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INTRODUCTION



Starting in the late 1970s, we witnessed the spread of neoliberalism,
building on market liberalisation and privatisation. The dismantling of tariff
and non-tariff barriers to international trade and the opening of countries to
foreign investment, technological progress in the fields of information and
communications technology (ICT), and decreasing costs of coordination and
transport completely changed the organisation of production. As a conse-
quence, large companies in the Global North could outsource and offshore
a significant share of their economic activities. So-called global value chains
(GVCs)' emerged, multiplying the trade of intermediates and semi-finished
goods across borders (Barrientos et al. 2016: 1214). In fact, this geographic
dispersion of globally integrated production steps represents the distinctive
feature of the latest wave of globalisation in comparison to earlier waves,
which displayed — from a trade perspective — an increased exchange of
finished goods on the world scale.

The deepened trade integration through cross-border production chains has
also changed the power relations among companies and between capital
and workers. On the one hand, we witnessed what Bennett Harrison (1994)
termed “concentration without centralisation”. This major structural transfor-
mation of capitalism is characterised by the emergence of big transnational
companies (TNCs), which have become lead firms in global value chains and
control the core functions related to the chain, while other economic activi-
ties — mostly associated with production — are decentralised through different
types of outsourcing (see Figures 1 and 2). The subcontractors are often based
in low-wage regions, for example, in the case of the European Union (EU) in
Eastern Europe or in emerging economies of the Global South (for a detailed
explanation see below). The suppliers of lead firms are often small and medi-
um-sized enterprises (SMEs), which are sometimes directly affiliated to the
lead firm, and sometimes formally independent but reliant on its orders. Thus,
ultimate control of the means of production has become more concentrated,
but production processes have not become geographically more centralised.

1 In other theoretical traditions, the fragmented organisation of production has been termed
‘global commodity chains’ (GCCs) or ‘global production networks’ (GPNs) (Fischer / Parnreiter
2007). While acknowledging the valuable debates associated with those concepts, | will stick
to the terms ‘global value chain’ (GVC) and ‘production chain’ in the following, which | use
interchangeably, in order to avoid confusion.



The fragmentation of production has posed certain challenges for the trade
union movement. The constant threat of relocation of economic activities
to countries with lower labour costs as well as less rigid social and environ-
mental standards has increased competition among groups of workers (inside
the EU and beyond) and has aggravated environmental problems. Further-
more, the core-periphery division in Europe has intensified together with the
reorganisation of production, with foreign direct investment (FDI) in manu-
facturing playing a crucial role in this (Weissenbacher 2019: 253-260). More
recently, digitalisation and the climate crisis have posed further challenges
to those industries characterised by global value chains such as the automo-
tive industry (Galgoczi 2019b; Drahokoupil 2020b; Kropp 2020).In this context,
the European Commission (EC) (2019b) highlights the “twin challenge” of
the digital and ecological transformation.? Finally, in 2020, the prospects for

2 While the term ‘transition’ indicates that a gradual conversion to a greener capitalism is
possible and desirable, the term “transformation’ has traditionally been used to emphasise
that a more disruptive break with the prevailing patterns of production and consumption is
necessary (Eder / Schneider 2018: 120-121). However, the EU institutions have started to
use both terms interchangeably in their publications, and | will do likewise in this brochure
(even if it might draw criticism due to the usefulness of the above-mentioned distinction).



production, exports and sales of industrial goods deteriorated further as a
result of the COVID-19 pandemic.

In the EU, the automotive industry accounts for several million jobs (ACEA
2020a; EC 2020b), including in other sectors acting as suppliers to car manu-
facturers. The digitalisation of production (Industry 4.0) and products (e.g.
autonomous driving), as well as the decarbonisation of the transport sector
(through the promotion of e-mobility, for example), will significantly affect
the existing global automotive value chains governed by European compa-
nies. Furthermore, the economic effects of the COVID-19 pandemic have hit
the industry hard. According to a press release of the European Automobile
Manufacturers’ Association (ACEA) (2020b) from November 2020, passenger
car registrations declined by 26.8% in the first ten months of 2020. All these
factors do not only pose challenges to the headquarters of the companies
concerned but also to trade unions and workers.

This brochure begins by explaining what led to the transnationalisation of
production chains and identifying — based on the study Evolution of Interna-
tional Production Chains: Towards a Coordinated Action of European Working
Class Organisations by Gaddi and Garbellini (2020) — the most relevant
industrial sectors in the EU in terms of value added and employment. Due
to the centrality of the automotive industry, the brochure then focuses on
the challenges associated with the ongoing transformations in this sector.
First, it outlines how European working-class organisations have responded
to these challenges, before presenting additional proposals regarding what
could be done.



THE
TRANSNATIONALISATION
OF CAPITALIST PRODUCTION



The liberalisation of trade and investment combined with innovations in the
sphere of transport allowed capital to rely increasingly on global value chains
(GVCs). This started to create a new international division of labour from the
mid-1970s on (Frobel et al. 1977), in which transnational companies have
subsequently become the dominant actors. To a large degree, GVCs are the
outcome of relocations of production sites (along with foreign direct invest-
ment (FDI) into the manufacturing sector of distant countries). Different
forms of outsourcing, which can also take the form of offshoring (= reloca-
tion), have promoted the creation of GVCs (see Figure 1).

There are different definitions of outsourcing and offshoring, but the key questions
are always:

1) Who owns and controls the production sites?
2) Where is the economic activity located?
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According to the World Trade Organization (WTQO) (2005: 267), four different
types of outsourcing exist (see Figure 1). Domestic outsourcing can happen
in either a captive or non-captive way. In the former case, a firm affiliated to
the parent company performs the outsourced activity, in the latter case the
firm is non-affiliated. Classic examples of outsourcing are hiring an external
firm for facility management or replacing all or part of the core workforce
with ‘external’ contract workers (Blocker 2018: 9). The WTO applies the term
‘offshoring’ in those outsourcing cases in which firms locate their production
sites abroad or purchase supplies from non-affiliated firms abroad. Offshoring
can also be captive, through FDI, or non-captive, via the subcontracting of
local firms. There are also other definitions of offshoring and outsourcing (e.g.
Galgoczi et al. 2007: 7), but for the purposes of our brochure the important
thing to bear in mind is that we are concerned with where production takes
place and under what conditions, i.e. which governance and ownership rela-
tions prevail.

OUTSOURCING AND OFFSHORING

OUTSOURCING OFFSHORING

Non-captive
onshore
outsourcing

Captive

Captive offshoring
onshore

outsourcing

Non-captive
offshoring

DOMESTIC ABROAD

Control over production transferred to non-affiliated firm

Figure 1/ Source: own elaboration based on World Trade Organization (2005: 267).



THE INPUT-OUTPUT STRUCTURE

OF A GLOBAL VALUE CHAIN

Offshoring does not happen randomly. It is determined by, among other
factors, wage levels, labour and environmental standards, proximity to key
markets, the existence of relevant infrastructure, tax-based regulations,
legal security, trade union density and the existence of a sufficiently quali-
fied workforce. Driven by all these factors, a new distribution of economic
activities around the world has emerged, with transnational companies
tending to keep the higher value-adding, so-called ‘core activities’ in the
Global North (or Western or Central European countries, such as Germany
or Austria). By contrast, the lower value-adding ‘non-core activities' tend to
be outsourced or, more precisely, offshored to Europe's peripheries (e.g. to
Southern, South-Eastern or Eastern Europe or to the Middle East and North
African countries — known as ‘nearshoring’) or to the Global South (Gereffi /
Stark-Fernandez 2016: 14). A prominent way of depicting a global value chain
(GVC) is the smile curve (see Figure 2), which indicates at which stages the
economic activities forming a GVC create higher and lower value added?®
(leading to the image of a smile).

Figure 2 provides an overview of the main economic activities that are
needed to produce a finished manufactured good and shows - from a
European perspective — where they usually take place. Thus, from an input-
output perspective:

[a] global value chain of a final product is defined as the value
added of all activities that are directly and indirectly needed to
produce it. This global value chain is identified by the country-in-
dustry where the last stage of production takes place before
delivery to the final user. (Timmer et al. 2014: 100)

3 Value added measures the increase in value that a good or a service experiences at each
stage of production, after subtracting the cost of inputs.
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THE ‘SMILE CURVE’ OF GLOBAL VALUE CHAINS
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Figure 2 / Source: own reproduction and slight adaptation of Gereffi and Fernandez-Stark (2016: 14).

Gaddi and Garbellini (2020) call the country-industry responsible for gener-
ating the final good the 'head’ of the chain. In statistical terms, it is important
where the production chain ends because the product is included in that coun-
try’s basket of final commodities. However, the identification of the country
hosting the top end of the chain tells us nothing about the ownership relations.
While a country might host the firm responsible for the final assembly of a
specific good (and, thus, appears in the input-output-tables as the final goods
producer), the assembly sites often belong to a transnational company head-
quartered in another country and controlled by a diverse set of shareholders.
Ownership relations, in turn, do not inform us about the exact distribution of
profits and dividends (Blocker 2018: 8).



GLOBAL VALUE CHAIN

GOVERNANCE AND POWER

In the early days of global value chain (GVC) research, scholars identified
the governance structure of GVCs — or global commodity chains — as either
producer-driven or buyer-driven. In the first case, lead firms typically consti-
tuted global oligopolies, for example, car or aircraft manufacturers. They
exerted control over the profit margins and so had a highly hierarchical rela-
tionship with their raw material and component suppliers (called ‘backward
linkages') as well as with agents responsible for distribution and retail (termed
‘forward linkages'). In buyer-driven value chains, by contrast, large retailers
such as Walmart or Zara were identified as the most powerful economic
actors. The apparel industry was cited as a typical example of such chains,
in which suppliers were usually non-affiliated firms that worked in a highly
competitive environment. While transnational industrial capital was said to
lead producer-driven chains, in buyer-driven chains transnational commercial
capital hold the dominant position (Gereffi 1999; Gereffi / Stark-Fernandez
2016: 10-11).

More recently, this rather crude definition has been refined, distinguishing
now between five different types of GVC governance (see Figure 3). While
in GVCs driven by ‘market governance’ the price is the decisive determinant
of exchange, ‘'modular governance' is characterised by relatively standardised
production processes and the use of generic machinery, so that the suppliers
can change the lead firm they are delivering to more easily — and vice versa
— than in the more explicitly coordinated value chains (to the right). The elec-
tronics industry is an example of modular governance. ‘Relational governance’
exists when suppliers and customers mutually depend on each other, because
the production of a product requires complex information and, thus, constant
knowledge exchange between both sides. However, the lead firm specifies
the demand, and suppliers, often specialised in differentiated products, need
to comply. This governance type is nowadays typical for the apparel and parts
of the automotive industry. Where production processes become more stan-
dardised and codified, relational governance tends to transform into modular

13



governance. In ‘captive’ value chains, small suppliers rely on one or very few
purchasers, which makes them very vulnerable to lead firms. In a "hierarchical’
value chain, all suppliers are vertically integrated into the lead firms, which has
centralised managerial control. It should be noted, however, that this classifi-
cation is not stable. The predominant form of governance in an industry can
change over time and the type of governance can differ at different produc-
tion stages (see Figure 2) within the same industry (Gereffi / Stark-Fernéandez
2016: 10-11).

The governance type of a global value chain is also relevant from a labour
perspective because it entails specific opportunities and restrictions for
organising labour along the chain.

FIVE TYPES OF GLOBAL VALUE CHAIN GOVERNANCE
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Figure 3/ Source: Gereffi and Stark-Fernandez (2016: 11).



IDENTIFYING THE MOST

IMPORTANT GLOBAL VALUE
CHAINS FOR EUROPE

The fragmentation of production also affected Europe and significantly
increased the involvement of European companies in global value chains
(GVCs). This profound structural transformation also called for new statistical
measurements of international trade that did not focus merely on final goods,
but also considered the exchange of intermediates and semi-finished goods#*
at different production stages.

A powerful tool for this is input-output analysis, which serves to trace the
origin of factor inputs. The World Input-Output Database (WIOD) is the
first to provide detailed data for the connections among 56 industries in
44 countries (the other countries are merged into ‘Rest of the World’). For
example, the WIOD makes it possible to capture all — domestic and foreign
— direct and indirect inputs® that enter into the production of a car in a
specific country. As you need machinery to build a car, the machinery and
equipment industry appears as a supplier of the vehicles industry (together
with many other industries). Furthermore, we can see from where those
intermediates were sourced and how labour-intensive they were. Thus,
this methodological approach can help to better understand outsourcing
dynamics of GVCs headed by European transnational companies.

Based on the World Input-Output Database (release 2016), Gaddi and Garbellini
(2020) determine the most important European production chains with regard
to employment and value added. In total, they identify 11 final commodities
pertaining to 11 different chains that were crucial in 2000 and/or 2014, which
they divide into four different categories according to the technology intensity
(see Table 1).

4 Some scholars argue that it is now rather an exchange of ‘tasks and activities’ than of goods.

In the car industry, for example, direct inputs are all inputs that are needed to directly build
the car, i.e. parts and components, while indirect inputs are other economic activities that are
necessary to produce the finished product.

15
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MOST SIGNIFICANT EUROPEAN PRODUCTION CHAINS

FINAL ‘HEAD’ OF THE
COMMODITIES PRODUCTION CHAIN LOCATED IN
Low tech Food and tobacco Germany, France, Ireland, Italy, UK
Textiles and leather Germany, ltaly
Furniture Germany
Medium- Coke and refined petroleum Germany, France, Belgium
low tech Fabricated metals Germany
Medium- Chemicals Germany
high tech Electrical equipment Germany
Machinery and equipment Germany, ltaly, France
n.e.c.
Vehicles Germany, Spain, UK, France, Belgium,
Czech Republic, Hungary, Slovakia
Other transport Germany, France
High tech Electronic and optical Germany, France,

products

UK, Ireland

Table 1/ Source: own elaboration based on Gaddi and Garbellini (2020: 11-18).



Germany was the only country in which all significant production chains have
a top end or head, meaning that companies conduct the final assembly or last
production step there. This is congruent with other research that identifies
Germany with its highly competitive companies as the dominating country
of the Central European (CE) manufacturing core, which also encompasses
Austria and the Visegrad countries® (Stehrer / Stéllinger 2015). With the excep-
tion of Poland (18.9%), all of these countries had a share of manufacturing in
value added of more than 20% in 2017, while the European average was only
16.5% (German Federal Ministry for Economic Affairs and Energy 2019).

A very important reason for the emergence of the CE manufacturing core
was the Eastern enlargement of the European Union. While German imports
from Southern Europe declined, they rose from the East. This was due to
the integration of Eastern European suppliers into German and — to a far
lesser degree — Austrian production chains, including through the offshoring
of production sites (Simonazzi et al. 2013: 660). Thenceforth, the Visegrad
countries adhered to the “industrial workbench model” (Grabner et al. 2020).
Comparatively low wages combined with a relatively high-skilled workforce
made them an attractive location for transnational companies. Ultimately, the
outcome was the emergence of a European “"manufacturing divide”, where
“members of the CE manufacturing core benefit from participation in global
value chains in terms of structural change towards manufacturing, whereas in
other EU member states GVC participation, if anything, accelerates the dein-
dustrialisation process” (Stollinger 2016: 801). This placed German industrial
capital in a very powerful position, which was further strengthened in the
wake of the 2008/2009 financial crisis.

6 Czech Republic, Hungary, Poland and Slovakia

17



18

THE CENTRAL ROLE OF

CAR MANUFACTURING

Table 1 also shows that car manufacturing is currently the most significant
industrial sector in the EU in terms of value added and employment. Indeed,
the automotive industry has been the lead sector of economic development
over the past century in many countries around the world. Furthermore, all the
major car sector crises since the mid-1970s have been connected to global
recessions, which is a further sign of the relevance of car manufacturing for
the growth dynamics of global capitalism (Wolf 2020). The manufacturing
model prevailing in the Western world after World War Two was even named
'Fordism’, after the car manufacturer Henry Ford. It relied on a combination of
standardised mass production and mass consumption. To this day, the auto-
motive industry carries considerable weight in the global economy and the
leading automakers as well as the largest suppliers are extremely powerful
(Sturgeon et al. 2009: 17; 22). This is also valid in the EU context (Haas /
Sander 2019).

Furthermore, Table 1 shows that firms carry out the final assembly of vehicles
in several European countries, meaning that automotive production chains end
there. However, as mentioned above, WIOD data does not tell us anything
about ownership relations, which are particularly concentrated in the automo-
tive industry, because it is dominated by only a few large lead firms (Gereffi
1999; Sturgeon et al. 2009):

This dirty dozen still controls around three-quarters of global car
production, although these companies now have large factories
in China. These are the four Japanese companies Toyota, Nissan,
Honda, and Suzuki; the three German companies VW, Daimler,
and BMW,; the two US manufacturers GM and Ford, the two
French companies Renault (with Dacia and Lada) and PSA (with
Peugeot, Citroen, Opel and Fiat-Chrysler);, and the South Korean
manufacturer Hyundai. (Wolf 2020)



For example, according to its website, the Volkswagen Group produces 12
brands of cars, trucks, buses and motorbikes, originating in seven European
countries: Volkswagen passenger cars, Bentley, Ducati (motorcycles), Audi,
Bugatti, Volkswagen Commercial Vehicles, Scania, MAN, Seat, Lamborghini,
Skoda and Porsche. In total, it operates 125 production plants in 20 European
countries (Volkswagen Group 2020). This structural concentration without
geographic centralisation of production sites is also important when it comes
to transnational labour organisation, because it means that workers in different
subsidiaries of the same transnational company have the right to establish
European Works Councils.

Considering the relevance of the automotive industry for Europe, we will now
explore the structure of this production chain before discussing some major
trends in European automotive production over the past 20 years.

19
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THE GLOBAL

AUTOMOTIVEVALUE CHAIN

A passenger car is usually composed of thousands of parts coming from
hundreds of suppliers (see Figure 4). As in other capital- and technology-inten-
sive industries, the ownership structures are highly concentrated, with a few,
globally dominant lead firms (e.g. General Motors, Volkswagen, Groupe PSA).
It is a typical example of a producer-driven chain (Gereffi 1999: 1). Usually, the
complex and high value-adding activities, such as design, research and devel-
opment, as well as services related to marketing and sales, remain in-house,
concentrated in the facilities of original equipment manufacturers (OEMs;
major automotive companies mostly headquartered in countries of the Global
North). Other tasks and activities tend to be outsourced and are very often
also offshored (see Figure 4). In the case of the automotive industry, the final
assembly is usually located very close to the end markets in order to shorten
the transportation routes, and due to “political sensitivities”, that is, the fear
that the large-scale offshoring of the production of an important status symbol
might cause adverse reactions among potential car buyers (Drahokoupil
2020a: 9-10; Sturgeon et al. 2009: 9, 14-15).

Parts and components, particularly the lighter and more generic ones, are
often produced far away in order to exploit economies of scale and lower
wages. They are then shipped for sub-assembly to plants located closer to the
sites of final assembly. The production of bulky and model-specific parts, by
contrast, usually takes place close to the assembly sites (Drahokoupil 2020a:
10). At the next production stage, parts and components are assembled into
modules, which are then integrated to form systems. Ultimately, systems
integration and final assembly are the responsibility of lead firms (the "heads’
of the chain). However, more recently, the most important direct suppliers to
the big automakers have increased their power (Sturgeon et al. 2016: 4-6).



THE GLOBAL AUTOMOTIVE VALUE CHAIN
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Figure 4 / Source: reproduction and slight adaptation of figure in Sturgeon et al. (2016: vi).

The automotive industry has a so-called 'tiered’ structure (see Figure 5). At the
top, we find the car assemblers, which are original equipment manufacturers
(OEMs). Tier 1 consists of suppliers that sell directly to the car manufacturers.
In many cases, they have proper research and development units and may be
involved in an OEM's vehicle development process. Tier 2 suppliers usually
provide smaller and less complex components for the production process, while
Tier 3 suppliers produce small parts with low value added. As in the case of
OEMs, the ownership of large Tier 1 suppliers is highly concentrated. In periph-
eral locations, foreign-controlled OEMs and upper-tier suppliers perform more
complex economic activities and account for more value added than domestic
lower-tier suppliers, which tend to be specialised in simpler tasks (Drahokoupil
2020a: 11; Las Heras 2015: 97-98; Sturgeon et al. 2016: 11-12).
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Depending on the tier, the relationship between lead firms and suppliers (see
Figure 3) can be either ‘relational’ (OEM — Tier 1) or ‘captive’ (e.g. Tier 1 —
Tier 2) (Sturgeon et al. 2009: 9). While the consolidation of Tier 1 automotive
suppliers has increased their size and scope, the mostly local actors in Tiers
2 and 3 have seen their room for manoeuvre decrease (Sturgeon et al. 2016:
3). Thus, the tiered structure entails a specific distribution of bargaining power
among the actors, which also affects the opportunities (and limits) of labour
organisation (Las Heras 2015: 98).

VALUE CHAIN AND POWER STRUCTURE
IN THE AUTOMOTIVE INDUSTRY
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Figure 5/ Source: own reproduction and slight adaptation of a figure by Las Heras (2015: 98).



THE TRANSFORMATION
OF EUROPEAN AUTOMOTIVE

PRODUCTION CHAINS

In their study, Gaddi and Garbellini (2020) found that the production chains of the
automotive sector are the most important in terms of generating value added
and employment in the EU. This is consistent with figures presented by the
European Commission (EC 2020b), according to which the automotive sector
is — directly and indirectly — responsible for 13.8 million jobs in the EU, equiva-
lent to 6.1% of total EU employment. The European Automobile Manufacturers’
Association (ACEA) points out that, of those 13.8 million, only 2.6 million are
jobs directly linked to car manufacturing, that is, held by the workers employed
in the 229 vehicle assembly and production plants in the EU (ACEA 2020a).
Of all workers employed in manufacturing in the EU, 8.5% work in the vehicle
industry. Furthermore, 7% of the EU’s GDP can be traced back to the automo-
tive sector (EC 2020b). Thus, in the current production structure of the EU, the
automotive chains carry great weight in terms of output and employment.

With respect to the development of European automotive production chains,
Gaddi and Garbellini (2020: 32-67) show that domestic value added has
decreased quite sharply in all eight countries with 'heads’ of a production
chain, while supplies from firms in other EU and non-EU countries have
increased in all production chains. Looking at the development of the produc-
tion chain ending in Germany, which had the biggest weight, we see the
following: Germany-based companies have shifted a significant share of
their automotive production activities abroad. Eastern European countries
have continuously increased their weight as Tier 1 suppliers to German car
manufacturers since the Eastern enlargement of the EU. As skills develop-
ment and labour shortages drove up labour costs, these countries started to
source less specialised parts from non-EU countries with lower labour costs,
such as Turkey, and focused on the assembly of more complex automotive
components. However, German lead firms still acquire the most sophisticated
high-quality components from Western and Central European countries, such
as Porsche dashboards from Northern Italy (Gaddi/ Garbellini 2020: 69). While

23
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firms from Eastern European EU Member States became Tier 1 suppliers
of low labour-intensive automotive components, they reduced capacities in
almost all basic industries (that are not strictly tied to car production). This
significantly increased their dependence on the original equipment manu-
facturers to which they deliver and made them vulnerable if the companies
concerned considered offshoring further east (Gaddi / Garbellini 2020: 69)
or reshoring to their own country, supported by Industry 4.0 technologies.”
Indeed, there was already evidence in 2016 that offshoring from Western
Europe had decreased, while increasing from Eastern Europe (Eurofound
2017). Should this trend continue, the Visegrad countries would be left with a
distorted economic structure that would be hard to diversify again.

Turkish firms have gained importance as suppliers of labour-intensive automo-
tive components for German car production. Gaddi and Garbellini (2020: 70-71)
therefore assume that companies based in Turkey became Tier 2 suppliers for
Eastern European (Tier 1) suppliers, which then sell to the German automotive
industry. Furthermore, Turkish firms have decreased the provision of less special-
ised intermediates to Germany, with Indian producers taking on this role. Hence,
Gaddi and Garbellini reason that a significant strand of the German automotive
chain probably starts with Indian firms supplying Turkish firms with less complex
small parts and intermediates, which are used in Turkey to build labour-intensive
components.® Those are supplied to Eastern European manufacturers, which
then deliver to Germany-based lead firms. Chinese inputs have also gained
importance, but they have become increasingly complex and heterogeneous,
which makes producers from China less dependent on European purchases than
firms based in countries like Turkey or India (Gaddi / Garbellini 2020: 70-71).

7 However, the potential and probability that widespread reshoring will take place due to the
expansion of Industry 4.0 technologies is highly disputed (see footnote 2).

8 In fact, Baldwin and Venables (2013: 246) have rightly pointed out that it makes sense to distin-
guish between “snakes”, i.e. generally linear production chains, and “spiders”. The latter have
“multiple limbs (parts) coming together to form a body (assembly), which may be the final product
itself or a component”. Such spider-like chains are quite common in the automotive industry,
where assembly sites draw on parts and modules stemming from different value chains.



LATEST DEVELOPMENTS

In summary, the fragmentation of production has led to the establishment
of a new transnational division of labour, in which Germany — together with
its satellites — constitutes the European manufacturing core and other coun-
tries have suffered deindustrialisation. However, as noted above, offshoring
has also become a problem for Eastern European countries more recently,
whereas the phenomenon seems to have peaked in Western European
countries before the crisis of 2008/2009 and has declined since then (Euro-
found 2017). Additionally, new concerns have come to the fore, associated
with digitalisation and decarbonisation. With respect to the former, a study
on Industry 4.0 edited by Gaddi et al. (2018) concludes that the advance-
ment of Industry 4.0 is conducive to outsourcing and offshoring, because
the new technologies make it easier to exert control over the whole value
chain and the workers concerned?® (for a summary of the study, see Wimmer
2019). Regarding decarbonisation, Galgéczi (2019a: 13) highlights that the
shift to electrified powertrains will affect more than 30% of the value added
connected to car production, and some products and activities, in which Euro-
pean car manufacturers have strong capabilities (e.g. the combustion engine),
might even disappear entirely.

In the new EU industrial strategy published in March 2020, the European
Commission (EC 2020a) highlights the need to ensure the competitiveness
of European industry on the global market and, with this objective in mind,
to tackle the twin challenge of the digital and ecological transformation.

9 Interestingly, in German-speaking countries the academic and public debate is more
focused on whether technological change (e.g. the progress of the digitalisation of
industry/Industry 4.0) might also lead to a centralisation of production. The main argument
is that the technologies employed in Industry 4.0 (3D printing, artificial intelligence, etc.)
will enable the relocation of production capacities back to developed economies (for the
expected changes in the automotive industry, see the different contributions in Drahokoupil
2020b). However, as Gaddi and Garbellini (2020: 7-8) and Butollo (2020) point out, there
are also good reasons to be sceptical that we will witness the widespread relocation of
production sites to Europe.
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The latter was already a cornerstone of the European Green Deal (EC 2019b),
which was presented in late 2019. With respect to the automotive industry,
the acceleration of the shift to “sustainable and smart” mobility has become
key. The promotion of e-mobility as an alternative to combustion-engine
vehicles is the most widely known component of this. Furthermore, the
Commission has started to implement a Strategic Action Plan on Batteries,
which aspires to create a “circular and sustainable battery value chain for all
batteries, including to supply the growing market of electric vehicles” (EC
2019b: 9). More recently, on 10 December 2020, the Commission proposed a
new Sustainable Batteries Regulation (EC 2020d). Meanwhile, the European
Automobile Manufacturers’ Association (ACEA 2019: 3) has emphasised its
commitment to providing “clean” and “safe” mobility and formulated clear
instructions about “what Europe should do” to support them.

It is clear then that major structural transformations are under way in these global
value chains, particularly but not exclusively the automotive industry. These
changes are socially contested, so it is not yet clear what shape they will take.
However, in one way or another they will have significant effects on workers and
on the labour organisations which represent them and coordinate their actions.




A LABOUR PERSPECTIVE
ON GLOBAL VALUE CHAINS
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Deregulation created new opportunities for outsourcing and offshoring in
the course of the transnationalisation of production. These developments
also considerably weakened labour vis-a-vis capital and destabilised the
existing institutions of industrial relations (e.g. collective bargaining).
On the one hand, outsourcing reinforced already-existing tendencies to
deregulate and decentralise bargaining, because collective bargaining
agreements barely include (outsourced) suppliers and service providers.
On the other hand, the possibilities of outsourcing have changed the
power relations between capital and labour. Also, employees in the core
workforce have come under pressure to accept a deterioration of their
working conditions, as they fear that their jobs might be outsourced or
offshored as well (Flecker 2009: 253).

Still, global value chain (GVC) research has mostly focused on the position that
countries/regions or, more specifically, firms hold in GVCs. Labour has only
played a substantial role in a few analyses (Phillips 2016; Selwyn 2016), while
in mainstream literature it has often remained subordinate to the above-men-
tioned features. This is problematic, however, because the position of a firm
in a production chain and the prevailing mode of governance heavily influ-
ence employment relations and the quality of work (Flecker 2009: 252). The
working conditions, wage differentials, degree of unionisation and collective
bargaining coverage correlate with a company’s position in the value chain
(Las Heras 2015: 99).

However, as Las Heras (2018: 314) points out, labour is not simply a passive
victim of the transformation of capitalism. Workers and their associations
also play a key role in the reproduction or modification of the regulation of a
production chain, which is also important with respect to the twin challenge
ahead. Still, the options for change are clearly restricted if a firm is situated
in a subordinate position in the value chain, e.g. as an affiliate of a transna-
tional company (TNC) headquartered elsewhere (hierarchical governance;
see above) or as a non-affiliated supplier to a TNC (relational or captive
governance). Particularly in sectors in decline or transition, this is likely to
strengthen competition between firms and their workers. In order not to
weaken labour’s bargaining power, labour organisations need to devise an
elaborate transition strategy to counteract this tendency. Therefore, we will



now focus on how labour agency takes form in the European automotive
industry, what basic reasoning it follows, and what opportunities and limita-
tions arise from this.
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LABOUR ORGANISATION

BEYOND BORDERS

Trade unions originated as local groupings seeking to improve their working
conditions on site, and only unified at national level with the consolidation of
the nation states (Mayer 2013). From the 1890s to the 1970s, the nation state
was the central unit for labour organisation and struggle (although trade union
work has always defended an internationalist ideology, albeit sometimes only on
paper). Therefore, employment relations are still regulated to a large degree at the
national level. However, the increasing fragmentation of production has entailed
a "multi-scalar competitive fragmentation [of labour]” (Hirtgen 2020: 5). Conse-
quently, the new circumstances place clear limits on national solutions. Thus,
recent decades have witnessed numerous — more or less successful — attempts
by labour organisations to shift the regulation of employment relations to a higher
— European or global - level (Bieler / Lindberg 2011: 220). However, it is important
to keep in mind that “while national trade union structures are no longer suffi-
cient, globalisation should not be an argument to weaken existing national unions.
[...] globalisation ['merely’] provides a new and additional task, that of restraining
competition between workers in the new global framework” (ibid.: 231).

At the European level, the first steps to create worker representation structures
go back to the 1970s, when the first European industry federations, such as the
European Metalworkers' Federation (EMF; 1971), and the European Trade Union
Confederation (ETUC; 1973) were founded. While the ETUC consists of national
trade union confederations, the European industry federations are composed of
European sector unions, e.g. metalworkers’ unions in different European coun-
tries. These organisations started to shape labour relations at the European level.
For instance, the EMF has been responsible for the EU-wide coordination of
national collective bargaining in its sector since the 1990s, based on the formula
“inflation plus productivity gains” (Bieler / Lindberg 2011: 223). In 2012, the EMF
merged with the European Mine, Chemical and Energy Workers' Federation
(EMCEF) and the European Trade Union Federation of Textiles, Clothing and
Leather (ETUF-TCL) to become IndustriAll European Trade Union.



TRANSNATIONAL COMPANY

AGREEMENTS

One important task of — national, European and/or global — trade union federa-
tions is to negotiate and conclude transnational company agreements (TCAs) with
transnational companies. TCAs are a (voluntary) regulation mechanism, which the
European Commission encourages firms to sign. They are presented as a gover-
nance tool to enhance corporate social responsibility (CSR). Currently, more than
320 such agreements are in force (EC 2019a). The most prominent forms are Euro-
pean framework agreements (EFAs) and global framework agreements (GFAs).
According to IndustriAll Global Union (n.d.), they “put in place the very best stan-
dards of trade union rights, health, safety and environmental practices, and quality
of work principles across a company's global operations, regardless of whether
those standards exist in an individual country”. About half of GFAs also explicitly
refer to the suppliers and subcontractors making up the transnational company’s
global value chain. In the automotive sector, BMW, Daimler, MAN, PSA Peugeot,
Citroen, Renault and Volkswagen have signed GFAs (IndustriAll Global Union n.d.).

However, Fichter and McCallum (2015) found that the implementation of Global
Framework Agreements (GFAs) was poor in many cases. This is not surprising
considering that GFAs are not legally enforceable (which is a major difference
from supply chain laws, which are binding). In practice, they were mostly inserted
into the CSR agenda of the transnational companies, which requires corporate
protocols for its implementation. While Fichter and McCallum concluded that
"social partnership” at company level might be useful for negotiating a GFA,
this was not the case when it came to its implementation. By contrast, “GFAs
resulting from a broader mobilization of workers and from a wider array of union
participation are more apt to be implemented” (ibid.: 81). Rather than resorting
to “social partnership”, they recommend to enter a “conflict partnership” relying
on a combination of “battle and dialogue”. In this kind of partnership, labour and
capital are in a constant struggle to shift the balance of power in favour of their
side, which generates a different dynamic from a corporatist logic and has proved
to be more effective (ibid.: 71).
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EUROPEAN WORKS COUNCILS

Another trade union tool counteracting the effects of fragmented production
are European Works Councils (EWCs)."° Based on the corresponding directive
adopted in 1994 and revised in 2009, EWCs enable workers' representatives
from different European plants belonging to the same transnational company
to exchange information and to coordinate their actions. However, the body
has only an advisory role to the company management and its decisions are
not binding for the company as a whole, which has led to extensive debates
on the effectiveness of this institution in its current form (Las Heras 2015:
100-101). There have been calls for EWCs to be given compulsory instru-
ments and to be converted into negotiating bodies, rather than just forums for
consultation (Gaddi / Garbellini 2020: 77-78). However, EWCs should not be
underestimated, as they have occasionally proven effective means of coordi-
nating transnational labour action.

In the European automotive industry, European Works Councils (EWCs) have
played a vital role in resisting management whipsawing, in other words coun-
tering management strategies aimed at playing off plants against each other,
for example with regard to possible investments or closures. For example,
the EWC of General Motors Europe/Opel on several occasions successfully
organised protests and industrial action across borders and pursued a strategy
of “sharing the pain” among all plants in order to avoid closures (Greer / Haupt-
meier 2012: 287-288). However, in other cases, EWCs have not played such
a progressive role. For instance, at European steel company ArcelorMittal, the
EWC was used as a “management tool to divide and conquer”. The manage-
ment succeeded in co-opting labour into its competitiveness discourse, which
led to “hegemonic whipsawing” (Aranea et al. 2018: 12-15).

10 In globally active transnational companies, World Works Councils (WWCs) sometimes exist.
However, huge global disparities make it even more difficult to organise effective resistance
through these institutions.



Furthermore, the defence of local and national micro-corporatist interests
often undermines the emergence of transnational European solidarity (Las
Heras 2015: 101). In such cases, each plant attempts to outdo the other (based
on concessions) in order to receive investments or other benefits or — some-
times — to preserve the production site. This can happen even if national trade
unions have intensified their contact, as this does not automatically result in
transnational solidarity (Bieler / Lindberg 2011: 222).
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ESTABLISHING TRANS-

NATIONAL SOLIDARITY

However, a progressive labour strategy needs to unite workers, which also
requires a new approach to international/transnational solidarity (see Figure 6).
“For unions to survive and thrive, the principle of solidarity must not only be
redefined and reinvented. Workers on the ground must be active participants
in this redefinition and reinvention” (Bieler / Lindberg 2011: 228). Hyman (2011)
argues that trade unions need to become “learning organisations”, open to
new knowledge and different experiences, in order to achieve this. Successful
labour struggles have always depended on the creation of solidarity, which is
based on dynamics of inclusion (other workers) and exclusion (capital). It can
expand beyond national borders and is shaped in action. Rank-and-file workers
need to support transnational solidarity so that it can fully develop. “[U]lnion
solidarity is something much more than joint action for mutually shared inter-
ests. A sense of shared identity plays just as important a role” (Lindberg 2011:
219). However, as workers do not share one single identity, the objective is to
create a feeling of “mutuality despite difference”" (Hyman 2011). The impor-
tance of identity work for the emergence and deepening of solidarity has
been confirmed by several investigations, for example concerning the case of
General Motors/Opel (Anner et al. 2006; Greer / Hauptmeier 2012; Pernicka
et al. 2017). Transnational solidarity relies on class consciousness, which can
only develop in concrete struggles, and is therefore not compatible with a
corporatist industrial location policy (Bieler / Lindberg 2011: 231).

11 The Austrian development education NGO ‘weltumspannend arbeiten’ (‘working globally’),
founded by the Austrian Trade Union Federation (OGB), applies an interesting approach
aimed at strengthening transnational solidarity. It organises regular study trips for affiliates
of Austrian trade unions to countries with lower labour standards, where they visit factories,
meet local trade union representatives and learn more about the lives of ordinary workers.
Destinations have included South Africa, China, Brazil, Moldova and Georgia (for more infor-
mation see www.weltumspannend-arbeiten.at).


http://www.weltumspannend-arbeiten.at

As we have seen, the trade unions' strategy in the manufacturing sector
currently focuses primarily on securing and/or improving employment condi-
tions in the fragmented production process, inspired by the European social
partnership arrangements (Bieler / Lindberg 2011: 220). In this context, they
encounter the problem that competition of workers among and within countries
has tremendously increased, which makes it difficult to establish solidarity.
Bieler and Lindberg (2011: 221-222) observe that cooperation between trade
unions is more likely within sectors operating globally, but often stalls when
workers are directly competing. “In short, solidarity is more needed but also
more difficult when there is direct competition between different production
sites” (Bieler / Lindberg 2011: 222).

The twin transition ahead reinforces this contradiction, as Drahokoupil (2020a:
15-16) explains:

[Clorporate headquarters [...] may have a slight preference for
launching innovative pilot projects at headquarters sites. However,
competition between MNC [multinational company] affiliates
is key to understanding the motivation for investing in Industry
4.0 technologies. [...] MINC affiliates face continuous pressure
from their parent companies to cut costs. They need continually
to improve efficiency and flexibility. The initiative to implement
Industry 4.0 technologies thus comes from local managements
seeking to improve the competitive position of the affiliates. [...]
Moreover, in CEE [Central and Eastern Europe], labour shortages
were a key motivation for investing in automation.

Moreover, production sites also compete for new investments by their head-
quarters in decarbonisation. Drahokoupil (2020a: 10) found that European
“carmakers tend to introduce production of new electric models in Germany
and at other core locations”. Thus, the twin transition to a digital and green
economy is likely to increase competition among plants and workers.

In this context, Strotzel and Brunkhorst (2019: 260) from the German metal-
workers' federation IG Metall highlight that “global value chains can only be
countered with supranational trade union work"”. With respect to the deep
structural transformations that are under way in the energy, transport and
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industrial sectors, trade unions are calling for a “just transition”, which “has
become the main concept and strategy tool for managing the transformation
towards a net zero-carbon economy in a way that is both balanced and fair”
(Galgodczi 2019a: 7). However, Galgoczi explains that, in many cases, a just
transition is only associated with decarbonisation efforts in the energy sector
(e.g. the phase-out of coal), while the automotive industry “is often not even
recognised as a case for ‘just transition’, with the main focus of demands at
this point being the mobilisation of resources regarding transitioning from the
combustion engine towards electric vehicles and how this process can be
shaped and facilitated” (Galgoczi 2019a: 25). Yet, this transition too needs to
be just and solidary in order to leave no worker behind.




Based on the case studies presented in their book, Bieler and Lindberg (2011)
summarise some important findings regarding the possibilities and limits of
transnational solidarity (see Figure 6). First, they highlight that each sector
needs to be studied separately because different sectors face different condi-
tions. For instance, trade unions in the manufacturing sector have better
conditions for organising across borders than those in the service sector
(Bieler / Lindberg 2011: 221-224). Hence, what is said in this brochure cannot
and should not be generalised to other sectors.'

Second, in manufacturing, workers’ organisations in producer-driven chains,
such as the automotive production chain, are less likely to form broader alli-
ances with other social actors (e.g. NGOs) compared with actors linked to
buyer-driven chains such as existing in the apparel industry (Bieler / Lindberg
2011: 224-225). However, particularly in the automotive sector, trade unions
could seek closer cooperation with NGOs such as Transport & Environment
and with social movements like Fridays for Future.”® On the one hand, this
could increase the leverage of trade unions and environmental and consumer
protection organisations in transport policymaking in the EU (Haas / Sander
2019: 14). On the other hand, such coalition-building might fuel the devel-
opment of a joint concept for a mobility transition that combines visions of
community members with those of workers employed in the vehicle industry.

Third, in order to avoid being played off against each other, workers would
need to organise industrial action not only within transnational companies,

12 For more about the different conditions in which trade unions operate around the world, see
the special issue of the Austrian Journal of Development Studies on ‘Trade Union Work in
North and South’ (in German), edited by Eder (2015). Nowak (2016), by contrast, presents
examples of transnational solidarity in other sectors.

13 Obviously, such an arrangement, whether cooperation or even a coalition, would not be
free of conflicts and dissenting opinions. For example, Dorre (2020: 50, 56-57) states that
the traditional class conflict is increasingly becoming a social-ecological transformation
conflict, with a (social) class and an ecological conflict axis. In demobilised class socie-
ties, different interest groups tend to play off social and ecological sustainability objectives
against each other (the old dilemma of preserving jobs vs. protecting the environment). This
can ultimately serve to stall more radical transformation policies. Kaiser (2020: 282-283)
therefore argues that climate activists and movements require a “labour turn”, while trade
unions need to take a “climate turn”, so that they can work successfully together. Some
scholars and activists consider a Green New Deal as an adequate proposal to unite the two
camps (e.g. Broder 2019).
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but across the whole sector, at least regionally — for example, in the European
vehicle industry. Instruments such as new transnational bargaining structures,
legal regulations for cross-border strikes, joint regional consultation processes
and maybe even a regulatory framework for co-determination, would need
to be developed for the entire sector in order to stop workers from different
companies underbidding each other (Bieler / Lindberg 2011: 223). In this
connection, IndustriAll Europe (2018: 19) is right to call for the development
of “long-term strategies based on worker participation” to replace the short-
term, profit-oriented company strategies.

Fourth and lastly, Bieler and Lindberg (2011: 230) insist that workers in core
countries need to critically reflect their country’s position in the transnational
division of labour and formulate their strategy in consideration of this. From a
left-wing perspective, this entails at least two different challenges in the EU.
On the one hand, industrial capacities in the EU are very unevenly distributed
and inside those structures we find strong hierarchies, with Germany being
the most important core country. Therefore, transnational solidarity of the
German working class towards the others is extremely important and could
express itself, for example, in the struggle to significantly increase labour's
share of national income instead of opting for a strategy of sharing the pain,
thus accepting restructuring in order not to strain the social partnership
arrangement. On the other hand, the reality of global value chains makes it
ever more necessary to include North-South relations in a meaningful proposal
for change. This could take different forms, but it would definitely also mean
engaging critically with the consequences of the upcoming transformations
for suppliers and other actors in the Global South. Furthermore, it would
require arguing against the strong export orientation of the EU, particularly of
some of its Member States like Germany, and advocating a reduction in the
large trade surpluses (Durand 2019).



CHALLENGING THE

COMPETITIVENESS NARRATIVE

The feasibility and limits of transnational solidarity depend — to a significant
extent — on the position in and towards globalised production structures.
Kapeller and Grabner (2020: 9-10) rightly point out that outsourcing is an
outcome of the competitive pressure existing among transnational compa-
nies, not a deliberate expression of the wish to exploit labour. However, the
latter is the ultimate result of squeezing as much profit as possible out of
workers in the Global North and (even more) in the Global South in order to
survive in global competition. Selwyn (2019: 72) thus calls the fragmented
production processes “global poverty chains”'* because “empirical evidence
suggests that, contrary to optimistic claims, these GVCs [global value chains]
generate new forms of worker poverty”. If our problem is linked to how
we organise production, is it sufficient to struggle for the homogenisation
of working conditions along the value chain? It is not, as Hirtgen (2020: 4)
argues: “Only with reference to production, in short, we can theorize and
problematize a European space of labour that is marked by harsh translocal
and transnational competition.” In other words, in order to fundamentally
change the living conditions of the working class, we need to transform the
social relations of production.

In order to tackle the “multi-scalar competitive fragmentation” among labour,
we need to “redefine social relations among (all) European working people —
which is to question the contemporary social form of production. Hereby, one
important starting point is to attack dominant considerations of competitiveness
as a means of development, theoretically and politically” (Hirtgen 2020: 5).

14 Other scholars emphasise the development potential opening up through the integration into
global value chains (GVCs). However, Staritz (2012) emphasises that “integration in GVCs
should not be seen as ‘a panacea’ for development but as ‘windows of opportunity’ that can
have important development effects (...) but should be complemented by more locally and
regionally based development approaches”.
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In this context, it is important to highlight that boosting Europe’s economic
competitiveness has been at the heart of the EU’s competition regulations
since the 1990s (Buch-Hansen / Wigger 2011: 1). In the wake of the finan-
cial and economic crisis of 2008/2009, this issue has become even more
important. In 2013, the European Commission claimed that improving the
cost and price competitiveness of EU manufacturing was a precondition
for successfully competing on the world market (Wigger 2019: 356). As
boosting competitiveness through external (currency) devaluation was not
possible for many EU countries due to their participation in the eurozone, the
European Commission and some national governments opted for internal
devaluation. In other words, they aimed to reduce unit labour costs through
wage repression, lowering prices by intensifying competition among enter-
prises and cutting corporate taxes. Many of the austerity measures imposed
by EU institutions in the wake of the crisis tied in with this strategy (Wigger
2019: 354).

Wigger (2019: 357) points out that many labour associations did not chal-
lenge the narrative of lacking competitiveness, but pushed it further. In
2016, the European Trade Union Confederation (ETUC) joined forces with
BusinessEurope — a lobbying association of European companies — to “call



on EU institutions to bring competitive and sustainable industry back to
the core of the EU policy agenda” (ETUC / BusinessEurope 2016). While
the ETUC has not sought to resolve the crisis through the devaluation of
labour, it has shared the perception that it could be overcome by increasing
competitiveness (Wigger 2019: 357). This is also a widely held view among
European social democratic parties (Wigger / Horn 2019) and it has gone
largely unchallenged in the new EU industrial policy. The latter is based on
“internal devaluation through the backdoor” because it seeks to squeeze
labour costs in order to increase global competitiveness (Wigger 2019:
356-359). However, adherence to the competitiveness mantra cannot be
overcome without tackling the root cause, namely the capitalist organisation
of production. Thus, it seems reasonable to combine concrete labour strug-
gles for the improvement of employment relations with a broader vision for
structural change, supported by industrial policy.

STRENGTHENING LABOUR TRANSNATIONALISM

Transnational Solidarity
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Figure 6 / Source: own composition based on the sources in the text.
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INDUSTRIAL POLICY

PROPOSALS BY TRADE UNIONS

Processes of industrial restructuring are taking place all the time; the crucial
question is whether they are shaped by the state or by the market, by public
interest or by profit (Blécker 2018: 10), and who foots the bill. On the labour
side, the primary concern raised by restructuring is huge job losses, partic-
ularly in the traditional strongholds of the labour movement. Consequently,
industrial trade unions have to some extent a 'natural’ interest in conserving
the existing production structures — at least in the short term (Candeias 2011:
258; Dorre 2020: 57) — and striving for the highest level of competitiveness
possible (which conflicts with the proclaimed goal of transnational worker
solidarity). However, this does not mean that there are not serious debates
under way inside the trade unions, as the following proposals for the automo-
tive industry put forward by IndustriAll Europe and the German metalworkers'
federation IG Metall show.

In July 2020, IndustriAll Europe presented “demands for a robust and
sustainable recovery” of the European automotive industry and called for a
“long-term strategy that facilitates the necessary transformation of the EU
automotive industry towards sustainable vehicles and vessels as well as
alternative fuels”. They argue that an employment strategy guaranteeing a
just transition needs to be supplemented with “a comprehensive industrial
strategy that aims to keep the automotive industry and related value chains
in Europe as millions of highly qualified quality jobs are at stake” (IndustriAll
Europe 2020). In an earlier publication from 2018, IndustriAll Europe empha-
sises that it wants to “contribute to a strong and world-leading European
industry” (IndustriAll Europe 2018: 2). The organisation highlights that it is
engaged in sectoral social dialogue in 11 sectors at European level, with the
aim of “defining a coherent industrial policy strategy that creates favourable
framework conditions for our industrial sectors to grow"” (IndustriAll Europe
2018: 3). They argue that the necessary transformation requires cooperation
between workers and employers. However, such an approach may underes-



timate the contradictory interests of employers and workers and could result
in a strategy that is too slow and too tentative to resolve the pressing environ-
mental issues in a timely fashion.

For its part, IG Metall has issued several proposals concerning the trans-
formation of the German automotive industry. For example, they suggest
introducing two different funds to support the suppliers of original equipment
manufacturers in the automotive industry — often small and medium enter-
prises — with restructuring. One would target suppliers that need to decrease
their production volume due to the phase-out of combustion powertrains (Best
Owner Group), while the other (Transformation Fund or Transformationsfonds)
would provide the necessary capital for innovation and transformation invest-
ments to small and medium enterprises in the sector that want to invest in
structural change. While the financial resources are supposed to come from
the state and from private actors, |G Metall suggests that the state or the
German development bank KfW partially hedge risks of the Transformation
Fund according to a first-loss policy (IG Metall 2020).

In spring 2019, |G Metall also supported the creation of Transformation Maps
(Transformationsatlanten), facilitated by works councils at company level.
Together with trade union-affiliated workers, the works councils assessed the
company-specific risks and opportunities associated with the digital transfor-
mation. Of all surveyed companies, 16% belonged to the automotive industry.
Based on the results, IG Metall is seeking to manage the digital transformation
in a social and participatory way. One element of this endeavour is the devel-
opment of an active industrial policy (IG Metall 2019b, 2019¢). In addition, I1G
Metall has proposed the introduction of a “transformation short-time work
allowance” (Transformationskurzarbeitergeld), targeted at companies whose
production volume of non-sustainable products will decrease due to the
transformation.”® While in receipt of this allowance, workers could either focus

15 However, while the benefits of the transformation short-time work allowance are that workers
will be able to keep their jobs and that the state can participate in the respective company'’s
decision-making regarding sustainable transition strategies, the proposal also shifts the costs
for workers' retraining and qualification from the companies to the unemployment insurance
fund, which is predominantly financed by employees’ social security contributions. Further-
more, it socialises entrepreneurial risks.
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entirely on retraining or work part-time in the company while also retraining.
The allowance would be funded by the German Federal Employment Agency
(IG Metall 2019a).

These proposals are very valuable, but they were developed from a ‘social
partnership’ rather than a ‘conflict partnership’ perspective. In other words,
they conceive the upcoming transformation as a common project of employers
and workers, which the state should support with substantial funding for the
benefit of all members of society. Such an approach ignores the fact that the
state is not an independent actor, but that it condenses the “relationship of
forces between classes and class factions” (Poulantzas 2000 [1978]: 132).
Thus, the state does not necessarily act in the interests of wider society,
but might also be used to make the working class pay for the major trans-
formations, while the future profits remain in the hands of a few. Hence, it is
not enough to call for state intervention in the economy, because the state
responds selectively to the different interests present in society. For progres-
sive policymaking, we need to examine “how a given structure may privilege
some actors, some identities, some strategies, some spatial and temporal
horizons, some actions over others” (Jessop 2014). Before the state can play
— from a labour perspective — a truly positive role in the transformations, the
selectivity of the state needs to be altered from capital to labour interests
(Eder / Schneider 2018: 117). Otherwise, state intervention will only support
the capital side in opening up new opportunities for capital realisation. Argu-
ably, a progressive labour strategy should not burden the whole of society
with the costs of transition while allowing (future) profits to remain in a few
private — shareholder — hands (a threat that has increased with the COVID-19
recovery plans).



PROGRESSIVE

INDUSTRIAL POLICY

For the reorganisation of production with workers’ participation, we need a
progressive industrial policy, as suggested by different publications released
by the Rosa-Luxemburg-Stiftung (Pianta et al. 2016; Durand 2017; Rosa-Lux-
emburg-Stiftung (ed.) 2017). Such a policy needs to have a transformative
orientation, moving beyond considerations of competitiveness and economic
growth by considering distribution and other cross-cutting issues such as
gender sensitivity and economic democracy.

Moreover, the purpose and opportunities of state intervention in the economy
and of public ownership need to be newly debated (Eder / Schneider 2018:
119-125). If we take into consideration the multiple challenges faced by
industries such as the automotive sector in the years ahead, working-class
organisations could demand that the state acquires strategic shares in those
companies that need to be restructured in order to actively influence their
corporate strategies to make them congruent with the social-ecological trans-
formation.

However, state intervention should not be glorified per se. Two factors are
crucial from a labour perspective: First, the state should not take action to
facilitate capital accumulation, but to secure societal and ecological needs. It
should be guaranteed that post-transition dividends will benefit wider society,
not just the successfully restructured companies. Second, state intervention
should be matched with bottom-up — labour and civil society — initiatives in
setting the pathway for the social-ecological transformation.

Furthermore, progressive industrial policy needs to question the goal of
ever-increasing transnational market integration through European and global
value chains. The elimination of trade barriers has exposed weaker economic
actors to ferocious international competition within a transnational division
of labour. In view of this, progressive actors should scrutinise their position
on the prevailing competition policy in the EU. For instance, the introduction
of a golden rule for public investment, as suggested for example by Indus-
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triAll Europe (2018: 8), would be a positive signal. Such a rule would mean
that public investments are excluded from the EU’s strict deficit criteria. It is
also time to reconsider the EU’s single market rules, because in their current
design they perpetuate — and in many cases even aggravate — uneven indus-
trial development patterns in Europe (Eder / Schneider 2018: 132).

However, coming back to the 11 most important final commodities identified
by Gaddi and Garbellini (2020: 11-18), it is clear that some of these end prod-
ucts are ecologically harmful, in particular cars and aircraft. This raises the
question of how the productive transformation can be achieved in line with
the social-ecological transformation (Candeias 2011; Dorre et al. 2020; Wissen
et al. 2020).

There is no blueprint strategy for this endeavour. Rather, it has to be devel-
oped jointly and through action, in a process in which the involvement of
labour associations and rank-and-file workers is key (Eder / Schneider 2018). A
progressive labour strategy cannot purely aspire to organise workers; it needs
to accompany democratically organised processes in shrinking industrial
sectors that produce ecologically harmful products, such as the automotive
industry.

Obviously, due to the size of the sector, the jobs involved and the power of the
associated capital fractions, the short- and medium-term objective cannot be
the complete elimination of private passenger cars. However, the promotion
of e-mobility alone will not be sufficient, because the car-centred organisation
of mobility is part of the problem (Blécker 2018: 4).



MOVING BEYOND

E-MOBILITY

BUND - Friends of the Earth Germany mentions several conditions that have
to be fulfilled in order to make e-mobility a favourable option, including that
electric vehicles should not replace public transport and should not conflict
with the long-term objective of car-free cities (BUND n.d.). Other NGOs and
researchers have presented an even more fundamental critique of e-mobility,
particularly with respect to private passenger cars.

First, under the given conditions, an electric car emits a maximum of 25% less CO,
than one fuelled by petrol or diesel,'® against the backdrop of a still growing number
of conventional cars. Hence, experts raise doubts that CO, emissions from mobility
will significantly decrease soon thanks to the expansion of e-mobility.

Second, electric vehicles are often used as second cars. Thus, they could
even increase the current traffic level (Wolf 2019).

Third, in order to charge those cars, you need huge amounts of additional
electricity, which can — currently — only be generated from ‘dirty’ sources such
as coal and nuclear energy (MISEROR et al. 2018: 42—-47; Wolf 2019).

Fourth, the construction of an electric vehicle, particularly the engine, requires
far more (scarce) raw materials than the assembly of a conventional car. In
many cases, these are extracted by workers in the Global South amid labour
and human rights violations (MISEROR et al. 2018: 23-41).

Fifth, experts have raised concerns that the ‘green’ image of electric cars
might generate a so-called rebound effect, namely that people start to use
their cars more frequently because they think that driving such vehicles is
‘environmentally friendly’. This could erase the potential positive impact of

16 Aside from the additional CO2 emissions stemming from the extraction of raw materials
and vehicle production itself, the reasons for this are that many electric car models are large
in size, and they weigh on average 25% more than conventional cars, thus causing higher
emissions than smaller and lighter models. Furthermore, the power resources required for
e-mobility are likely to rely to a significant extent on brown electricity (see text).
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e-mobility and might even further aggravate the situation (Brunnengraber /
Haas 2020).

Finally, the manufacturing of electric vehicles requires lower labour volumes
due to fewer parts/production steps, which means that the green transition
cannot in any case preserve the current level of employment in the automo-
tive industry (Blocker 2018: 12).

While the introduction of sustainable technologies may be part of the solution,
additional, more radical steps are required, designed to “disrupt existing path-
ways of industrial production and associated norms of consumption” (Eder
/ Schneider 2018: 121). With specific regard to the automotive industry, the
disruption needs to be more radical than the shift towards e-mobility. Further-
more, it also needs to counter the growth paradigm, because the decoupling
of growth from resource use has clear limits."” Thus, progressive industrial
policy has to carefully consider which industries should be developed or stabi-
lised and which need to be cut back or phased out in a socially and ecologically
acceptable manner (according to the long-term objective of achieving the
social-ecological transformation). Trade unions need to play a key role in this,
among other things by fighting for working time reduction and other measures
facilitating a just transition (Eder / Schneider 2018: 120, 123).

However, the restructuring of ‘brown’ industries faces big structural obstacles.
On the capital side, we find powerful fractions behind those industries which
exert great pressure on policymakers, for example to grant state subsidies
for car purchases or motorway construction (Bldcker 2018: 8). A recent study
commissioned by the NGO Transport & Environment found that “[s]ubsidies for
company cars are costing European taxpayers €32 billion every year, [...] and
almost all of it is spent on polluting petrol and diesel engines” (Transport & Envi-
ronment (T&E) 2020). In this context, Haas and Sander (2019: 17) point out that:

17 On this subject, Jackson (2009) argues that the introduction of more efficient technology
makes relative decoupling possible. However, Jackson rejects the possibility of absolute
decoupling because of the exponential nature of growth, the need for material inputs for
production and the rebound effect.



The car lobby has many allies in the EU institutions and all kinds
of ways of asserting their interests. This is clear from many
clashes about the political regulation of the automotive industry.
One of the most significant examples of such a conflict concerns
CO, fleet targets, [...]. The political wrangling about this shows
how the automotive industry — and German manufacturers in
particular — has repeatedly tried to weaken the targets and post-
pone their application, while environmental organisations and
their interlocutors in the EU institutions have argued in favour of
ambitious targets.

Thus, the lobbying power of the car sector needs to be severely weakened
(Eder / Schneider 2018: 121).

This can only happen if the trade unions, particularly in the European core
countries, redefine their approach to industrial relations from ‘social partner-
ship’ to ‘conflict partnership’. In the current pandemic situation, this would
mean moving from crisis corporatism directed at ‘sharing the pain’ towards
a strategy of 'battle and dialogue’, which aspires to defend broader work-
ing-class interests and to fight for them if negotiations fail.

With respect to the prevailing challenges in the automotive industry this
would mean:

1) screening every existing proposal for winners and losers, not only inside the
sector but also in wider society and along the value chain (including actors
in the Global South);

2) starting to define mechanisms of long-term compensation for broader
society if it supports private companies in restructuring. Furthermore, the
introduction of a temporary transformation wealth tax used solely for trans-
formation purposes might be considered. Finally, companies supported
by state aid should be taxed more highly for a certain period as soon as
they have become profitable again (or the state should retain a significant
shareholding in order to benefit from future dividends).

Ultimately, the crucial question is: Who will pay the bill for the transformation?
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RESEARCH FOR THE

MOBILITY TRANSITION

In addition to the very valuable research closely tracking developments in
the European automotive industry, such as that carried out by the European
Trade Union Institute (Galgdczi 2019b; Drahokoupil 2020b) or GERPISA, the
Permanent Study and Research Group on the Automobile Industry and its
Employees (GERPISA n. d.), we also need more radical research agendas
geared towards the social-ecological transformation of the car industry (i.e.
more disruptive than the gradual transition to e-mobility).

In the summer of 2018, the Rosa-Luxemburg-Stiftung set up the Future
Car Environment Mobility discussion group (Gesprachskreis Zukunft Auto
Umwelt Mobilitat, ZAUM), which aspires to develop concrete suggestions for
the social-ecological transformation of the car industry. The group consists of
researchers in various fields, politicians, trade union representatives as well as
representatives of environmental and transport associations. They aim to consider
the interests of the 800,000 workers of the German automotive industry and their
families, and of people in the Global South involved in the extraction of automo-
tive raw materials. In addition, they seek to satisfy mobility needs and to reduce
mobility pressure (which often arises from the lack of local availability of jobs
and infrastructure). They state that due to the need for rapid action because of
climate change and the significance of the car industry for whole regions, conver-
sion cannot happen through a gradual and slow phase-out as in the coal sector.
Rather, it needs to rely on the promotion of alternative production, radical work-
time reduction and economic democracy. Thus, we need to develop “alternatives
to the currently existing forms of mobility, to the product and to the relations
of production. It is also and especially about protecting the affected workers in
the automotive industry and the communities from the foreseeable decline”
(Gespréachskreis Zukunft Auto Umwelt Mobilitdt (ZAUM) n.d.). Furthermore, the
Rosa-Luxemburg-Stiftung is currently funding a study on the social-ecological
mobility transition. As part of this study, researchers and activists interviewed
unionised workers and works council members at German car manufacturers and



their suppliers. The initial results have been summarised recently (Boewe et al.
2020). Further information on the topic in English or German can be found in the
Changing Lanes dossier (Rosa-Luxemburg-Stiftung 2020).

In Austria, the research project 'Social-Ecological Transformation: Indus-
trial Conversion and the Role of Labour (CON-LABOUR)' (CON-LABOUR
2018-2020) represents an interesting approach. As part of the three-year
project, headed by Ulrich Brand, researchers from the University of Vienna's
Department of Political Science and the Institute of Social Ecology of the
University of Natural Resources and Life Sciences in Vienna explored the
opportunities for a social-ecological transformation of the Austrian automo-
tive supplier industry. The project was funded by the Austrian Climate and
Energy Fund, and extensively studied the role of labour associations and
rank-and-file workers, assuming that they would need to become the back-
bone of the transformation process (Hogelsberger / Maneka 2020; Wissen
et al. 2020). Arguably, we need more such discussion groups and research
projects in cooperation with labour associations and the affected employees
to help resolve the pressing issues arising from globalised production and
environmental damage with the workers and not for them (Blocker 2018).
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WHATIS TO
BE DONE?



The European industry is faced with the twin challenge of mastering the digital
and ecological transformation. In 2020, the COVID-19 pandemic created new
problems, linked in part to the way production is predominantly organised
nowadays, namely in global value chains controlled by big transnational
companies with hundreds of suppliers. As far as the automotive industry
is concerned, the challenge is to decrease transport emissions, particularly
those stemming from individual motor car traffic. While the public debate
revolves mostly around promoting electric mobility, this brochure has pointed
out that such a shift will not be enough to significantly reduce global warming.
Instead, we need a mobility transition, in which the central role of private
passenger cars is reduced in favour of other means of transport. This task will
also require the social-ecological transformation of the vehicle industry. As the
car industry is a major employer in Europe and carmakers have very substan-
tial lobbying power, this will be no mean feat. However, opportunities do exist
to initiate such a transformation. In the following section, | will address the
measures and policies that could be adopted at different levels (the ‘what’). |
will then introduce the actors who could push for them (the ‘'who'). Finally, |
will present some thoughts on how they might proceed (the ‘how’).

IndustriAll Europe (2018) is right to state that the current challenges require
labour organisations to develop an employment strategy based on the idea
of ‘just transition” and — additionally — an industrial strategy for every sector
that will undergo deep transformations due to the ‘twin challenge’. This has
become even more important in the context of the pandemic because one of
the vital tasks of working-class organisations is to ensure that the public at
large does not end up paying for the crisis, and that private companies do not
use the crisis as an opportunity for implementing long-planned restructuring
measures and redundancies.
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To this end, working-class organisations in Europe need to follow a multi-level
approach (IndustriAll Europe 2018). At plant and company level (see Figure 7),
the main actors that need to promote the social-ecological transformation are
the works councils and trade union affiliates. They should be encouraged to
conduct a survey — similar to the Transformation Map that |G Metall (2019b,
¢) sponsored in spring 2019 in Germany — in all automotive industry plants
across Europe. However, this time the focus should be on the social-eco-
logical transformation, rather than on the digital transformation. Such a
Transformation Map 2.0 could be used to identify opportunities for conversion
and diversification towards the production of ecologically less harmful goods.
In big EU-based original equipment manufacturers such as Volkswagen and
Groupe PSA, IndustriAll could support the European Works Councils of those
companies to facilitate such studies and to initiate serious debates on ‘conver-
sion by design’ at the company level (see the ‘social-ecological conversion’
section of CON-LABOUR 2020). Furthermore, suppliers to the automotive
industry should also be encouraged to participate, particularly those that are
in a captive relationship with the transnational company they are supplying to.

A MULTI-LEVEL APPROACH
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However, in line with the idea of transnational solidarity, attention should also
be paid to mitigating the possible consequences that transformations inside
the plant might have for the workers of other subsidiaries and of suppliers,
not only in Europe but also in the countries of the Global South (in cooperation
with the working-class organisations there). Furthermore, the introduction
of a transformation short-time work allowance, also proposed by IG Metall
(2019a), is an interesting concept to support companies in making their
employees ‘fit’ for the transformation. However, it seems unfair to burden
all social security contributors (employees and employers) with the costs
of this measure, as the beneficiaries are largely privately-owned, profitable
companies, which should at least pay their share for the (re)qualification of
their workforce. Thus, any struggle for the social-ecological transformation
needs to approach the issue of the distribution of costs and benefits from a
class perspective.

At the regional level (see Figure 7), ‘just transition’ measures will be partic-
ularly important in those regions where car manufacturers are currently the
main employers. Both policymakers and companies have to take responsibility
for those people who might need retraining or who could lose their jobs, e.g.
by introducing work-time reduction, early retirement measures, etc. The Euro-
pean Union's Just Transition Mechanism, which also includes a Just Transition
Fund, is a first step in the right direction. However, currently the fund has a
rather limited capitalisation of €17.5 billion, far less than the €40 billion the
Commission had promised earlier in 2020 (EC 2019¢; EC 2020e). Furthermore,
the EU’s structural and cohesion policy focusing on the regional level needs
to be better coordinated with industrial and innovation policy, so that those
regions can embark on a new path before they start declining. It would also
be a good idea for labour organisations to encourage regional stakeholders to
incorporate the regional industrial transformation requirements into the smart
specialisation strategies (S3) which the EU is supporting to boost innovation
in Europe’s regions (EC 2020c).

At the national level (see Figure 7), labour and business associations need
to work with the state to define an industrial policy strategy that addresses
the specific national challenges. However, as the state cannot act inde-
pendently outside the framework of societal power relations, it is crucial
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that working-class organisations not only develop a firm, solidarity-based
position before negotiations, but also that they actively push for the alter-
ation of the selectivity of the state. Therefore, much of the effort needs to be
directed at identifying the institutions that show more favourable selectivity
for labour interests and pushing them to design and implement industrial
policy programmes that give trade unions the permanent right to take part in
decision-making and to monitor implementation processes. From a solidarity
perspective, it is particularly important that the national industrial policy strat-
egies of the EU core countries (Germany, Austria, etc.) do not come at the
expense of the workers of peripheral countries, whether inside or outside the
EU. The labour organisations should subject their industrial policy proposals to
an impact assessment with respect to this question. Another positive signal
would be to fight for the introduction of a comprehensive supply chain law
that covers not only Tier 1 but right up to ‘Tier n" and that encompasses duty
of care and liability.

Lastly, the states should consider becoming an active shareholder in those
companies that need to be transformed and shaping their long-term strategy.
Furthermore, the states should use their public procurement power to practise
demand-oriented industrial policy. In the context of our topic, this could mean
only purchasing staff cars for civil servants that are small, lightweight and
with hybrid or electric powertrain and — concomitantly — requiring employees
to use public transport whenever possible. Additionally, the development of
sector-wide industrial action plans is required because this is the only way that
a reduction in the production of one original equipment manufacturer will not
be offset by that of another. In order to finance these measures, the creation
of Transformation Funds (also proposed by IG Metall) should be considered by
other countries too.

At the EU level (see Figure 7), European labour organisations should also
campaign for a comprehensive supply chain law (with the characteristics
mentioned above). Furthermore, they should demand that the EU institu-
tions themselves also pursue a progressive public procurement strategy.
The necessity for a deep and ecological restructuring of European industry is
already recognised in the European Green Deal (EC 2019b). What is still mostly
missing are financing mechanisms that go beyond market-based ‘sustainable’



or ‘green’ finance schemes. Gabor (2020) argues that the European Green
Deal's Sustainable Finance agenda is insufficient. To become progressive,
it would need to minimise the possibilities for greenwashing through estab-
lishing a more rigid taxonomy, to climate-align the European Central Bank's
activities and to impose a Green Financial Transaction Tax. Arguably, the ques-
tion of providing sufficient and adequate financial resources is crucial for any
kind of industrial policy, including for more radical concepts geared towards
the social-ecological transformation.

Furthermore, the broader objectives of the European Green Deal and the
EU industrial strategy (EC 2019b, 2020a) need to be translated into concrete
sector-specific transformation plans that not only set emission reduction
targets but also develop a non-market-based mechanism for complying with
them. One option could be to coordinate at a Europe-wide level the reduc-
tion of production in the most environment-harming industrial sectors in line
with the principle of a just transition (similar to the phase-out of the German
coal sector). In this context, both industries with energy-intensive production
processes and industries producing unsustainable final goods (cars) should
be tackled. Special care must be taken not to reinforce the already existing
imbalances and inequalities in the European Union. Finally, trade unions and
associated think tanks as well as research institutions need to be directly
involved in the drafting and implementation of those sector-wide proposals at
the national and EU level.

At the global level (see Figure 7), the mobilisation of workers is most
difficult. However, European working-class organisations could carry on
campaigning for the establishment of transnational company agreements.
They could also fight for global trade and supply chain regulations that favour
weaker actors and create scope for their development. In this context, they
should strongly oppose the free trade agreements being pushed by the
EU, particularly those with countries and blocs in the Global South, such
as the Economic Partnership Agreements with African countries and the
EU-MERCOSUR Agreement with South American countries (the European
automotive industry is a significant driver of the latter, see Eder 2020). In
this context, IndustriAll Europe is only calling for these trade deals to be
better regulated, e.g. by adding a chapter on sustainable development and
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labour rights, but not halted altogether, because it “considers free and
fair trade to be of great importance for European economic and industrial
growth” (IndustriAll Europe 2018: 17). This position is understandable,
as IndustriAll mostly represents workers from export-oriented sectors.
However, heterodox economists have argued for centuries that trade
cannot be ‘free and fair’, but that free trade is a “project of the mighty”
(Hermann 2014; see Chang 2002 for the theoretical foundation). There-
fore, European working-class organisations should struggle against such
trade agreements, even if their European members supposedly benefit
from them. The problem is not merely different environmental and social
standards, but diverging economic power, which leads to the destruction
of industrial capacities in the trading partners’ economies if trade barriers
are eliminated. Transnational solidarity also means caring about the fate of
workers outside Europe, who are seriously harmed by agreements of this
kind (Bieler 2015).




As outlined throughout the text, the establishment of transnational solidarity
is a cross-cutting issue for labour action at all levels discussed above. It
requires a move from social partnership characterised by (crisis) corporatism
to conflict partnership with employers. This new alignment does not exclude
dialogue, but it does not see the employer side as the main ally but workers
in other countries. Thus, to enter into corporatist negotiations is essential,
but if the employer side pushes for an industrial strategy that harms workers
domestically or in other countries, workers should be mobilised to struggle
for different solutions. This will become particularly important in the context
of COVID-19 as and when the employer side tries to shift the costs of the
pandemic onto workers and their families (here and elsewhere). Thus, instead
of committing themselves to the stabilisation of national industrial relations,
labour organisations should strive to build a broad coalition for the social-eco-
logical transformation in the EU.

COALITION FOR THE SOCIAL-ECOLOGICAL
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If we want more than merely a shift to electric individual motor car traffic, i.e.
if the aim is a more comprehensive mobility transition, different actors need
to form a broad coalition (see Figure 8). Labour organisations have to be at the
core of such an alliance, because they are organically linked to the workers
of the affected industries and to the employees in public transport. Further-
more, political parties, NGOs, social movements, critical research and expert
groups, and probably also some capital factions need to become involved.
Those coalitions will take different shapes in each EU country, because the
economic structures and thus the exact fractionation of capital and labour —
and associated potential for class compromises — differ.

Hence, it is the task of every national trade union to think about which actors
should be considered for participation in such a coalition in order to make it
congruent and strong at the same time. Furthermore, a ‘just transition’ strategy
and a progressive industrial strategy must not recognise the given limitations
for labour-friendly policymaking, but they need to stretch the boundaries of
the possible. In this context, “progressive industrial policy can be pivotal in
successively changing the relations of forces through targeted interventions”
(Eder / Schneider 2018: 116; 114-118). At the national level — and even more at
the EU level —, it is crucial to strengthen labour relative to capital interests. This
can only succeed if different actors striving for the social-ecological transfor-
mation mutually support each other.
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