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The crisis hAs GenerATed mAny quesTiOns

In 2008 and 2009 the world faced the most damaging financial and economic crisis in more than 
50 years. The crisis has generated many questions about market functioning, the role of  the 
state and governments in the economy and the contribution of  business to society. Although 
this debate is legitimate, it is important to recognise that the free market economy has brought 
tremendous growth and welfare to Europe’s citizens.

WhO Are We?

BUSINESSEUROPE’s members are 40 central industrial and employers’ federations from 
34 countries, working together to achieve growth and competitiveness in Europe.

BUSINESSEUROPE, the Confederation of  European Business, represents more than
20 million small, medium and large companies.

GOinG bAck TO The fundAmenTAl 
vAlues Of The mArkeT ecOnOmy

The best way to strengthen the economy is to go back to the 
fundamental values of  the market economy:

- reward work and productive investments; 
- encourage reasonable risk-taking;
- ensure transparency on market value;
- protect and develop intellectual property rights;
- identify and provide sanctions for fraud;
- ban distortions of  competition and fight protectionism;
- finance affordable public services and social security.

Implementing these principles is essential for the prosperity 
of  European citizens.

GO fOr GrOWTh shOuld be mOre ThAn A slOGAn

In this document, BUSINESSEUROPE and all its members propose an agenda for the European 
Union in 2010-2014. Go for growth should be more than just a slogan. It should inspire every political 
decision.

Philippe de Buck
Director General

Jürgen R. Thumann
President
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develOpmenT Of cOmpAnies is cenTrAl 

Growth and employment will be achieved if  EU decision-makers put development of  companies 
at the centre of  their policies, if  the Single Market is completely revitalised and if  Europe’s 
position in the world is strengthened. 

When they can operate in a business-friendly environment, companies are successful in 
producing first-class goods and services, in creating jobs, in developing new technologies.
When companies are successful, they create the wealth that is needed to finance public services 
and social security.

The pOsT-crisis WOrld Will be very differenT 

It will not be business as usual in 2010-2014. The post-crisis world will be very different!

- Global economic growth will no longer be mainly driven by developed countries. Emerging 
economies will play an increasingly important role. They will be our partners but also strong 
competitors, even in high value-added products.

- Supporting innovation is absolutely essential because it is the key to economic recovery, the 
motor to revitalise the Single Market and the best way to create new jobs. 

- The fight against climate change will remain at the highest level of  priorities. European 
business has made great efforts to reduce CO2 emissions under the Kyoto protocol rules. It is 
committed to continue doing so. Climate change will not be solved by EU unilateral actions 
and cannot be driven only by rules. If  the European Union wants to lead in the fight against 
climate change, it should put a much greater emphasis on technology. European companies 
have a lot to offer! But much more could be done with appropriate policies to address 
obstacles to innovation, skills shortages, lack of  venture capital, and under-development of  
entrepreneurship.

- More secure access to energy through the diversification of  energy sources and consumption 
efficiency is also indispensable. Nuclear power, renewable energies, carbon capture and 
storage and other new technologies are essential to meet this challenge. 

The Competitiveness Council said it in May 2009: Europe must develop a truly integrated 
industrial policy. This should be the European Commission’s priority. 5 4 3 2 1

5 key
chAllenGes 
fAcinG Our 
ecOnOmies 
And sOcieTies

4 cOndiTiOns 
fOr A
susTAined
recOvery

3 drivers
fOr business
OppOrTuniTies

2 inGredienTs 
fOr bOOsTinG 
emplOymenT

1 inTeGrATed 
pOlicy fOr 
enTrepre-
neurship And 
indusTry

The key TO success is TO ensure ThAT eurOpe:

- meets 5 key challenges facing our economies and societies;
- fulfils 4 conditions for a sustained recovery;
- strengthens 3 drivers for business opportunities;
- develops 2 ingredients for boosting employment,
- implements 1 integrated policy for entrepreneurship and industry.

BUSINESSEUROPE counts on the EU institutions to implement this agenda for sustainable 
growth. Companies for their part bring their contribution to achieve a dynamic and innovative 
resource-efficient economy.
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1. GeT OuT Of The crisis

Although the recession may be drawing to a close, dramatic economic figures highlight the 
challenges ahead. By the end of  2010, unemployment will increase to 10 % and private investment 
will decline by around 15 % from its 2008 level. Public debt will reach 80 % of  the European 
Union’s GDP and public deficits 7 %. Now is the time for policy-makers to commit to reforms. 

Companies need access to affordable financing to start investing again. Weak bank balance sheets 
and a dramatic re-assessment of  credit risks create a major constraint for the recovery. In addition, 
the poor state of  public finances and rising public debt is putting pressure on long-term interest 
rates, with the effect of  crowding out private investment. 

Stabilising financial markets, returning to sound public finances, speeding up structural reforms and 
keeping markets open is indispensable if  we want to have a sustained economic recovery.

Chart 1          Budgetary balance as % of Gdp
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1. GeT OuT OF
THe CRisis

‘Europe has to meet its challenges today 
to play at its full strength in the future’

2. TACkle
demOGRApHiC

AGeinG

3. FiGHT
ClimATe CHAnGe

4. ensuRe ACCess
TO eneRGy And
RAW mATeRiAls 

5. sTRenGTHen
euROpe’s ROle in

THe GlOBAl eCOnOmy

Five key CHAllenGes

AuStriAn MeMBer of BuSineSSeurope

BeLgiAn MeMBer of BuSineSSeurope
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2. TAckle demOGrAphic AGeinG

The economic upswing will not last if  companies lack a sufficiently qualified workforce. As the 
European population ages, it creates a demand for new products and services in Europe. But from 
2010, it will also result in a decline of  the working-age population, with a loss of  over 3 million 
potential workers by 2020 and over 50 million by 2060. If  the EU continues to ignore this trend, it 
will not only undermine its social protection systems, but also lose business opportunities and the 
related jobs and growth.

3. fiGhT climATe chAnGe

Fighting climate change requires a variety of  innovative products and services, as well as significant 
changes in production and consumption patterns. Between 1990 and 2005, the EU energy-
producing sector reduced its green house emissions by 11 % and manufacturing industry by 13 %. 
These sectors will further reduce their emissions by at least 21 % by 2020 through the EU emissions 
trading scheme. 

However, EU energy producers and industry account for only 6.5 % of  global emissions. Society at 
large must contribute and all countries must make their fair share of  efforts.

Europe is already suffering from a deficit in the provision of  scientific and technological skills. 
Ageing will exacerbate the mismatch between people’s skills and those that are needed in labour 
markets. We face massive competition in the global race to grow, attract and retain talents. 
Highly-qualified third-country workers only make up 1.72 % of  total of  the employed population 
in the EU, compared with 9.9 % in Australia, 7.3 % in Canada, 3.2 % in the US and 5.3 % in 
Switzerland. At the same time, around 400,000 Europeans with scientific skills live and work in 
the United States.

Increasing the supply of  skilled workers and adapting labour markets and social protection 
systems to demographic ageing is essential if  we want to boost employment in Europe.
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2005: CO2 emissions (million tonnes)
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2050: greenhouse gas emissions allowed under 2 tonnes/capita scenario (million tonnes)

Chart 3           Current and future greenhouse gas emissions in the world

Chart 2           The eu’s demographic challenge
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Climate change is also an opportunity. The global market for low-carbon and environmental goods 
and services is projected to grow to over €4.8 trillion by 2015. European industry is a world leader 
in low-carbon and eco-efficient technologies. Through continuous product innovation, it helps 
others to reduce emissions in Europe and around the world. However, green technology cannot 
be the only engine of  European growth. To develop a broad range of  innovative products and 
services, we need to address the weaknesses in Europe’s innovative capacity. 

A global effort in the fight against climate change and enhancing Europe’s overall capacity 
to innovate is indispensable if  we want to reduce global greenhouse gas emissions without 
jeopardising growth in the European Union.

4. ensure Access TO enerGy And rAW mATeriAls

The EU is dependent on imports for most raw materials and is the largest importer of  gas and oil. 
As world consumption increases due to growth in emerging markets, pressure on raw materials 
is mounting. Accessible oil reserves are shrinking, gas supplies can be uncertain and export 
restrictions on raw materials are on the rise. These factors could undermine the EU’s future growth.

More secure access to energy through the diversification of  energy sources and consumption 
efficiency is desirable for environmental as well as economic reasons. Renewable energies, 
nuclear power, carbon capture and storage and other new technologies are essential to meet 

the challenges of  security of  supply and climate change. Establishing a comprehensive and 
competitive European internal market for gas and electricity is another critical factor for reaching 
these goals.

Access to raw materials is crucial for producing technologically sophisticated products. If  Europe 
wants to develop a wide range of  innovative products in green technology and clean production, 
fair and undistorted access to raw materials from global markets must be ensured. Effective 
implementation of  the EU’s Raw Materials Initiative, notably through trade negotiations and 
enforcement of  WTO rules, should be at the forefront of  Europe’s policy. 

5. sTrenGThen eurOpe’s rOle in The GlObAl ecOnOmy

Europe is the world‘s largest exporter of  manufactured goods and services and Europe’s prosperity 
depends to a large extent on trade, which accounts for 15 % of  its GDP. Exports will be even more 
important in the future since growth is increasingly taking place outside Europe. Average GDP 
growth in 1980-2008 reached 2.2 % in the European Union, 2.3 % in Japan, 2.9 % in the United 
States compared with 6.3 % in newly industrialised economies and 7.4 % in developing Asia.

Europe’s economic strength at home depends on its competitiveness in the world. We should 
therefore not be complacent about our performance in the global economy. As emerging 
economies increase their share of  world trade, Europe’s share is declining. It is estimated that by 
2025, the EU will no longer be the world’s first exporter. Europe is also underperforming in the 
export of  high-tech products, where it is losing market share even faster than in other product 
categories. It is also worrying that the EU has suffered significant losses on some important 
markets, such as India and Russia. 

Chart 4           Rising oil prices
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Chart 5           Real Gdp growth: Gap with emerging countries widening in post-crisis period
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1. sTAbilise finAnciAl mArkeTs

Shortcomings in the world financial system must be fixed to avoid a repetition of  pre-crisis 
excesses. Financial innovation is as important as technical innovation to foster economic growth. 
It must therefore be preserved. However, to secure responsible growth, the quality of  financial 
products needs to be verified. Deficiencies in quality control were an important factor in the crisis. 
They need to be addressed through appropriate and proportionate regulation. Financial markets 
should be regulated in a smart way, so that productive investment and entrepreneurship are not 
stifled but encouraged.

Financial supervision needs to be improved to identify the emergence of  systemic risk in good 
times. But effective cross-border supervision also requires further thinking on burden-sharing 
and bank resolution systems in the European and global context, as well as on the need to secure 
affordable access to financing for companies. 

There is a real the risk of  over-regulation of  the financial sector in the aftermath of  the crisis. 
Policy-makers are discussing a multitude of  new capital requirements to be imposed on financial 
institutions. All proposals have their individual merits but their combined effect on the availability 
of  credit, especially for SMEs, has not been properly assessed. Capital ratios, if  they are not well 
conceived, could substantially harm growth prospects on our continent.
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Chart 6           euro-area bank loans

Source: ECB

1. sTABilise
FinAnCiAl
mARkeTs

2. ReTuRn TO sOund
puBliC FinAnCes

3. speed up
sTRuCTuRAl

ReFORms

4. keep
mARkeTs Open

FOuR COndiTiOns
FOR ReCOveRy

‘The EU now has a unique opportunity to set 
the course for a coherent growth strategy’ 

frenCh MeMBer of BuSineSSeurope

gerMAn MeMBer of BuSineSSeurope



14

2. reTurn TO sOund public finAnces

After the economic crisis of  the 1970s, many European countries experienced the dampening 
effects of  excessive public deficits on growth and employment. The current fragile recovery cannot 
be transformed into sustained growth if  excessive debt is simply shifted from the private to the 
public sector. 

15

Restoring confidence in public finances requires clear commitments on when and how to 
consolidate public finances. If  the recovery lasts, the consolidation should start no later than 
2011. But the nature of  consolidation measures is equally important. Higher taxation, particularly 
on labour and capital, will damage growth and job prospects. The priority must be to reduce 
public spending and rebuild the tax base through growth-enhancing reforms. 

The Stability and Growth Pact remains the appropriate framework to coordinate a return to 
sound public finances. Greater focus on debt sustainability and structural reforms will be key to 
combine growth and fiscal consolidation in the years ahead.

In order to become a vehicle for economic growth, the EU budget should be reshaped. Today, 
40 % is spent on the common agricultural policy and rural development compared with 8 % only 
on competitiveness-related projects. The strategic choices of  the EU to improve competitiveness 
must be better reflected in its budget. 

3. speed up sTrucTurAl refOrms

Structural reforms are a precondition for a lasting return to growth, enhanced job creation and 
healthier public finances. The economic downturn slowed down the progress of  reform. Only 
reforms to adapt education and training systems moved forward. Governments are not sufficiently 
tackling those areas that entail more difficult reforms such as improving business regulation, 
increasing labour market flexibility, safeguarding the financial sustainability of  social security 
systems and delivering sound medium-term budgetary objectives. 

We expect structural reforms to be speeded up. The Commission should be vigilant in its 
monitoring and evaluation of  these reforms and help reinstate a true benchmarking and peer-
review culture among Member States. The experience of  some member states, such as Poland, 
shows that structural reforms can play as important a role as financial stimulus packages to soften 
the effects of  the crisis. 

Speeding up reforms is also necessary to increase the benefits of  the Euro. Current and 
prospective members of  the Euro zone will need to strengthen their collective responsibility 
and individual commitments to structural reforms, fiscal discipline, sustainable competitiveness 
and strong representation at the international level. Reinforced governance of  the Euro area will 
help to foster deeper market integration in the wider EU and an enhanced role of  the Euro as an 
anchor of  global economic and financial stability. 
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Chart 7         Government debt and budgetary balance

Source: DG ECFIN (AMECO Database)

Chart 8         Recent reform progress in key priority areas for 2009

Source: BUSINESSEUROPE Reform Barometer Survey

For the complete Reform Barometer, go to www.businesseurope.eu.
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key pOlicy recOmmendATiOns 

> puT in plAce SMArt finAnCiAL reguLAtion on finAnCiAL 
SuperviSion And BAnKS’ CApitAL requireMentS ruLeS to Avoid 
unneCeSSAry negAtive effeCtS for groWth And eMpLoyMent.

> AGree on An exit StrAtegy froM exCeSS puBLiC deBt And defiCitS 
in the Context of the groWth And StABiLity pACt.

> mOniTOr And evAluATe StruCturAL reforMS in the Context of 
the europeAn groWth And JoBS StrAtegy.

> reshApe the eu Budget to inCreASe the ShAre of 
CoMpetitiveneSS-reLAted expenditure SuCh AS reSeArCh And 
innovAtion, infrAStruCture or eduCAtion.

> keep mArkeTs Open through BiLAterAL diALogueS, trAde 
negotiAtionS And enforCeMent of trAde ruLeS.

4. keep mArkeTs Open

The economic crisis has triggered a 9 % decline in global trade in 2009 and created pressure for 
protectionist measures. Although the worst-case scenario of  full blown protectionism has been 
avoided, more than 220 potentially trade-restrictive measures have been taken, affecting up to 
5.2 % of  EU exports. Subsidies and restrictions in government procurement are areas of  particular 
concern. 

As the world’s largest exporter, Europe has a lot to lose from protectionism. To keep markets open, 
the EU should continue to monitor protectionist measures, especially since high unemployment 
and budget deficits can increase pressure for trade restrictive measures. Europe should also 
convince its trading partners to abandon protectionist measures such as export taxes and “buy 
China” or “buy America” provisions. The EU should also take appropriate enforcement measures 
when there are violations of  WTO or other international trade agreements.

Regulatory divergences can also undermine trade and investment. The EU should use its bilateral 
dialogues, in particular with the USA, to prevent damaging divergences in, for example, financial 
sector regulation. Last but not least, a successful conclusion of  the Doha Round would restore 
confidence in open markets and accelerate world recovery. 
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Chart 9           decline in global trade

Source: BUSINESSEUROPE and CPB Netherlands Bureau for Economic Policy Analysis 
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1. reviTAlise The sinGle mArkeT

The creation of  the EU Single Market has translated into numerous benefits. Like all markets, the 
Single Market requires constant adjustment. It is still affected by obstacles to free movement of  
people, goods, capital and services and regularly tested by protectionist reflexes, especially in times 
of  economic downturn. Raising companies and citizens awareness of  the advantages created by the 
Single Market should be a priority of  the new European Commission. BUSINESSEUROPE and its 
member federations are ready to use their own network to help reach out to SMEs across Europe. 

Monitoring the transposition of  the services directive and the mutual evaluation 
process envisaged in 2010 is another key task. Avoiding the creation of  new constraints 
to the cross-border provision of  services is also essential. For example, revising the 
posting of  workers directive is unnecessary. The existing rules imposing the application 
by cross-border service providers of  core national labour rules of  the host country 
prevent unfair competition. Weaknesses in practical implementation must be addressed 
in the Member States where they occur.

fOr cOnsumers / lower prices, higher quality and wider choice
- For instance, price of  national phone calls dropped 71 % 

between 1997 ans 2005. EU health and safety consumer 
legislation is among the most stringent in the world.

fOr All / economic well-being
- Between 1992-2006, the EU has had 

an extra estimated gain of  2,2 % in its 
GDP and 2,75 million extra new jobs.

fOr ciTiZens / mobility
- European citizens have the right to live, 

work, study or retire in any EU country.
- More than 5 million people now work 

in an EU country other than their own, 
and 1,5 million Erasmus students have 
moved across Europe.

fOr cOmpAnies / new business opportunities
- Easier access to other markets within the EU is available for 

companies of  all sizes.
- Trade integration has increased: intra-EU trade relative to GDP 

has risen by 30 % since 1992.
- Cross-border investments have also increased: the share of  total 

Foreign Direct Investment inflows in EU15 originating from 
other EU15 countries rose from 53 % in 1995 to 78 % in 2005.

benefits for more than 500 million
citizens and 20 million companies

Chart 10           Benefits of the single market

1. ReviTAlise THe
sinGle mARkeT 2. puT in plACe

An AmBiTiOus
inTeRnATiOnAl
TRAde pOliCy

3. suppORT innOvATiOn,
ReseARCH And eduCATiOn

‘Strengthening Europe’s competitiveness 
is vital for sustained economic revival’

THRee dRiveRs OF
Business OppORTuniTies

LithuAniAn MeMBer of BuSineSSeurope

LuxeMBourg MeMBer of BuSineSSeurope
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Prices of  goods are still affected by redundant product conformity assessment in different EU 
countries. Their total cost ranges from 2 % to 15 % of  enterprises’ entire annual turnover. Correct 
application of  the mutual recognition principle and a common framework for accreditation and 
market surveillance must be effective in 2010. Efforts to remove remaining barriers should focus on 
six strategic sectors: energy, transport, telecommunications, financial services, public procurement 
and restrictions on entry of  citizens from new Member States. The EU should set itself  the target 
of  completing the digital Single Market by 2015. 

Implementing the better regulation programme is also essential to improve the efficiency of  
the Single Market. A fast-track procedure is needed if  we want to deliver the target of  reducing 
administrative burdens by 25 % in 2012 and benefit from the related growth increase estimated at 
1.5 % of  EU GDP. This 25 % reduction should be a net target. To ensure that new legislation does 
not subsequently cancel out achieved reductions, new rules must go through systematic impact 
assessment.

2. puT in plAce An AmbiTiOus inTernATiOnAl TrAde pOlicy

Multilateral and bilateral trade negotiations must focus on broad-based market access for trade and 
investment in key markets and improved global rules. A strong link between trade policy and overall 
EU competitiveness policy is needed. In an increasingly globalised world it is vital that the EU 
policies contribute to strengthening the EU’s international competitiveness. 

While firmly committed to concluding the WTO Doha Round, bilateral free-trade agreements are 
essential to increase market access for European companies in fast-growing markets like South 
Korea, India and South East Asian countries. The EU must strongly promote its export and 
investment interests in these negotiations in close cooperation with European business.

EU-US economic relations should be further strengthened. The Transatlantic Economic Council 
(TEC) should take a leading role in facilitating coordination between the US and the EU on 
combating the global recession and financial crisis as well as decisive steps towards creating a 
barrier-free transatlantic market. 

Trade negotiations will prove meaningless without a strong EU enforcement policy to ensure that 
trade partners live up to their commitments. Europe’s market access strategy should focus more 
specifically on barriers in leading emerging markets, including Russia, China, India and Brazil. 
It should also take a firmer line against countries which do not respect their international trade 
commitments. 

Trade can only be a driver for business opportunities when strong and effective protection of  
intellectual property rights and fair and undistorted access to raw materials are ensured. Regulatory 
dialogues with key trading partners, in particular the US, should therefore be a key component of  
the EU’s trade policy.

3. suppOrT innOvATiOn, reseArch And educATiOn

Betting on education, research and innovation is undoubtedly the right strategy for Europe. 
Innovation is key if  we want to meet the challenges linked to climate change, the ageing 
population or energy security. It has also been at the heart of  our competitiveness strategy since 
2000. However, with an average of  1.8 % of  R&D expenditure as a percentage of  GDP in 2007 
compared with 2.7 % in the US and more than 3 % in Japan or South Korea, aggregate R&D 
spending in Europe lags significantly behind competitors. Moreover, the average share of  
people with tertiary education for 25-64 years old is only 23 % compared with 40 % for 
Japan and 39 % in the US. Europe has many universities but only two (Cambridge and 
Oxford) in the top ten of  the Shanghai ranking. Moreover, with only 16 % of  world 
patents registered by the EU compared with 35 % by the US or 18 % by Japan, it 
could also do much better in turning knowledge into business. 
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Chart 11          emerging economies drive eu export growth

Source: Eurostat

MALteSe MeMBer of BuSineSSeurope

Montenegrin MeMBer of BuSineSSeurope

norWegiAn MeMBer of BuSineSSeurope

poLiSh MeMBer of BuSineSSeurope



22 23

Many actions to improve education, research and innovation are a national competence. 
However, the European Union offers many possibilities to create mutually beneficial cross-
border cooperation between Member States. The Erasmus programme and Bologna process 
have stimulated the mobility of  students and knowledge. They have also acted as a catalyst for 
modernisation of  European universities. 

The European Institute of  Innovation and Technology is a promising tool for strengthening 
links between education, research and innovation. Another good example of  policy integration 
is the new industrial policy developed by the EU since 2004, with a combination of  cross-cutting 
policies and sectoral initiatives. However, cross-border cooperation on research and education 
is still lagging behind. The European Research Area strategy was launched in 2000. In 2009, the 
effective governance system needed to implement it is still missing. 

Investment in R&D and innovation can be supported through national tax incentives as long 
as they respect EU state aid rules. Improving access to specialised finance like venture capital 
(currently at one third of  the level in the USA) is also essential. Developing private-public 
innovation partnerships and increasing public investment, notably by stepping up the share of  
R&D and innovation expenditure in the EU budget for 2010-2014, would also be helpful.

Market demand for new products and services is a key factor influencing innovation investment. 
The EU “Lead Markets Initiative” is a step in the right direction. However, progress in 
implementation should be speeded up. 

Ensuring cost-effective protection of  intellectual property rights is also essential. The EU should 
adopt a comprehensive intellectual property strategy for 2010-2014 covering both industrial 
property and copyright issues.

key pOlicy recOmmendATiOns 

> mOniTOr the trAnSpoSition of the ServiCeS direCtive And the 
MutuAL evALuAtion proCeSS in 2010.

> ensure thAt the neW LegiSLAtive frAMeWorK for goodS iS fuLLy 
iMpLeMented And reSpeCted When reviSing exiSting direCtiveS And 
in future produCt LegiSLAtion.

> implemenT the Better reguLAtion progrAMMe And CArry out 
SySteMAtiC iMpACtS ASSeSSMentS.

> ObTAin neW MArKet ACCeSS through MuLtiLAterAL And BiLAterAL 
trAde negotiAtionS And MAKe Sure thAt trAding pArtnerS Live up 
to their CoMMitMentS.

> sTrenGThen reguLAtory diALogueS With Key trAding pArtnerS,
in pArtiCuLAr the uS, to prevent And reMove BArrierS to trAde.

> develOp More privAte-puBLiC pArtnerShipS for innovAtion, 
puBLiC ServiCeS And infrAStruCture.

> increAse puBLiC inveStMent in innovAtion And Spport 
inveStMent in r&d And innovAtion through nAtionAL tAx inCentiveS 
And ACCeSS to SpeCiALiSed finAnCe.

> increAse CroSS-Border CooperAtion on reSeArCh And 
eduCAtion, notABLy through the europeAn inStitute of innovAtion 
And teChnoLogy.

>
R&d expenditure (% GDP)             % world patents             % with tertiary education

Chart 12           europe’s innovation challenge
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1. prOmOTe jOb creATiOn

After a period of  marked improvement, the outlook for employment has become bleak. More than 
15 million new jobs were created in the EU between 2004 and 2008 but more than 7 million jobs 
could be lost in 2009-2010. Solid reforms are needed to ensure that employment growth goes hand 
in hand with higher productivity. 

Stabilising financial markets, returning to sound public finances, speeding up structural reforms, 
revitalising the Single Market, pursuing an ambitious international trade policy and supporting 
innovation and entrepreneurship is the best way to enhance job creation. But modernising 
national social systems is also part of  the answer. Although this falls largely under national 
competence, the EU has a role to play in monitoring the progress made.

Implementing the agreed EU principles on flexicurity is more important than ever. Having 
flexible and reliable contractual arrangements, effective active labour market policies, 
comprehensive lifelong learning strategies, and modern social security systems is essential to find 
the way back to employment growth. At the same time, Member States must be encouraged to 
contain labour costs in order to increase labour demand.

In a joint analysis of  the challenges facing European labour markets published in 2007, the 
European social partners called upon Member States to strengthen efforts to implement 
flexicurity measures. It also important to ensure that these national efforts are not subsequently 
undermined by unnecessary constraints in new EU social legislation.
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Chart 13           labour productivity in europe compared with eu27 average

Source: Eurostat

1. pROmOTe
JOB CReATiOn

2. inCReAse THe 
supply OF skilled 

WORkeRs

‘Flexicurity is widely accepted solution to labour market
problems – why are we waiting to follow that route?’

TWO inGRedienTs FOR
BOOsTinG emplOymenT
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2. increAse The supply Of skilled WOrkers

The paradox of  Europe’s labour markets is that rising unemployment co-exists with unfilled 
vacancies due to labour shortages. Demographic ageing will reinforce this problem. Addressing the 
skills mismatch and preparing to deal with the consequences of  an ageing and shrinking workforce is 
indispensable for a sustained recovery. Europe must upgrade and update the skills of  the European 
population, increase labour market participation, encourage mobility and put in place sound 
immigration policies if  it does not want to be faced with structural labour and skills shortages.

Upgrading education and training systems, investing more and better in people and implementing 
effective lifelong learning measures to adapt skills to changing needs is a central element of  the 
European strategy for building competitiveness through innovation. Associating entrepreneurs more 
closely in the definition of  university curricula and involving social partners when drawing up and 
implementing EU tools to facilitate mobility such as National Qualifications Frameworks is also part 
of  the answer. 

The shortage in science and technology requires particular attention if  Europe wants to compete on 
innovation and technology. Current estimates indicate that the EU lacks 20 million skilled workers. 
The situation is particularly acute for some sectors, such as the ICT sector which expects a shortage 
of  300,000 highly qualified employees by 2010. Most of  the actions to increase the supply of  science 
and technology graduates are a national competence. However, launching a European industrial 
doctorate supported through grants from the EU Marie Curie fellowship is part of  the solution.

Low participation of  older workers is another major component of  the inefficient use of  available 
labour. The European Union must encourage Member States to reform pension systems and remove 
incentives for early exit from the labour market in order to increase the employment rate of  older 
workers, which stood at 45.6 % in 2008, if  it wants to preserve the main features of  its social systems. 

Legal economic migration can help to alleviate immediate labour shortages facing Europe. The EU 
framework on conditions for admission of  third-country nationals must be sufficiently flexible and 
respect national competences in order to ensure that the decisions taken correspond to real labour 
market needs. Europe needs to improve its general record in attracting qualified migrants. The EU 
Blue Card proposal is a step in the right direction to ensure this. 

key pOlicy recOmmendATiOns 

> implemenT the prinCipLeS of fLexiCurity.

> encOurAGe MeMBer StAteS to ContAin LABour CoStS.

> upGrAde eduCAtion And trAining SySteMS And iMpLeMent 
effeCtive LifeLong LeArning MeASureS.

> encOurAGe MeMBer StAteS to ModerniSe SoCiAL SeCurity SySteMS 
And reMove inCentiveS to eArLy exit froM the LABour MArKet.

> imprOve europe’S reCord in AttrACting quALified MigrAntS.
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Chart 14           employment shares by qualification eu-25 (1996-2020) 
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enTrepreneurship And indusTry Are The enGine Of GrOWTh

Companies are a key engine of  growth, wealth and job creation. Achieving social and 
environmental goals largely depends of  their success. However, Europe must improve its record in 
this field. The average percentage share of  the EU population aged 18-64 involved in a start-up in 
2007-2008 was 5.1 % compared with 10.2 % in the US or 10 % in South Korea.

Encouraging entrepreneurship requires simplifying Europe’s regulatory framework and ensuring 
that new legislation avoids imposing unnecessary administrative, financial and legal constraints that 
hamper Europe’s entrepreneurial potential. The Small Business Act must be rapidly and effectively 
implemented across Europe and the “think small first” principle fully anchored at all stages of  the 
policy-making process and all levels of  government. 

The European Private Company statute should be adopted swiftly by the Council as it would 
considerably facilitate cross-border operations of  small and medium-sized enterprises. Systematic 
integration of  entrepreneurship education into school and university curricula would contribute to 
stimulating a more entrepreneurial mindset in Europe.

The eu needs An inTeGrATed indusTriAl pOlicy

Even if  70 % of  EU jobs are in service activities, industry plays a strategic role in fostering 
economic growth. Manufacturing provides a fifth of  EU GDP and provides three quarters of  
EU exports. Over 80 % of  EU private sector research and development expenditures are provided 
by industry. Manufacturing firms are also key clients of  many services activities. Many of  the 
services jobs in the EU would be lost without a strong industrial base. Developing an integrated 
EU industrial policy is a key priority of  EU entrepreneurship policy.

Agriculture
industry
services

Chart 15         Contribution to eu27 Gdp in 2008

Source: Eurostat

‘Entrepreneurship and industry are the engine of  growth’ 

One inTeGRATed pOliCy 
FOR enTRepReneuRsHip 
And indusTRy

GO FOR GROWTH
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Implementing an integrated EU industrial policy does not mean picking winners or subsidising 
uncompetitive firms or sectors. The conclusions of  the EU Council meeting in May 2009 on the need 
for an integrated EU industrial policy acknowledges that allowing European companies to make their 
full contribution requires:

- favourable, stable and predictable framework conditions promoting excellence, innovation and 
sustainability, conditions in which businesses can operate and invest;

- that all policy measures at national and European level must respect better-regulation and internal-
market principles and reflect an integrated approach for dealing with the competitiveness, energy 
and environmental issues;

- that compliance with new requirements should not cause excessive costs to businesses in all policy 
areas. Otherwise, such costs could lead to “production leakage”;

- that the volume, effectiveness and the efficiency of  public investment in research and development 
(R&D) and in innovation should be increased;

- the launch of  sectoral initiatives for implementing the above horizontal principles.

The EU institutions must fully implement the policy guidelines defined by the Competitiveness Council.

key pOlicy recOmmendATiOns 

> simplify europe’S reguLAtory frAMeWorK to enCourAge 
entrepreneurShip.

> implemenT the SMALL BuSineSS ACt rApidLy And effeCtiveLy.

> inTeGrATe entrepreneurShip eduCAtion into SChooL And 
univerSity CurriCuLA.

> ensure thAt poLiCy MeASureS reSpeCt Better-reguLAtion And 
internAL-MArKet prinCipLeS.

> implemenT An integrAted eu induStriAL poLiCy BASed on StABLe 
frAMeWorK ConditionS, And Better reguLAtion.

>
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