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1. Introduction

In this sociological and economic policy paper, we start out from the as-
sumption of the Commission Background paper (ECOFIN (2007), which 
states on page 26:

”Regarding redistribution, effectiveness of social spending can be defi-
ned by the degree to which the realized allocation approaches the socially 
desired outcome. For example, a social objective could be to reduce the 
risk of poverty (defined by some income threshold). If the market alloca-
tion without government intervention leaves 30% of the population at risk 
of poverty, effectiveness is measured by the extent to which government 
intervention reduces the poverty risk. Efficiency can be defined by the 
amount of foregone resources by moving towards the desired allocation. 
Social spending is more efficient if less resources are used for a given 
change, or if, for a given level of foregone resources, the economy moves 
closer to the desired allocation.“

We are well aware of the fact that the issues at stake have many re-
percussions for overall European policy performance, especially the so-
called Lisbon performance. For Aiginger (2008), the European model is 
no barrier to competitiveness, if it is reformed in the direction of fostering 
change and growth, improving incentives and qualifications. This is de-
monstrated in Aiginger (2008) specifically by the Scandinavian countries, 
which now combine–after several crises, devaluations, unsuccessful fis-
cal consolidation–rapid growth, full employment, with a comprehensive 
welfare system and a high priority for ecological concerns and fairness. 

The successful countries had, Aiginger maintains, to undergo substan-
tial changes to be able to adapt their specific version of the European 
Socio-economic Model to the challenges of globalization. 

For Aiginger, the strategy rested on five pillars: 
1. managed and balanced flexibility, 
2. making work pay and training an obligation, 
3. fiscal prudence plus quality of government, 


