Unsound indicators and a jam of apparently overdue reforms allocate the respective 

state a chipped position compared to its European competitors, thereby increasing the 

pressure for reform action. 

 

By contrast, the reform opponents have clearly difficulties to find an adequate response: In 

Austria, it is missing almost completely, while in France the PCF initially denies the available 

data then tries together with the PS, to minimise the relevance of the comparisons, 

by referring to the “exception française” of France. Interestingly, this allegation prompted the 

governments’ side during the consultations on the reform Fillon to an explicit relativization of 

the European influence on national pension reforms.  
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5. Conclusion 

 

The initial point of this analysis was to find out if the OMC in the pensions sector is able to 

constitute a “new mode of governance”, able to represent a starting point for strengthening 

the social dimension of the EU. There is only a diversified answer to give. If one looks at the 

German case, the conclusion of a neutral effect on national policies, a non-relevancy, is 

readable. Contrary, in the cases of France and Austria the Pensions OMC is widely used as part 

of some actors’ political strategies. The mapping of references to the European dimension in 

the parliamentary discourses of course cannot give a watertight proof of the OMC’s influence: 

other EU coordination processes enter the arena at the same time and there are for all three 

cases a lot of external explanation factors (for the idea of a cross-check: Zohlnhöfer/Ostheim 

2005: 151), the reforms could be ascribed to (Hacker 2010: 237ff.). But one possible effect of 

the Pensions OMC seems to be certain. That is its capacity as a catalyser or selective amplifier 

of national reform policies. Reform proponents are able to use the coordination process to 

emphasise their reform projects in old-age security. In the French and Austrian reforms it is the 

governmental majority and its supporters who exploit the “naming, shaming and blaming” 

game against their own countries. They use it dominantly in the field of the second Pensions 

OMC overall objective of financial sustainability – and they are quite successful. This is due to 

the fundamental orientation of the Pensions OMC on economic aspects as well as to the 

inability of the reform opponents, to make the first overall objective of pension adequacy in 

the context of the European dimension to a central hanger of their strategy. In none of the 

three considered cases the embedding of comparative data and common goals and indicators 

on generational solidarity, replacement rates, poverty prevention, employment rates, gender 

equality issues or others play a central role beyond few and erratic references, nor are they 

able to influence the discourse.  

 

The coordination of old-age reform policies turns out to be more than just a transnational 

information tool. However, as long as the Pensions OMC functions only as a catalyser or 

selective amplifier of financial sustainability purposes on the national level, as governments 
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little helper, a contribution to veritably enhance the social dimension of the continent cannot 

be assumed. For now, this instrument does not constitute a “new mode of governance” which 

will in no way help to close the gap between negative and positive integration of the EU and 

rather aggravate the competition driven harmonisation on the cost of the welfare state 

achievements. 
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