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FROM MEMBERS OF THE REFLECTION
GROUP TO THE EUROPEAN COUNCIL

ear President and Members of the European Council,

We have the honour of submitting the report requested by the European Council,
at its meeting in Brussels on 14 December 2007, on the challenges that are likely to
face the EU in 2030 and how we might address them.

This Report reflects the work of a diverse group of individuals with diverse priori-
ties and interests. It is the outcome of lengthy debates and discussions, and as such
it represents both consensus and compromise. Not all the proposals have every
Member's support, but every Member supports the majority of its contents.

The uncertainty which characterises our times has made the task entrusted to us
particularly difficult. We were forced to base our analysis only on those long-term
trends that are easier to discern.

Our findings are reassuring neither to the Union nor to our citizens: a global
economic crisis; States coming to the rescue of banks; ageing populations threat-
ening the competitiveness of our economies and the sustainability of our social
models; downward pressure on costs and wages; the challenges of climate change
and increasing energy dependence; and the Eastward shift in the global distribution
of production and savings. And on top of this, the threats of terrorism, organised
crime and the proliferation of weapons of mass destruction hang over us.

Will the EU be able to maintain and increase its level of prosperity in this
changing world Will it be able to promote and defend Europe s values
and interests

Our answer is positive. The EU can be an agent of change in the world, a
trend-setter, and not just a passive witness. But this will only be possible if
we work together; the challenges ahead are too large for any European country to
address on their own. Our ability to influence developments beyond our borders
will in turn depend on our capacity to secure solid growth and internal cohesion
within the Union. This is the conclusion reached by our Reflection Group, following
intensive deliberations and consultations with numerous experts and institutions.

All our members agree on one fundamental issue: Europe is currently at a turn-
ing point in its history. We will only overcome the challenges which lie
ahead if all of us - politicians, citizens, employers and employees - are able
to pull together with a new common purpose defined by the needs of the
current age.



Since our group was established, Europe has seen a number of important develop-
ments, including the institutional crisis caused by the rejection of the Lisbon Treaty,
and the recent financial crisis which has triggered a global recession.

The successful ratification of the Lisbon Treaty allowed us to end a long period of
introspection which had distracted the Union from the major challenges affecting
our future.

Unfortunately, the financial crisis, which was the result of shortcomings in the
functioning and supervision of our financial institutions, is still with us today. The
situation within the Union, and therefore our own reflections, have been deeply
affected by the social, economic and political ramifications of the crisis. At this
crucial juncture, the EU needs to act decisively and together in avoiding
protectionist temptations.

This crisis, whose origins lie on the other side of the Atlantic, has affected Europe
more than any other region of the world by uncovering structural weaknesses in
the European economy that have long been diagnosed but too often ignored.

The crisis has therefore acted as a wake-up call for Europe to respond to the chang-
ing global order. As with all transformations, the emerging order will result in new
winners and losers. If Europe does not want to be among the losers, it needs to
look outwards and embark on an ambitious long-term reform programme for the
next twenty years.

EU leaders must continue adopting measures to overcome the current crisis
but these must be connected to the medium and long-term reforms which
the Union needs. We speak of the Union because of our Single Market, because
of our common currency and our stability and growth pact which mean we are
interdependent. Europeans must tackle the crisis together, or each see our respec-
tive initiatives fail.

In order to exit fully from the crisis, we must continue the stimulus measures until
our economies can function on their own. If spending is cut too early, our recov-
ery could slip into reverse. Our top priority must remain creating jobs and growth.
And those Member States that can no longer afford to spend, due to costly rescue
operations, rising social expenditure and declining sources of revenue, will have to
rely on the EU and other Member States to take the lead in setting up the condi-
tions for economic recovery.



Strengthening economic governance in the EU is urgently needed if we are to
avoid the asymmetric shocks which derive from the co-existence of our monetary
union and single market with divergent economic policies. The origins of the crisis
had little to do with the Euro and Stability and Growth Pact, but these mechanisms
have not been sufficient to ensure economic convergence during the crisis. The

EU needs to find solutions to the existing imbalances between Member States, by
examining and correcting the losses in competitiveness reflected in balance
of payments and current account deficits. These issues need to be included in
the Union's convergence criteria and an instrument for ensuring monetary stability
is needed to confront unforeseen crises.

f the EU is to avoid a repeat of the crisis, it must urgently undertake
reforms to the functioning and supervision of our financial institutions.
Today, these financial institutions have changed few of the practices which led to
the crisis, except to significantly reduce their lending. It would be desirable for these
reforms to be coordinated among the G20, but until this happens, the EU must
develop its own regulatory norms and mechanisms for control and supervision.

Our citizens will simply not tolerate another rescue operation on the scale we have
witnessed.

Looking to the 2030 horizon, Europeans will need a highly competitive and
sustainable social market economy in order to maintain social cohesion
and fight against climate change.

This will require an ambitious reform programme with clear priorities and much
more effective enforcement mechanisms than the Open Method of Coordination
can provide. In this context, we assume that the Commission’s new Europe2020
strategy will form part of this major endeavour.

The EU must therefore implement without further delay the structural reforms

that are still pending from the Lisbon Agenda. This will require reforming the new
strategy’s implementation mechanisms, by means of a more effective system of
incentives, to ensure that the objectives decided by the European Council and other
European institutions are actually met.

Human capital is the key strategic instrument for ensuring success in the
global economy. And yet, Europe has lost considerable ground in the race to a
knowledge economy. Catching up will require a coordinated effort. Member States
must mobilise the resources they agreed to invest in R&D, with the help of the
private sector, and reform all aspects of education, including professional training.
The Union must also act through its own revised budgetary instruments, while



making better use of the European Investment Bank and the European Investment
Fund. Finally, we need to consider the possibility of opening up new sources of
revenue, for instance through the imposition of a carbon tax.

The EU needs to implement a common energy policy with both internal and
external dimensions that will allow us to achieve greater energy efficiency and
savings of the kind advocated in the Europe2020 strategy, and diversify our energy
supplies from third countries. Europeans also need to embark on a serious discus-
sion about the need for safe nuclear energy in Europe, and to define the contours
of a permanent system of incentives for the development of alternative energy
sources.

The EU must continue leading the fight against climate change. Yet, in order
to be more effective and relevant in the emerging world order it must avoid repeat-
ing the mistakes we made in Copenhagen. It will be necessary to develop a truly
common negotiation strategy which would allow us to defend our interests better.

Europeans must tackle our demographic challenge. If urgent measures are not
taken, our ageing societies will put unsustainable pressure on our pension, health
and welfare systems, and undermine our economic competitiveness. Priority meas-
ures must include increasing the proportion of women in the workforce; facilitating
a better work-life balance; reforming our approach to retirement, so that it is seen
as a right and not an obligation; and developing a more pro-active immigration
policy suited to our demographic and labour market needs.

The EU must strengthen the Single Market against temptations of
economic nationalism and complete it to include services, the digital society
and other sectors, which are likely to become the main drivers of growth and job
creation in a market of 500 million users and consumers. The strengthening and
completion of the Single Market should be accompanied by improved ta
coordination.

Europeans must reform the labour market and modernise our corporate
governance practices. If we are to fully realise the potential of the technological
revolution, we must make major changes to our labour market structures. Some
Member States have already implemented successful reforms based on the model
of flexicurity; we have to learn from these experiences while adapting them to our
different national circumstances. We must increase the employability of our workers
and the flexibility of our companies in an economy that is in constant flux. Improv-
ing labour productivity must become a priority, and productivity gains must be
made directly proportionate to levels of income.



Addressing these challenges will not re uire changes to the Treaty. Nor,

in accordance with our mandate, does the report rigorously distinguish
between the different levels of power or at what level action has to

be taken. We are not concerned about who should act, but rather which is the
right course of action to take, and without further delay. This also means that it is
urgent to assess existing budgetary levels and priorities, including both the funding
earmarked by the Union and that assigned by the Member States in pursuit of priori-
ties agreed at EU level. When ambitious objectives are pursued with limited resources
and weak implementation mechanisms, we have a recipe for disappointment.

If the EU is to achieve its goals, the European Council and the Eurogroup will
need to strengthen their leadership role, in coordination with the Commis-
sion and the European Parliament.

As we embark on these reforms, we must take full advantage of the new tools
contained in the Treaty of Lisbon to develop greater citizen participation in the
Union; an effective internal and external security policy; more solid relationships
with our neighbours; and the ability to represent our interests abroad.

The EU project should also become a citizens' project. Our citizens are convinced,
often more than their leaders, as surveys show, that it is in the interest of the Union
and its Member States for the EU to become a more relevant and effective global
player, and to speak with one voice in its efforts to promote our common interests.

Our citizens demand greater European coordination in the fight against organized
crime and terrorism, because they know this is the only way to address these chal-
lenges in an area where people are free to move across borders.

Our citizens realize that our wellbeing, development and security are linked to those
of our neighbours, with whom we must develop especially close cooperation in
pursuit of our common interests.

Our citizens know that our foreign policies will be more powerful and effective if
we are able to act together in defence of our interests, and not in a show of disu-
nity where each Member State competes for a starring role in the style of bygone
years.

Our citizens want the European Union to serve their interests, and therefore expect
their social, civil, family and employment rights to accompany them wherever they
may move within the Union. It is by guaranteeing the portability of social rights that
the Union will become more meaningful to our citizens.



All of this calls for a new compact between the European institutions and economic
and social actors; and between different levels of power — national, regional and
local. Above all, the situation calls for strong political leadership, a form of
leadership marked by the capacity to sustain an honest and fruitful dialogue with
citizens and to govern in partnership. Ensuring the support of our citizens will be
vital, not only for the Union to withstand the social and economic impact of the
crisis but also for it to undertake the structural reforms needed if Europe is to
emerge stronger in the future.

The EU is more than a common market. It is also a Union of values. With the
support of the citizens of Europe the EU can lead efforts to address major global
challenges. Confronted by a crisis which they did not create, our citizens will only
renew their belief in the European project if their leaders are honest with them
about the scale of the challenges ahead, and if they are called upon to make efforts
comparable to those that brought prosperity to Europe after the Second World
War.

Sincerely yours,

Members of the Reflection Group

Felipe Gonzdlez Mdrquez, Chairman Vaira Vike-Freiberga, Vice-Chair
Jorma Ollila, Vice-Chair Lykke Friis (Until November 2009)
Rem Koolhaas Richard Lambert

Mario Monti Rainer Mtinz

Kalypso Nicolaidis Nicole Notat

Wolfgang Schuster Lech Watesa



CONTENT

LETTER TO THE EUROPEAN COUNCIL 3
THE EU HAS A CHOICE 1
RENEWING EUROPE’S ECONOMIC AND SOCIAL MODEL 15
GROWTH THROUGH KNOWLEDGE: EMPOWERING THE INDIVIDUAL 21
THE CHALLENGE OF DEMOGRAPHY: AGEING, MIGRATION AND INTEGRATION 25
ENERGY SECURITY AND CLIMATE CHANGE: A NEW INDUSTRIAL REVOLUTION 31
INTERNAL AND EXTERNAL SECURITY: THE ETERNAL CHALLENGE 37
EUROPE IN THE WORLD: BECOMING AN ASSERTIVE PLAYER 43
THE EU AND ITS CITIZENS 47
BUILDING ON THE UNION’S STRENGHTS 51
ACKNOWLEDGEMENTS 53




10



THE EU HAS A CHOICE

Since the end of the Cold War, the speed and scope
of change has been breathtaking. The last twenty
years have left nothing untouched: how we work,
how we consume, how we travel, how we relate to
each other, the reasons we empathise, the issues that
scare us have all been transformed. And most of these
changes have caught us by surprise. The global finan-
cial crisis is only the latest in a series of events which
have shaken our convictions and belief systems. For
the first time in Europe's recent history there is wide-
spread fear that today’s children will be less well off
than their parents’ generation. Today, we live an age
of insecurity.

This situation poses an unprecedented challenge for the
European Union. During most of its existence, it consti-
tuted an anchor of internal stability, creating peace,
democracy and a fair share of prosperity on half of the
continent following the Second World War. In time, it
brought Europe’s other half on board through a process
of unprecedented political and economic integration.
These successes allowed the EU to become the world’s
largest economic power, encompassing a single market
and currency. And yet, as European citizens peer into
an ever more complex and uncertain future, they do so
without the common purpose which characterised the
post-war years.

Future expectation of the European Union 2030

» For each of the following, please tell me if in your opinion, in 2030, the European Union ... ?"

20 19

« ... Will have, with the euro,
a more powerful
currency than the dollar."

w... will only be
a secondary
economic power."

in %

... Will be a leading
diplomatic power
in the world."

Don't know
18 20

No,
probably not

Yes, probably

... will go far beyond
the limits of the
European continent."

Source: Eurobarometer 6/2009; EU 27
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Future expectation of the life of European citizens 2030

vImagine how the European Union will be in 2030. Compared with today, will the life of
European citizens be ... ?"

More difficult

32

Don't know 10

o
N
N
[

8 10

The EU's past achievements were focussed on its own
corner of the world. During successive stages of integra-
tion, Europe’s external environment remained relatively
stable. Today the situation could not be more different.
Rapid changes are sweeping across the world. In the
next twenty years, there will not only be several poles
of power, but the world’s centre of gravity will also have
shifted — to Asia and the global south, to new public
and private actors, upwards to transnational institutions.
The challenges which Europe faces today stem as much
from developments outside its borders as they do from
the EU's timidity in responding to them. If the Union is
to secure its future, it will need to adjust its objectives
and policies to cope with this fast-changing world.

Facing up to the world’s dramatic
transformations

If the last twenty years have been disruptive, the next
twenty are likely to be even more unsettling. A new
multi-polar world is emerging where power is more
diffuse and international dynamics more complex. With
slower growth than its main competitors, the EU’s share
of global wealth is inevitably declining. The EU’s human
capital has long underpinned its economy, based on
cutting-edge innovation and creativity. But other regions
are now moving ahead through higher levels of invest-
ment in research, technological development and inno-

12

14 16 18 20

in %

22 24 26 28 30 32 34

Source: Eurobarometer 6/2009; EU 27

vation. By 2030 Asia is expected to be at the forefront
of scientific and technological developments, producing
high-value goods capable of transforming production
and overall quality of life.

As the emerging economies catch up with living stand-
ards in the advanced industrialised world, the global
consumption of energy is increasing. By 2030 world
energy requirements are likely to be 50 per cent higher
than today, with fossil fuels representing 80 per cent of
supply. Dependence on energy imports is set to increase,
with the EU importing nearly two thirds of its needs.

In addition, the availability of energy and other essen-
tial resources is likely to be adversely affected by
climate change and many predict severe shortages by
2030. Price volatility and supply uncertainties will also
be exacerbated by political volatility in energy-rich
countries. Renewable energy will have grown more
rapidly than traditional energy sources, but by 2030

it will still only represent a small part of world energy
supply. Compounding this trend is our failure to curb
losses in biodiversity, with serious implications for
long-term economic sustainability.

All this is taking place against a background of sweep-
ing societal transformations in our countries. In an
ageing society with almost twice as many people over-
65 per worker as today, EU Member States will have to
make considerable efforts to finance their social support



regimes and to retain older people in the workforce. As
the domestic supply of labour and skills declines, Europe
will need to attract more migrant workers, with conse-
guences for our ability to manage societal integration.
Finally, a technological and communications revolution
is changing both our private and professional relation-
ships, imposing new patterns of life and work which
many find too difficult to cope with.

The choice for the EU is clear: reform or decline

Many of these developments have been accelerated by
the current financial and economic crisis, the worst crisis
of its kind since the Great Depression, and one from
which the EU will take some years to fully recover. The
crisis has highlighted the structural weaknesses which
underlie most of the European economy: lower produc-
tivity, structural unemployment, inadequate labour
market flexibility, outdated skills and poor growth.

At the same time, the softer impact of the crisis in
countries such as China and India and their much faster
recovery have led many to take a less benign view of
the rapid changes affecting the world economy. Today
there is concern that emerging economies might realise
their full economic potential while taking advantage of
Europe’s structural weaknesses. In truth, current shifts in
economic output can be mutually beneficial, leading to
increased levels of investment, trade and consumption
on all sides. But the EU cannot assume that the “rise of
the rest” will necessarily result in a win-win situation. If
the EU does not adjust to the needs of the global econ-
omy, there is a real danger that Europe’s relative decline
may become absolute.

After 50 years of consolidation, through both deepen-
ing and widening, the EU faces a fundamental choice.
2010 could mark the beginning of a new phase for the
EU and the next 50 years could be about Europe's role
as an assertive global actor or, alternatively, the Union
and its Member States could slide into marginalisation,

becoming an increasingly irrelevant western peninsula of
the Asian continent.

Embracing a global ambition should not result in scal-
ing back domestic reforms, far from it; external influ-
ence cannot be achieved without solid growth and
internal cohesion throughout the European Union. But
our current era has decisively become a global one,

a transformation which is creating new winners and
losers. If we do not want to join the losing ranks, we
have to take bold action now.

Why the European Union?

The challenges we face today are different to those of
the past and call for different responses. Whether we
look at relative demographic and economic decline,
climate change or energy shortages the challenges can
only be properly understood and tackled when situ-
ated in a regional and global context. This is where
the EU as an entity, which is much more than the sum
of its Member States, can demonstrate its value. By
combining multiple levels of power, from the global

to the local, the EU is more capable than any Member
State of meeting the major trials of the 21st century.
This will not happen automatically. Even if the EU
enjoys the necessary structures and instruments, these
need to be harnessed by the Member States with
determination — and for the right purpose. Funda-
mentally, the EU’s common agenda boils down to

two overarching and integrated challenges: ensuring
the sustainability of our social and economic model;
and developing the means to support and defend this
model, along with our common values and interests, in
the global arena. The Commission’s new ‘Europe2020’
agenda should therefore be supported, yet ultimately
will need to be embedded in a broader perspective.

For the EU to become an effective and dynamic global

player, it will also need to shift solidarity to the heart of
the European project. Solidarity is not an unconditional

13



Important issues facing in 2030

«Still imagining what 2030 will be like, in your opinion, what will be the two most
important issues facing (OUR COUNTRY) in 2030?" (MAX. 2 ANSWERS)

Economic situation
Unemployment

Crime

Pensions

Protecting the environment
Healthcare system
Immigration

Rising prices/inflation
Terrorism

Taxation

Housing

The educational system

Defence/Foreign affairs

Don'tknow : 8 %

entitlement — it depends on individual and collective

o

N

n

[«

[ee]

10

responsibility. As such, it can and must inform EU poli-

cymaking and relations at all levels, between individu-
als and generations and between localities, regions

and Member States.

Yet European citizens are still hard-pressed to find
answers to their problems in the EU. If our mission

is to be shared, politicians and citizens must take

ownership of the European venture. If governments

continue as and when it suits them to treat the EU and

its institutions as alien or hostile, there is little hope
of creating the kind of popular identification with the
EU which is needed for its success. On the contrary,
renewing the support of its citizens by enabling
greater participation and transparency is what a

successful EU requires.

14

18

N
o
N
N
N
S
N
[«

28 30

Source: Eurobarometer 6/2009; EU 27



RENEWING EUROPE’'S ECONOMIC

AND SOCIAL MODEL

At the heart of the European community is a distinc-
tive economic and social model, referred to as a ‘highly
competitive Social Market Economy’ in the Lisbon
Treaty. A number of variants of this model exist with
qualitatively varying performances, but they all fit
broadly within a common framework. Based on the idea
that economic growth should be pursued through the
market for social ends, the model enjoys wide public
acceptance. It helped transform Europe after the Second
World War into an area of powerful industries and serv-
ices with strong employment creation potential which,
in turn, allowed for a fair system of social protection. A
“virtuous circle” was thus completed, binding together
solidarity, responsibility and competitiveness.

Yet against the background of new domestic and
global pressures, this model needs to be re-defined

- '-'J‘-' *I' -
-

and adapted to a changing context. In the last two
decades, the EU’s potential to generate growth and
jobs, and consequently to improve living standards,
has lagged behind that of its main trading partners.
Although some of its Member States have managed
to break this mould, overall the situation continues
to this day. By revealing structural weaknesses in

the European economy, the current financial and
economic crisis has acted as a wake-up call. Faced with
the increasing competitiveness of the emerging and
developed economies, the EU must embark on a bold
new reform programme aimed at achieving higher
economic efficiency.

At the same time, the consensus that exists around the
model depends on a continued balance between its
social and market dimensions. This balance has been

‘_ﬂiﬁiiﬁi‘iiﬁ
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Market in the city - in the end, all business is local.

Photo: Schubert
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Vocational training and education programmes for professional success.

disrupted over time as social inequalities have increased.
For some EU citizens, social exclusion and poor working
conditions are still a reality. The answer to this problem
is not an end to economic reform. On the contrary, a
renewed emphasis on increasing economic efficiency
needs to go hand in hand with new social policies. In
other words, the sustainability of Europe’s economic
and social model will depend on our ability to restore a
dynamic equilibrium between the economic, social and
environmental dimensions of development.

The quest for growth and jobs

A strong and globally competitive economy characterised
by high productivity is a precondition for improving living
standards. Economic growth is increasingly based on
technological change and enhanced specialisation in the
context of deepening globalisation. These developments
affect workers and companies as well as the operation
of markets and the management of companies through
a process of structural change. Digitalisation is increasing
the scope for outsourcing, and the ICT-revolution may
give ample scope for growth in productivity for decades
to come.
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The EU can enhance the growth process by further
developing the internal market, e.g. in the area of serv-
ices, as well as by fighting all forms of protectionism
and enhancing a successful completion of the Doha
round. Unnecessary burdens on labour and companies
must not stifle the growth of dynamic and innovative
service production while entrepreneurship and risk
taking should be encouraged. Our shared vision is that
technological change, globalisation and ageing popula-
tions call for urgent structural reforms with a view to
enhancing flexibility, competitiveness and dynamism.

Reforming the labour market is central to creating
more and better jobs. Member States should aim at
improving three key aspects of their labour markets:
the flexibility and security of their workforce (“flexicu-
rity”); labour mobility; and the culture and manage-
ment practices of enterprises. Workforce participation
rates must also be increased (see section on demogra-
phy below).

The capacity of the workforce to adapt to constant
shifts in production is a key element in maintaining
productivity. Labour flexibility needs to have its coun-
terpart in labour security. In a fast-changing world



it is not jobs that need to be protected, but rather

the person who loses a job by enhancing his or her
employability. “Flexicurity” is the best way to provide
this protection, by allowing workers to take advantage
of shifting labour markets and make the transition to
better jobs. Central to this approach is the capacity to
acquire and adapt skills over the course of a lifetime,
combined with the conditions for transporting skills
between and within Member States.

Today, it is still difficult for workers and entrepreneurs
to access and understand the rules and regulations
which apply to taking up employment or starting a
new business. While “red tape” cannot be legislated
out of existence, it should not be a barrier to mobility.
Most importantly, social security rights should, once
and for all, be readily transportable between Member
States. The recognition of qualifications across the

EU needs to be ensured, and multilingualism encour-
aged. The EU should also develop a new “professional
transition policy” in order to encourage and facilitate
transitions between jobs as well as support the Union’s
social dimension.

Finally, far-reaching changes are needed in the culture
and management practices of enterprises if efforts to
upgrade the skills of their workforce are to succeed.
Companies will need to be more supportive of work-
force initiatives and open innovation to improve
competitiveness through new production processes
and technologies. They will also need to foster a
culture of ownership in the enterprise.

Realising Europe’s social ambitions through new
targeted policies

This new push for economic reform must be accom-
panied by new targeted measures aimed at enhancing
security and solidarity for the individual. Social support
systems deserve robust protection against abuse or

“moral hazard”. Rights and entitlements must be
balanced with responsibilities and obligations. In partic-
ular, social security systems should be adapted in favour
of rapid reintegration into the labour market rather than
long-term support of people of working age.

In light of the existing division of competences on
social policies, priority should be given to clearly
defined and commonly agreed targets, as recom-
mended by the ‘Europe2020’ agenda. Member States
should take the lead in eliminating unfair situations
which result from two-tier labour markets in which
groups of employees benefit from the protection of
long-term contracts, whilst others remain unprotected
and under constant threat of dismissal.

Likewise, Member States should dedicate adequate
resources to fighting against social exclusion, poverty,
and gender discrimination, by, for example, implement-
ing existing EU legislation to ensure agreed minimum
standards. A crucial part of this endeavour will involve
empowering job-seekers and other social partners. The
improvement of the information available at the Euro-
pean Employment Service (EURES) and the extension
of the availability of e-infrastructure to houses, schools
and businesses, would mark a solid start.

By providing adequate coordination in the area of social
and tax policy, the EU can support the capacity of its
Member States to pursue social objectives in accord-
ance with their individual preferences without causing
distortions of competition or undermining the Single
Market. The European Investment Bank and European
Social Fund should be fully harnessed in support of anti-
poverty and social cohesion goals agreed at EU level.

The EU should also contribute to the objective of a
healthy European population — a crucial economic and
social asset — in particular through the development of
healthcare, well-being and age-related industries and
services.
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Finally, in view of the crisis, the business community
should assume its responsibility by committing itself
to self-regulation in the areas of ethics, accountability,
social and ecological awareness, anti-discrimination,
life-long training and continuous improvement in
working conditions.

Creating a win-win situation:
a new deal for the Single Market

The above social and economic measures need to be
flanked and supported by a fully functioning Single
Market. The development of the Single Market has
long been hampered by two simultaneous proc-
esses: a resistance in some Member States to apply-
ing internal market, competition and state aid rules;
and a tendency in other Member States to oppose
even moderate initiatives of tax coordination that
could improve the functioning of the Single Market
and remove the concern that the Single Market may
hinder the pursuit of social objectives. Left unattended,
these trends would aggravate the bias of tax systems
against job-creation and the difficulties of Member
States in addressing inequalities. They would also lead
to a race to the bottom in social protection and would
exacerbate the opposition to integration. In short, the
economic and the social dimensions of development
would enter into a lose-lose situation.

The current economic crisis has further underlined the
need for adherence to the rules of the Single Market.
Retrenchment into economic nationalism would only
make the exit from the crisis more difficult and the
European economy less competitive. And yet, in many
Member States, both at the level of public opinion and
amongst political leaders, protectionist reflexes are
only too prevalent.

Against this unfavourable background, a re-launch and
completion of the Single Market are unlikely to happen
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without a new strategy or deal. Such a deal should
consist of a commitment to extend — within specified
deadlines — the Single Market to those areas where it is
still lacking or where it is insufficiently developed, first
and foremost the area of services, including the finan-
cial sector. This should be matched by initiatives, if not
further integration, in the areas of cohesion, social and
tax policies, respecting the need for EU competitive-
ness. At the same time, efforts to advance towards

a low-carbon economy must go hand in hand with
measures to enhance social inclusion, particularly in
relation to education, employment, information, health
and banking services.

Enhanced economic governance:
in the interest of stability and convergence

The global financial crisis and growing economic diver-
gences between Member States have also made the
case stronger for enhanced economic coordination in
the EU. Renewing the convergence efforts undertaken
in the 1990s — thus leading also to the enlargement
of the Eurozone — is essential to the economic success
and unity of the EU in general, especially for the Euro-
zone. These convergence efforts should be based on
the following measures:
— Giving leadership for economic coordination
to the European Council, while fully respecting the
role of the Commission and working closely with
the European Parliament, the Commission itself
and other relevant economic institutions; reinforc-
ing and extending the coordination responsibilities
of the Eurogroup in relation to both the internal
and external management of the monetary Union.

— Reinforcing procedures for supervision of national
budgets to ensure transparency as well as the
sustainability of public finances; encouraging
Member States to harmonise their budgetary proc-
esses and calendars.



Stuttgart's new Trade Fair Centre: one of the world's largest photovoltaic roof systems.
Photo: © Dirk Wilhelmy for Planet Energy and Projektgesellschaft Neue Messe

Strengthening macro-economic co-ordination

by extending it to private debt, to the balance of
payments and, more generally, to the conditions for
ensuring competitiveness.

Enhancing overall budgetary credibility by creating
a financial instrument aimed at combating unex-
pected crises and asymmetric shocks while taking
into account the risks of moral hazard.

Strengthening the functioning and supervision of
financial institutions to counter excessive leverage
and risk-taking

Enhancing the EU’s investment effort by defining

a growth target for the investment component of
Member States’ public spending; increasing the
resources of the European Investment Bank and the
European Investment Fund; and adapting the Euro-
pean regulatory framework to attract more long-
term investors and to favour prudent banking that
caters the needs of the real economy over financial
speculation.

The challenge of environmental sustainability

The task of redefining Europe’s economic and social
model is further complicated by the challenge of envi-
ronmental sustainability. It will not only require the

EU to rethink its spatial planning, cities and transport,

education and consumption habits, but also its growth

model. A ‘New Industrial Strategy’ is needed to cham-
pion new green technologies and sustainable industrial
processes. In support of this, the EU should:

— Pass a European Innovation Act simplifying funding
opportunities and empower the European Institute
for Innovation and Technology to set up innovative
joint programmes across the EU;

— Establish a Small Business Research initiative giving
innovative, young and small businesses access to
public procurement markets;

— Improve the added value of the agriculture, farming
and food industries, whilst reducing their negative
environmental impacts by increasing access to new
technologies and strengthening consumer awareness;
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— Create or label a series of European Research
Centres within the European Institute for Tech-
nology, focusing on renewable energy, energy
efficiency, ICT for sustainable development and
transportation networks, biotechnology and
nanotechnologies;

— Adopt a low-carbon transition strategy to set a
vision for a low carbon economy in 2030, and the
actions required by the EU and Member States to
make this a reality.

Avoiding the pitfalls of the Lisbon Strategy

If the EU is serious about reform it must make

proper adjustments to its governance structures and
resources. This was the lesson of the “Lisbon Strategy”,
whose promise to deliver on European competitiveness
became mired in weak implementation mechanisms.
Above all, the link between common guidelines set
down at Community level and their implementation

at national level, in accordance with each country’s
internal distribution of power, should be strengthened
through an effective ‘name and shame’ peer pressure
mechanism, as well as positive incentives, financial and
other. Last but not least, assessment procedures should
focus on outcomes rather than inputs or processes.

All of this needs to be combined with more coherent
use of the EU's own financial resources, those of the
European Investment Bank and those in Member State
budgets, pooling together the funding destined to
cover agreed priorities. Above all, our focus must be
on creating growth and jobs. Not just any kind of jobs,
but those adapted to the knowledge society; and not
just any kind of growth, but growth which is sustain-
able and defined by more than just GDP. This is where
Europe’s future lies.
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GROWTH THROUGH KNOWLEDGE:

EMPOWERING THE INDIVIDUAL

Knowledge-based and creative industries and services
have expanded significantly over the last two decades,
becoming the central pillars for employment and
economic dynamism in Europe. The days when the EU's
competitive advantage could be measured in wage
costs are long gone. Today, intelligence, innovation and
creativity have become the relevant benchmarks. They
are Europe's insurance for future prosperity. We live in
a world which demands not only high value products
and markets, but also, increasingly, high value skills.

And yet, Europe is falling behind in the skills race. On
current investment trends, by 2025 Asia may be at the
forefront of scientific and technological developments
at the expense of the EU and United States. It is esti-
mated too that by that date nearly a million Chinese
and Indian students will study abroad, bringing a
wealth of talent and experience back to their Asian
homelands. This contrasts with the relatively small

eveloping all talents.

number of European students studying outside
Europe. In tertiary-level education, the EU is equally
lagging behind, with only 27 universities amongst the
world’s top 100, compared to 57 in the United States.
The EU is also poorly represented in political, business
and environmental debates taking place beyond its
borders.

The EU cannot afford to be complacent when
confronted with this trend. A better use of human
talent will be the key strategic instrument for ensuring
upward mobility for individuals and progress for Euro-
pean society at large. If the EU is to realise the promise
of the knowledge society, it must deliver excellence
at all stages of the education process; continuously
upgrade the skills base of its population according to
need; and create a social, economic and regulatory
environment in which research, creativity and innova-
tion can flourish.

Photo: Kunsch
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The quest for excellence and relevance:
upgrading education and skills

A solid educational foundation at primary and second-
ary school level can have a huge influence on a
person’s ability to progress through life. Too many
European citizens and third-country nationals living in
Europe do not have access to education systems of the
highest quality. Urgent action is needed to address this
situation, including providing teachers with the profes-
sional recognition they deserve; developing flexible and
open curricula capable of nurturing curiosity and crea-
tivity among children; and strengthening links between
public education systems, business and society.

Similarly, there are not enough first-rate universities in
the EU, making Europe less attractive to top-qualified
graduates. The EU needs to remedy this situation by
building a network of top-level higher education estab-
lishments able to rival the best in the world. The quest
for excellence does not preclude a parallel effort to
promote greater access to university education with a
view to improving average education levels among the
wider population. Excellence requires critical mass and
competition, in effect a “common space” for students,
universities and academic research.

The administrative and financial autonomy of universi-
ties must also be encouraged, as this is the most effec-
tive way to increase private funding for higher educa-

Expenditure on primary and secondary educational institutions as percentage of GDP (2006)
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Gross domestic expenditure on R&D in percentage of GDP
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tion. As future beneficiaries, high income students
should contribute to the mounting cost of education
while a system of scholarships and student loans
should be made available to students who need finan-
cial support. Competition between universities must
also be promoted, as should governance models based
on accountability and transparency.

University systems characterised by clientelism and
corporatism must be thoroughly challenged. The focus
must shift to ensuring that universities have greater
exposure to the real economy in Europe and the rest of
the world. This reform process should include measures
to increase student mobility, by encouraging greater
up-take of the ERASMUS programme and by providing
advantages to students holding diplomas from more
than one country. Universities must do more to provide
graduates with the skills needed by industry.

Indeed, correcting the mismatch between the supply
and demand for expertise must become one of the top
priorities of the educational system. This will require a
strong emphasis on skills upgrading in order to prepare
individuals for employment transitions as well as the

\ \ \ \
2004 2005 2006 2007

Source: OECD

use of new technologies and skills. The necessary
precondition, in turn, will be the realisation of a flex-
ible, life-long learning culture, where individuals are
able to return to education at any point in their careers
under conditions similar to the young. “Learning to
learn” must become a guiding principle throughout
the education system.

Towards a European Research Area:
raising the stakes for R&D spending

Despite numerous calls for substantial increases in R&D
spending, the last decade saw relatively little change
—the EU’s expenditure remains at 1.8 per cent of GDP.
A concerted effort is needed in Europe to reach the
‘Europe2020’ target of 3 per cent expenditure on R&D
and the creation of an “Innovation Union”. This must
include budgetary reallocations and greater private
sector funding. EU centres for pre-competitive applied
research should be developed (public-private partner-
ships between states, regions and private industry)
together with increased support for investigator-driven
free research through the European Research Council.
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To this end, it will be crucial to simplify the procedures
for accessing public funding, including EU funds. This
would above all benefit small dynamic businesses,
which are often the driving force for forward-looking
innovations. Today, SMEs account for half of the EU's
GDP although they benefit from only 15 per cent

of R&D programmes. New forms of partnership are
needed between researchers at publicly-financed
universities and researchers at privately-financed
companies to ensure a continuous pooling of knowl-
edge throughout the process of research and innova-
tion. In particular, more funding is needed for applied
research that would benefit SMEs.

Excellence must be the main criterion for granting
public aid both at national and EU levels. The role of
the European Research Council must be expanded

and strengthened, with funds allocated strictly on the
basis of peer reviewed excellence, actual or potential.
Likewise, the EU must encourage the development of
"European poles of excellence” while ensuring that this
process of concentration would not lead to the crea-
tion of “intellectual deserts”.

Last but not least, the European Research Area must
become a reality — an area without borders where all
scientific potential, wherever it is, can be fully tapped
thanks to the free movement of researchers, ideas,
technologies and capital. This process of “Europeani-
zation” must itself be part of a more general open-
ness to the world. Transfers of knowledge have now
become the indispensable complement to the tradi-
tional drivers of globalisation based on material and
capital flows.

A regulatory framework for unleashing
innovation and creativity

Europe often finds it difficult to translate scientific
research into new products, new patents, new entre-
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preneurial activities and new jobs. A lack of competi-
tion in service markets inhibits innovation, raises costs
and limits growth. Financial services, next genera-
tion digital services, energy solutions and services to
promote health and learning have all huge potential.
The EU is well placed to become a leader in the new
service industries, but only if service providers are
supported by a Europe wide market and a new regula-
tory environment where innovation and creativity can
actually flourish.

Free global markets that respect intellectual property
rights are the essential breeding ground for innovation.
It is therefore important that Europe remains commit-
ted to improving market access both inside and outside
Europe, most effectively through the completion of
the Single Market, both in regard to services and new
technologies. At the same time, the EU must reform
the rules on intellectual property, for instance through
the creation of a straightforward European patent
system that is affordable, quick and reasonable, and
offers effective protection on a European scale.

In this context, it will equally be important to put in
place the measures needed to reinforce risk capital
markets and the availability of seed capital. In particu-
lar, SMEs — which are very often at the forefront of
innovation — need more adequate support mecha-
nisms, including access to risk capital, to help them
compete in the global marketplace.

The creative economy will continue to evolve faster
than the political processes intended to support or
regulate it. Every day it reveals new horizons and
revolutionary prospects. Flexibility and responsiveness
must therefore be the backbone of any regulatory
framework in this field. Facilitating a culture of risk
taking and entrepreneurship is even more important.
Only this will allow the EU to fully reap the rewards of
research and experimentation, and with it to create
new jobs.



THE CHALLENGE OF DEMOGRAPHY:

AGEING, MIGRATION AND INTEGRATION

The combination of ageing populations and a contract-

ing domestic labour force is set to have drastic conse- Europe’s demographic trends are

guences for Europe. Left unchecked, it will translate becoming entrenched

into unsustainable pressure on pension, health and

welfare systems, and into negative outcomes for Europe combines the demographic extremes of very
economic growth and taxation. If Europe is serious high life expectancy and very low fertility. In most EU
about moving towards a knowledge society, efforts to Member States, life expectancy - currently 75 years for
enhance economic efficiency and upgrade the skills of men and 82 for women on average — is set to increase
the existing population must be complemented with by an additional 15 to 20 years in the course of this
active measures to address this demographic chal- century. With women giving birth to 1.5 children on
lenge. Not least, it must include a concerted effort to average, and more and more women foregoing children
make the EU an attractive destination for immigrants. altogether, Europe's population is ageing and its native-
Without migration, the EU will not be able to meet born labour force declining. Bearing in mind Europe’s
future labour and skills shortages. It will also see a current average retirement age (62 years for men and
reduction in cultural diversity and experimentation, just over 60 for women), in the absence of compensa-
prerequisites for creativity and innovation. tory policies, in the next 40 years Europe’s support ratio

Developement of European population 2000 to 2050 and share in world population

Inhabitants (in Million) % Share

600 9
EU27 Share in world population 8

500
7
400 6
5

300
4
200 3
2

100
1
0 0

2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050

Source: Eurostat population projection; UN Population Prospects (2008 Revision)

25



will deteriorate sharply, leaving four contributing work-
ers to support every three retired people. Urgent action
is needed to counterbalance these negative trends.

To begin with, family-friendly policies aimed at stabilis-
ing or increasing fertility levels should be put in place.
Additionally, the impact of reduced domestic labour
forces, including the related issues of financing health-
care and pension schemes could be partly offset by
increased productivity. Steady growth in productivity
would allow for a revised allocation of resources that
could help fill the increasing gap between pension
receivers and contributors.

But with European demographic patterns becoming
entrenched, the impact of these measures will not be
sufficient. In the end, the European Union’s demo-

graphic challenge will only be addressed through two
sets of complementary actions: boosting labour market
participation rates; and implementing a balanced, fair
and pro-active immigration policy.

Expanding labour market participation:
a sine qua non

Devising and implementing effective work-life balance
strategies (leave arrangements, tele-working, etc.) is
the first step to increase labour force participation. The
objective must be to provide the conditions in which
people, in particular women with young children, and
older workers, can remain in the workforce. Despite

a higher life expectancy, women are retiring early

and their overall employment rates are lower than

Population by agegroups in EU27 2010, 2030 and 2050
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Municipal services fulfilling the needs of migrants.

those of men — 58.3 per cent as against 72.5 per cent.
Responding to this will require an increased focus on
equal opportunities and non-discrimination, as well as
child care programmes and school systems supporting
working parents.

The second step will involve removing the legal, admini-
strative and cultural barriers to promote greater intra-
EU labour mobility. Key instruments in this regard
include the full portability of welfare and pension rights,
improved language training, full recognition of academic
degrees as well as professional skills throughout the EU
and the development at all political levels of a truly non-
discriminatory environment.

Last but not least a major shift is required in our
approach to retirement. Current early retirement
practices should be discouraged. Retirement should
become an option for individuals rather than an obli-
gation. Working life should be prolonged through an
increase in the actual as well as the statutory pension
age. Adult education and training programmes, salary
schemes, working conditions and pension systems
should be adapted to create a labour market for 50-70
year-olds by making recruitment and employment of
older workers more attractive.

Photo: Hass

Immigration policies:
towards a pro-active approach

Even if internal measures aimed at boosting labour
market participation could be fully realised, they will not
be sufficient to compensate fully for the consequences
of demographic change on future labour supply. The
reality is that by 2050, in the unlikely absence of immi-
gration, and at constant labour force participation, the
EU labour force would decline by around 68 million
workers. Since not all immigrants become economically
active, a net gain of some 100 million people would
eventually be needed to fill the gap. Realistically such a
large net intake over the next 40 years is neither likely
nor necessarily desirable. Nevertheless, migrant labour
will be part of the solution to Europe’s future labour
and skills shortages and the EU will need to develop a
pro-active approach to immigration.

In general there is a need in Europe for a shift in atti-
tudes. Too often, immigration is perceived as a burden
to be shouldered rather than an opportunity to be
seized. Europe has much to learn in this regard from
Australia, Canada and the United States, with which it
is in direct competition for talented and skilled immi-
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grants. Drawing on the experience of these countries,
the EU needs to develop a common immigration policy
with the aim of attracting the most qualified, talented
and motivated immigrants while taking measures to
prevent the loss of human capital in sending countries
A common immigration policy for the EU should set out
a specific medium- to long-term strategy for targeting
skilled immigrants. Clear information promoting the
advantages of setting up in Europe should be readily
accessible. There is also a need for an agreed approach
around common criteria for the acceptance of immi-
grants (a points-based or assessment system), while
taking account of particular needs in Member States.

Yet Europe will only become an attractive destination
for skilled immigrants if the latter feel accepted, have

full access to formal labour markets and the possibility
to set up their own businesses. Wide-ranging integra-
tion initiatives are needed at EU and Member State
levels, but particularly at the local level, which is often
best-placed to identify and meet the needs of immi-
grant and non-immigrant populations.

Once established legally in the EU, immigrants should
enjoy the same social rights as EU nationals. The
potential within existing immigrant populations to
boost labour force participation should be tapped
through investment in language, vocational training
and general education, combined with determined
anti-discrimination strategies. All forms of discrimi-
nation against immigrant workers and their families
should be removed.

Language training together with the mothers.
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People on the move:
exercising control and responsibility

As it applies to a space largely without internal fron-
tiers, the proper functioning of a common European
immigration policy needs a credible system of manag-
ing the EU’s external borders, including a co-ordinated
system of issuing visas to third-country nationals — also
addressed further below in the context of the EU’s
external and internal security.

As tens of millions of third-country nationals lawfully
cross the EU’s external borders every year, it is also
essential to enhance control and verification mecha-
nisms inside the EU. This would ensure that the burden
of migration control is not unilaterally shifted towards
the EU’s external borders and the countries securing
them.

There is also a need for a common approach to irregu-
lar immigrants. The EU needs to iron out inconsistencies
between Member State policies and behaviour towards
persons without legal access to the labour market. This
should include harmonising the rights of irregular immi-
grants across the EU to avoid specific “call effects” in
one Member State that may affect another.

Addressing irregular migration should also include
combating the culture of employing irregular immi-
grants, in particular in the building and agriculture
sectors as well as in private households, still evident in
several Member States. This will require, among other
measures, enhancing internal controls on work and resi-
dency permits in those countries with high numbers of
irregular immigrants.

Maintaining credible external and internal controls
should not, however, undermine the EU’s determination
to remain a place of safety for refugees, in line with its
core values. European asylum policies need to ensure

that political refugees enjoy the right to seek asylum
and have their claims processed fairly within the EU27.

Efforts to stem illegal immigration and people traffick-
ing must also include measures to protect vulnerable
individuals and communities from exploitation through
unacceptable labour practices or other forms of abuse,
including human trafficking. This calls for a permanent
dialogue between countries of origin and the EU which
is consistent in its application and which complements
the EU's development policy.

Furthermore, the EU needs to acknowledge the link-
ages between migration and development and formu-
late policy responses that take full advantage of the
synergies which exist between them. A successful
recruitment policy will inevitably lead to a brain drain
which could undermine the development process in
sending countries. The EU should do its utmost to
avoid this, helping them to build up the human capital
needed for their development.

Bi-lateral development agreements should include
efforts to promote orderly immigration through mobil-
ity partnerships as well as recruitment and readmission
agreements. The elaboration of such policies should
take account of the potential benefits for development
of return migration and two-way mobility between
sending and receiving countries. Permanent residence
status in the EU, for instance by way of a “blue card”,
could encourage the circular migration of those who
want to return to their countries of origin for an
extended period of time.

Finally, the EU should invest in the higher education
systems of sending countries in order to build up skills
which can later be shared. In a nutshell, the aim should
be training, not draining.
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ENERGY SECURITY AND CLIMATE CHANGE:

A NEW INDUSTRIAL REVOLUTION

If left unaddressed, by 2030 the energy situation in
Europe will be one of increasing need and declining
supply. Dependency on high priced imports of oil, gas
and coal from third countries will increase from its
current 50 per cent to about 60 per cent while fossil
fuels could represent up to 80 per cent of Europe’s
energy mix. On top of this, supplies will be drawn from
some of the world’s most politically volatile areas.
Given the sheer energy intensity of our economies, the
scope for vulnerability and turbulence is immense.

As if this were not enough, the impact of climate

change on the global economy could dwarf the impact
of the current financial and economic crisis. Failure

Exhibit 10

to take adequate measures could result in a signifi-
cant rise in the planet’s temperature by the end of

the century, leading to the disappearance of whole
regions, huge flows of climate refugees and to billions
being left without water. At best, we would face
changing patterns of desertification, rising sea levels,
severe drought and higher temperatures — with all their
respective consequences.

The challenges we face are enormous and call for

an urgent response along with a huge mobilisation
of resources. For instance, carbon productivity (how
much GDP we get for every tonne of carbon we emit)
will need to increase ten-fold to meet existing carbon

Long term energy-demand growth will rebound after the downturn passes
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emission targets; and we need to achieve this in

“only” 40 years. The potential for social, economic and
political destabilisation is therefore real. Yet to tackle
these Herculean tasks, we cannot simply rely on the
market. Instead, wide ranging public interventions and
support are needed to initiate a “new industrial revolu-
tion”. The EU must transform this challenge into a real
opportunity.

The societal and commercial benefits of a new
industrial revolution

The industrial and behavioural change needed to
bring this about will not be easy. But the rationale is
clear. The annual cost of reducing greenhouse gas
emissions is estimated at about 2 per cent of world
GDP while failure to act is estimated to cost at least
5 per cent of the GDP each year. At the same time,
the development of a sustainable green economy
provides wide-ranging technological, business and
commercial opportunities which need to be grasped.
There is a real opportunity for the EU to exercise
moral and political leadership in this debate without
losing sight of the tangible economic and industrial
benefits. But it must do so swiftly, before others race
ahead.

Likewise, there are important gains to be made from
the implementation of a coherent European Energy
policy, including: the completion of a genuine, liber-
alised Single Market in the energy sector, a strong
European investment policy in new technologies and
in major common energy infrastructures, a common
external position, and a common fiscal approach
contributing to fund this investment policy. This would
end the practice of defending national champions,
paving the way for the emergence of European cham-
pions and the separation of transmission networks of
companies which generate and/or distribute electricity
or gas (“unbundling”). The remaining bottlenecks in
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this area must be removed, linking “energy islands”
once and for all to the European network.

The main winners from these changes would be Euro-
pean consumers. High energy prices remain a signifi-
cant burden on individual households, making up 15
percent of their total expenditure. Similarly, in certain
energy dependent sectors, high energy prices under-
mine the fundamental competitiveness of European
industry. The EU cannot remain complacent in the face
of these challenges. It must come to the assistance of
its Member States by developing a truly common and
integrated energy policy, targeting energy efficiency,
diversification, dependency and the fight against
climate change.

Starting with the ‘low-hanging fruits’:
revolutionising energy efficiency

Achieving energy savings in industry, transport and
construction as well as in domestic appliances is the
most effective way to reduce carbon emissions and
external dependency. It is also the quickest way that
the EU can achieve tangible results. Obviously, the
cheapest and cleanest form of energy is energy that
is not consumed. Whilst there is nothing new about
enhancing energy efficiency, it nonetheless needs to
be expanded and solidified as a key objective for all
Member States.

To this end, the headline target for energy efficiency
should be raised to 50 per cent by 2030, from the
currently agreed 20 per cent by 2020. The EU can
advance this objective by applying stricter efficiency
standards for domestic appliances and new buildings,
along with more ambitious vehicle emission targets. It
should also encourage innovative public-private part-
nerships for energy-efficient investments while setting
and monitoring Member State compliance with effi-
ciency targets.



Wind power is one option to use renewable energies.

The quest for more sustainable power generation

The search for viable renewable energy sources has
to be stepped up. There are a range of promising
options available, including wind power, solar power
and biomass. Europe should also move away from oil
as the primary source of fuel for transport by encour-
aging bio-fuel standards and electric and hybrid
vehicles. Yet for all this to happen, the EU needs vast
investments to upgrade its energy grid and to develop
intelligent energy networks (smart grids) which can
handle future power sources and minimise power
losses, finally leading to a fully integrated system of
energy supplies.

The development of carbon capture and storage (CCS)
systems needs to be backed up by firm decisions on

a range of issues which can no longer be delayed.
These include the appropriate level of subsidies, a legal
framework, and a roadmap for developing CCS beyond
the demonstration phase. In order to move from the
experimental to the operational stage, the EU needs to
research, develop and test new technologies and proc-

Photo: German WindEnergy Association

esses for capturing and storing CO, safely underground.
The search for a more viable energy mix must also
involve recourse to nuclear energy. Europe cannot
afford to relinquish this important source of power,
but unlocking investments in nuclear energy requires

a greater level of regulatory certainty, as well as the
further development of safety standards. Finally, signif-
icant R&D efforts and innovative public-private partner-
ships are needed to develop next generation energy
technologies. The EU urgently needs a few headline
projects in this context, such as the installation of solar
power centres in Northern Africa and the creation of
wind power farms in the North Sea.

Reducing the EU’s external energy dependency

The era of cheap oil seems to be over with new
supplies increasingly remote, difficult to access and
more expensive to exploit. At the same time, the EU
will continue to depend on external sources for its
energy supply for a considerable time. Today this is the
case for 90 per cent of its oil supplies; 80 per cent of
its gas; and 50 per cent of its coal. Of its gas imports
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alone, 42 per cent are currently from Russia. There is
no chance of becoming energy independent, but the
EU must strive to increase its energy security by all
possible means.

To begin with, there is still considerable scope for
increasing gas production within Europe. The EU
should support and grow its domestic gas production
by opening new frontiers of potential gas resources,
by removing licensing barriers and by allowing invest-
ments in frontier areas, such as the Arctic. In addition,
there is significant potential to develop unconventional
energy sources such as tight gas and shale oil, for
instance in Central and Northern Europe.

These strategies must subsequently be backed up by
new endeavours to mitigate the EU’s vulnerability to
external shocks. This means establishing reliable and
lasting relations with its principal suppliers, Russia in
particular, while diversifying the supply routes and
methods, including alternative gas pipelines and devel-
oping liquefied natural gas imports. To this end, the
EU needs a common strategy and an assertive external
policy to better defend its interests in the international
arena.

Leading the fight against climate change

Climate change can only be addressed effectively at
the global level. The outcome of the UN summit in
Copenhagen was therefore a bitter disappointment as
its non-binding agreement is unlikely to be sufficient
to fend off dangerous global warming. Additionally,
Copenhagen has demonstrated that the EU still falls
short of being accepted as an indispensible interlocu-
tor and player at the global level — and this despite its
efforts to lead by example by committing itself to an
ambitious objective: reducing by 2020 its emissions by
20 per cent while increasing both its energy efficiency
and its share of renewables by 20 per cent as well.

Energetic refurbishment of buildings.
Photo: Gorres

This must not mean that the EU should downgrade its
efforts to become a leader in the fight against climate
change. On the contrary, in the follow-up negotiations
the EU should push for an agreement to make sure
that the pledges given at Copenhagen by developed
and developing countries are realised. In doing so, the
EU should defend its legitimate interests, ensuring that
the outcome of any new agreement helps sustain the
objectives of Europe’s economic and social model, for
instance through a targeted strategy of conditionality.
However, for this to happen, the EU must also do more
work at home. This includes improving the functioning
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of its carbon market, the largest such market in exist-
ence. It is now generally accepted that the carbon price
at the heart of this market is problematic and the emis-
sions trading system lacks the clarity and predictability
required by industry. Eventually, a price must be estab-
lished at a level which has the dual effect of dissuad-
ing carbon emissions while encouraging investment in
the development of viable, new, clean technologies.
This should go hand in hand with supplementing the
market mechanism with CO2 taxes. As some Member
States have already done, the EU must urgently coor-
dinate these fiscal measures in order to avoid market
distortions.

Furthermore, the EU needs to seize the economic oppor-
tunities of a transition to a low carbon, resource-efficient,
climate-resilient economy. This must include provid-

ing additional support, incentives and an appropriate
infrastructure to facilitate the creation of green industry
leaders. In a low carbon economy, many new industry
segments will emerge, such as electric vehicles, energy
efficiency solutions, water effectiveness services, biomass
generators, carbon capture and storage providers.
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Forests form an essential part of the landscape and of the local climate.
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Representing 1 per cent of global GDP redistribution,
there are important economic gains to be made in
this new economic area. While the EU continues to
be the global leader with 40 per cent market share in
renewable technology exports, the allocation of both
R&D resources and financing into these technologies
is clearly faster in China and the United States. The
EU needs to make sure that it can consolidate its lead
through appropriate increases in the reallocation of
resources and funding.

Finally, the agriculture sector, accounting for around 14
per cent of global greenhouse gas emissions, cannot
be spared. Forests and soils act as natural sinks for
carbon. Halting ongoing tropical deforestation, refor-
esting marginal areas of land and sequestering more
CO2 in soils through changing agricultural practices
would increase carbon sequestration. The EU should
therefore redirect CAP resources towards environmen-
tally-friendly agriculture and stockbreeding, taking an
active part in reforestation efforts both at the EU and
the international level.



INTERNAL AND EXTERNAL SECURITY:

THE ETERNAL CHALLENGE

Over the last twenty years, we have witnessed a shift
from a bipolar world order, followed by a brief “unipo-
lar moment” dominated by the US, to a gradually
unfolding multi-polar system. In this new world order
different centres of power coexist in a more unstable
environment. Old threats, including nuclear weapons,
persist in new forms (proliferation), while new threats
have emerged. These new forms of insecurity — which
include financial instability, environmental degradation,
energy dependence, organised crime and terrorism —
are more diverse, less visible and less predictable than
ever before.

Globalisation has also increased our sense of vulner-
ability by dissolving the boundaries between internal
and external forms of security. Armed conflicts in a
distant continent can threaten Europe’s internal stabil-
ity by causing large inflows of refugees. Likewise, weak
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cooperation on law-enforcement in European countries
can jeopardise efforts to combat terrorism abroad. All
security risks are in turn interlocked, with poverty and
instability in failing states becoming a breeding ground
for terrorism and other types of criminal activity.
Addressing 21st century security challenges therefore
requires global and anticipatory responses, which only
an actor the size of the EU can provide.

Towards a European Security Model

The EU has long committed itself to maintaining and
developing an “area of justice, freedom and security”
aimed at facilitating the everyday life of its citizens.
However, the terrorist attacks in the US in September
2001, Madrid in March 2004 and London in July 2005
clearly demonstrated the need for more effective and
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coordinated action at EU level to tackle terrorism and
other cross-border security problems. These include
human trafficking, the smuggling of persons and ille-
gal substances, money laundering, the exploitation of
women and children, natural and man-made disaster,
cyber-crime, intellectual piracy and, of course, corrup-
tion.

We now need to take decisive action and implement

a new 'European Security Model’. Drawing on the
vision and objectives contained in the recently adopted
‘Internal Security Strategy’, the model must prioritise
the interests of European citizens while addressing the
rapidly evolving challenges of the 21st century. It must
protect individual rights and freedoms; improve coop-
eration and solidarity between Member States; focus
on the causes of insecurity and not just the effects;
prioritise prevention; engage with citizens; and recog-
nise the interdependence between the internal and
external dimensions of security in establishing a 'global
security' approach with third countries.

To date joint action in this field has been hampered

by Member State resistance to sharing information

and coordinating policies in relation to law and order,
which remains one of the most political sensitive issues
in domestic politics. However, this resistance flies
against the wishes of European citizens, who want the
EU to become a more relevant security actor. It also
ignores the substantial instruments and resources that
the EU has acquired over time in the field of security,
not least through the recently adopted Lisbon Treaty.

Building a culture of cooperation: security as a
trans-national public good

The security challenges we are facing require a genuine
EU-wide approach, huge cooperation efforts, common
institutions and proper funding. A new culture of
cooperation is needed in numerous fields, including
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judicial cooperation, law-enforcement, border control
and health, social and civil protection. This will require
increasing the powers of existing agencies and instru-
ments, such as Europol, Eurojust, the Situation Centre,
Frontex and the Counter-Terrorism Coordinator. It will
also require setting up new bodies, such as a European
centre of good police practices.

In addition, the following issues should be prioritised:

— Improve systems for exchanging information in
relation to network funding, trafficking routes for
weapons of mass destruction (WMD), recovery
after terrorist attacks and long-term preventive
measures.

— Create a European civil reserve team of specially
trained units ready to be deployed at short notice,
shaped along the lines of the military component.

— Develop a more integrated external border
management system by reinforcing Frontex with a
European body of specialised personnel available to
support the Member States.

— Iron out inconsistencies in Europe’s Asylum System
in particular by standardising the definition of a
refugee.

— Create a unified visa policy and a European consular
service within the European External Action Service
(EEAS).

Eurocorps



Too often, policy formulation in this area is driven by
events, so a balance has to be found between advanc-
ing security and protecting individual freedoms and
human rights. Where to strike the balance between
these two inseparable elements will vary over time,
depending on circumstances, thus requiring on-going
political debate across the EU. Even in cases where
security risks are at stake, clear limits to accessing
personal data and constraints on exchanging them
should be strictly respected.

Above all EU Member States need to acknowledge
that internal security depends to a large extent on
securing a safe external environment. Cross-border
security challenges do not stop at the frontiers of the
EU. Enhancing the security and freedom of European
citizens will therefore require taking complementary
action beyond the EU’s borders.

External security:
overcoming the structural limitations

For over ten years now the EU has developed impor-
tant instruments under the concept of a Common
Security and Defence Policy (CSDP). These include

a Military Committee and Military Staff, perform-
ing early warning and strategy planning functions,
and a European Defence Agency. It also has access
to an array of civilian personnel trained to provide
assistance to local populations in conflict-torn areas
of the world. These civilian capabilities are increas-
ingly important for addressing what is now widely
known as "human security’ — the notion that national
and global security cannot be separated from the
well being of individuals and the communities where
they live.

So far, the EU has launched 22 observation, peace-
keeping and stabilisation missions worldwide. These
missions, frequently carried out in cooperation with

NATO, the UN and other international organisations,
have enjoyed the backing of a majority of European
citizens. However, when the total military spending of
EU Member States (about 50 per cent of the US mili-
tary budget) is compared to output (EU overseas force
projecting capabilities amount to only 10-15 per cent
of US capabilities), the system is clearly found wanting.
EU Member States fail to maximise the scale effect and
synergies which are needed to ensure the best global
performance.

Overall, the EU suffers from one overarching struc-
tural limitation: the fundamentally national nature of
European defence systems. Without military resources
of its own, the EU depends on the voluntary contri-
butions of its Member States and these are often
inadequate. National military resources are still often
based on territorial defence against a land invasion,
even in Member States where such an invasion is
improbable. In general, there is insufficient invest-
ment in the type of capabilities needed to respond
to new security situations (rapid deployment forces,
strategic air transport, helicopters, communications,
military police). .

With 1.8 million soldiers under arms — half a million
more than the US — the EU is not capable of deploying
a 60,000-strong rapid intervention force and it finds

it hard to deliver a 5,000-strong force for a Common
Security and Defence Policy (CSDP) mission. In fact, 70
per cent of European land forces are unfit to operate
abroad, when nowadays conflicts require deployable
and sustainable expeditionary forces.

In general, the nature and scope of CSDP missions
have tended to be piecemeal and forced by exigencies
rather than responding to an overarching plan or strat-
egy. Furthermore, the EU has no common funding for
its missions. Among the Member States there is no fair
burden-sharing, leading to disincentives against partici-
pating in military missions.
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This is also true of the civilian dimension of EU missions,
where less than half of the personnel committed by
Member States tends to be deployed, leaving missions
without sufficient stand-by specialised teams and expe-
rience on the ground. To remedy this, the EU must
encourage its Member States to respect their commit-
ments and create truly operative civilian rosters of
judges, policemen, engineers and other experts. This
would imply a truly operational and well-staffed Euro-
pean Operations Headquarters tasked with planning,
deploying and monitoring civilian/military operations
abroad.

The EU also has an economy of scale problem in rela-
tion to its industrial and technological arms market:
it costs Europe much more to produce far fewer
products than other arms suppliers like the US. The

EU must therefore develop a single European defence
market and joint procurement. The success of the

EU’s Single Market can and should be extended to the
defence field through the enhancement of the Euro-
pean Defence Agency and by lessening the barriers still
protecting national markets.

A European vision of collective defence

The Lisbon Treaty has provided a number of important
tools to help Member States resolve these challenges.
Through its innovative system of permanent structured
co-operation, the Treaty allows Member States to
advance in parallel and at different speeds in order to
achieve specific aims, depending on their willingness
and capacity. Pioneer groups of states will now be able

Soldier of the Kosovo Force (KFOR) talking to Albanian construction workers in Kosovo.
Photo: dpa, picture alliance, 13.12.2006
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to increase their ambition level in terms of the deploy-
ability, interoperability and sustainability of their forces,
allowing them to field more capabilities for CSDP,
NATO, UN and other missions.

The Lisbon Treaty should also enable Member States
to overcome shortcomings relating to the CSDP’s fund-
ing by calling for the deployment of an ‘initial fund’

to support common missions, which would then be
supported by the payment of ‘urgent funds’ during the
planning of operations.

However, whether one talks about increasing common
funding for CSDP missions, encouraging Member
States to volunteer more troops or fill the vacuum in
EU strategic planning, the main shortcoming facing
the EU in the defence field is the divergent strategic

outlooks which exist among and between Member
States. There is still no consensus in European capitals
about the overall purpose of increasing EU defence
capabilities..

The EU needs to agree on a long-term vision of EU
defence, which could be laid out in a White Paper with
clearly defined priorities in terms of threats, engage-
ment criteria and earmarked resources. This vision must
spell out a coherent division of responsibilities between
NATO and the EU, based on an objective assessment
of the comparative advantages of each. Unless EU
Member States are able to agree on a workable stra-
tegic concept for the EU, the latter will be unable to

fill the existing gap between the expectations of CSDP
and its operational capabilities and resources.
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EUROPE IN THE WORLD: BECOMING AN

ASSERTIVE PLAYER

If the EU is to deliver on its ambitious agenda, it will
need to become a much more assertive player on the
international scene. From increasing Europe’s economic
competitiveness to racing ahead in the knowledge
economy and providing its citizens with freedom and
security, the challenges at stake are global in nature
and only international strategies will be able to address
them.

Furthermore, as power shifts away from Europe and
the United States, the rules of international engage-
ment are themselves being redefined. In this turbulent
landscape, the EU can no longer afford to muddle
through. It needs to become a driving force in shap-
ing the new rules of global governance, or risk being
left behind. To advance purposively, it will also need
to champion an international environment that will
enable the EU to promote its agenda.

Defending European interests in a changing
world order

Over the last two decades, European countries have
made important gains from increasing global interde-
pendence. However, the financial crisis and instability
affecting food and energy prices have highlighted the
dangers of asymmetric dependence, particularly in rela-
tion to suppliers of scarce resources. Interdependence is
not just a fact, but our chosen way of life in a EU dedi-
cated to facilitate exchanges of all sorts.

Yet interdependence cannot be taken for granted. As
countries respond to the financial and economic crisis by
asserting their autonomy on a range of issues, the risk
of de-globalisation may become real. The EU must fore-
stall this eventuality by proactively defending an ideal of
responsible interdependence whereby the various actors
uphold their commitment to the sustainability of the
system.

Defending responsible interdependence will in turn
require a world where the major players support and
agree to work within a system of multilateral governance.
But this objective is based on a fragile consensus, for the
benefits of multilateralism are not always apparent to
states that did not play a role in shaping the institutional
architecture set up after the Second World War. A new
grand bargain therefore needs to be struck that takes into
account the concerns of emerging and existing powers
about the existing rules, while insisting on the importance
of multilateralism, inclusiveness, equity, sustainable devel-
opment, collective security, respect for human rights and
the rule of law and fair trade practices.

Finally, Europe will only thrive in a competitive world if
it promotes the key elements of a renewed European
growth model, based on competitiveness, inclusion,
social responsibility and environmental sustainability.
Other global players, in particular emerging economies,
will follow their own trajectories, making it all the more
important for the EU to identify shared interests and
common modes of operation through multilateral and
bilateral discussions.

In this context, the EU must build a global economic
strategy that takes into account the euro as the world’s
second reserve currency and deals with the negative
impact of global economic imbalances on Europe’s
competitiveness. The EU should work with its partners
towards more balanced and flexible monetary relations
and consider the possibility of a global partnership in
which countries wishing to peg their currency would do
5o against a basket of currencies rather than the dollar
alone.

In the short term, the EU agenda should prioritise the
promotion of ILO initiatives, such as the Global Social
Floor or the Decent Work Agenda, while ensuring that
they are in line with the principle of open markets.

It should also build on its solid commitment to “Fair
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Trade” to encourage other parts of the world to do
the same as an important contribution to international
solidarity.

Enhancing the EU’s toolbox

European citizens have expressed their desire for the
EU to take on more responsibility for their interests and
values on the global stage. But what sources of power
can the EU lean on in order to carry out this mission?
Member States should increasingly understand and
rely on the EU as a power multiplier, which helps them
achieve goals which they otherwise could not.

Yet a Union of 27 Member States pooling their sover-
eignty in order to reach common decisions is not an
obvious global powerhouse. The fact that EU decisions
on foreign policy are taken by consensus is widely seen
as a handicap. The EU’s power to influence depends
on our ability to overcome divergent national inter-
ests through the shaping of common positions. The
European Union must therefore persist in our efforts
to achieve greater coordination in order to speak with
one voice, or at least orchestrate our polyphony. In a
coherent way.

This process will take time, but must start by improving
the linkage between national and EU policies and by
Member States increasing their participation in collective
actions. Through the sharing of national perspectives
and experiences, these exchanges should make diversity
a strength for EU foreign policy, not a weakness.

The Lisbon Treaty has helped in a number of ways

to strengthen the EU’s foreign policy toolbox. For
instance, the enhanced cooperation procedure, if used
in moderation, can work as a palliative where diver-
gences remain on important issues. The new European
External Action Service (EEAS) should be fully devel-
oped and staffed with a view to helping the EU iden-
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tify its common interests and work out joint policies,
after due coordination of the national positions.

Nevertheless, the root of the problem remains: the
gap between the EU’s capacities in the areas where

it is entitled to act (economy, trade, development

aid, competition policy) and its lack of real common
instruments in the area where its original remit has
expanded: foreign and security policy. Compared to
the panoply of economic and legal instruments at the
EU’s disposal, its military and political instruments are
much weaker.

The EU as a continental hub:
maximising the power of attraction

For many people around the world, the EU remains a
critical reference point, an alternative model for tradi-
tional inter-state relations and a transnational commu-
nity of law which has brought prosperity and cohesion
to a region formerly torn apart by hot and cold wars.
This ‘soft power’ is the EU’s greatest asset. The EU
must become a continental hub through strategies of
inclusiveness and engagement. These strategies were
used with great success in the EU’s successive rounds
of enlargement.

The EU must stay open to potential new members
from Europe, assessing every candidacy on its own
merits and compliance with the membership criteria.
These are in fact the “true limits of Europe”. In line
with this policy of engagement and inclusiveness, the
Union must honour its commitments with regard to
the current official candidates, including Turkey, and
carry on with the negotiation process. At the same
time, it should offer far-reaching agreements to poten-
tial future candidates as an intermediate stage prior to
the launch of accession negociations.

The EU’s power of attraction must also remain the
centre-piece of its evolving neighbourhood policy.



Visit by Catherine Ashton (right), High Representative of the Union for Foreign Affairs and Security Policy
and Vice President of the EC, to Moscow, where she takes part in the Middle East Quartet meeting from left
to right: Tony Blair, Middle East Quartet Representative, Hillary Rodham Clinton, US Secretary of State,
Serguei Lavrov, Russian Minister for Foreign Affairs and Ban Ki-Moon, UN Secretary General.

It must develop an enhanced role in stabilising its
immediate surroundings by building on the existing
'European Neighbourhood Policy’, ‘Eastern Partnership’
and ‘Union for the Mediterranean’. These partnerships
should be used to create a regional space of democ-
racy, human rights, development and free trade. They
should also offer fair access to the EU market and ulti-
mately a space for the free movement of people to the
benefit of the EU and its partners. Moreover, the EU
should manage a strategic co-existence, modernisation
and region-building policy with Russia.

An open and inclusive approach must also be extended
to the EU’s cross-border cooperation with other regions,
including ASEAN, MERCOSUR or SADC. In these and
other relationships, the EU and its Member States must
take into account the perceptions, expectations and
concerns of the rest of the world. While the EU is widely
seen as an attractive example of regional integration, it
often squanders this potential by adopting a patronising
tone. We must use our reputation wisely and bolster our
credibility as a negotiating power.

Photo: European Union, 2010

Translating strategies into action

The impact of the EU’s external action will in large
measure depend on its ability to adapt to the many chal-
lenges it will face in the run up to 2030. Securing the
EU’s economic strength and internal cohesion will there-
fore be an indispensable condition for the EU to be able
to project its power externally. But when devising its
external position, the process of policy formulation must
not only be driven by events. There is an urgent need
for a common European strategic concept.

This concept should pull the EU’s diplomatic, military,
trade, and development policies together with the
external dimensions of its common economic poli-
cies (EMU, energy, transport, etc). Only by merging
all its available tools will the Union be able to act as
a transformative power and contribute to reshaping
the rules of global governance. By means of a White
Paper, which would be regularly updated, the strategic
concept would help to define the Union’s long-term
priorities and become the reference framework for
day-to-day external action.
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The EU is the greatest donor of foreign aid.

This could be done by setting up a European forecast-
ing and analytical unit, as part of the European Exter-
nal Action Service and working in close cooperation
with national centres under the principle of shared
intelligence. Such a unit would help focus attention
on the need to continuously revisit current policies.

In addition, a European diplomatic academy would
contribute to a sense of common diplomatic culture.

Only by developing such a strategic approach to its
external affairs will the EU be able to translate its huge
financial effort (the world’s largest by far) more effec-
tively into political leverage. It should use its structural
advantage to pursue smart development and trade
policies. For instance, the EU should pursue climate
change mitigation support in the poorest regions,
which climate change hits the hardest and which have
contributed the least to global warming. It should also
continue its effort to “trade away poverty”, especially
through agricultural imports. This will require politically
difficult decisions by European leaders, including bring-
ing the Doha round to a conclusion.

The strategic use of the EU’s varied tool-kit should
also allow it to become a more effective promoter of
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democracy, the rule of law and human rights. A policy
of conditionality that empowers democratic actors

and discourages the abuse of power by authoritarian
regimes must be used more wisely. This will require
holding discussions with civil society partners, includ-
ing associations of women and minorities, and not only
government interlocutors; bottom-up interventions to
bolster the rule of law around the world; and a more
consistent approach to election monitoring. In the next
two decades, this governance agenda must become
multilateral to the greatest extent possible.

Last but not least, it will be necessary to develop an
EU approach to global governance reform. The EU
should lead the reform effort to make international
institutions more legitimate and conducive to shared
responsibility, while promoting its own interests in the
process. This should include simplifying and bundling
together its representation, especially in international
economic fora. As long as single EU representation is
not achieved, EU members represented in international
organizations should previously coordinate their posi-
tions and defend them unanimously.



THE EU AND ITS CITIZENS

Throughout the history of European integration,

the relationship between the Union and its citizens
was mostly characterised by a “passive consensus”.
However, in recent years this relationship has begun to
change. Europeans have become more demanding of
the EU and also more critical of its performance, cast-
ing doubts on the legitimacy of the European project.
This was illustrated with a bang in the negative refer-
enda which took place in France and the Netherlands,
and subsequently in Ireland. Public ownership of the
EU will only return when our populations are confident
that their values and interests are better served by the
Union. Strengthening this sense of ownership must
become the driving force of all our collective action.

Taking good governance seriously:
sharing, explaining and delivering

Delivering “good governance” is by far the EU’s most
powerful means of ensuring the continuous commitment
and engagement of its citizens. Underpinned by the prin-
ciples of openness, participation, power sharing, account-
ability, partnership and effectiveness, good governance
must also conform to the principle of “subsidiarity” — the

notion that decisions should be taken at the most effec-
tive level and as close as possible to the citizen.

The EU endeavours to deliver on these principles
through a system of ‘multi-level governance’, where
competences are shared — rather than split — between
various levels of authority. In practice, multi-level
governance is a system of agreed, binding and cross-
cutting networks that operate between localities,
regions, national authorities and EU institutions, as well
as between labour and business associations and other
non-governmental organisations. By working through
these networks, and within their own communities
and municipalities, European citizens can have a say in
areas of importance for the future of the EU.

In a multi-level governance system, each level of
authority — the European, national, regional and local
— exercises its powers according to its respective statu-
tory responsibility. As such, the system is designed to
create the conditions in which Member States — irre-
spective of their size, population or economic weight

- can grow together, while respecting their national
cultures, languages, religions and regional and local
characteristics. At the same time, the system respects
the sovereign right of Member States to decide on the

Future expectation of the European Union 2030

«Would you say that you are very optimistic, fairly optimistic, fairly pessimistic or very
pessimistic about the future of the European Union?"

Very optimistic -T Very pessimistic

Don't know: 9 %

in %

Source: Eurobarometer 6/2009; EU 27
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modalities for the devolution of power within their
own borders.

The availability of multiple entry points through which
citizens can engage with the legislative process should
provide the EU with the legitimacy and flexibility it
needs to address the challenges arising from globali-
sation in a digital, interdependent, network-oriented
and open society. However, multi-level governance

will not provide the public with a sense of ownership
automatically. It is a complex system, which needs to
be harnessed, nurtured and above all communicated to
the public.

There is consequently a strong need for more trans-
parency and accuracy in the way we communicate EU
policy-making. The image of the EU which is conveyed
to the public must be balanced, reflecting both
strengths and weaknesses, rather than an idealised

or overly pessimistic account. Instead of focusing on

a communication policy which sometimes verges on
propaganda, it would be preferable to communicate
on policies, explaining frankly what is at stake and the
different options available. Not least, Member States
must be accountable for what they do in Brussels and
for what they do to implement EU decisions.

Yet, at the end of the day, good governance will be
judged by its results. The EU has already brought
numerous benefits to the lives of its citizens — for
instance through the Euro, cohesion policy, common
agricultural policy, Schengen — even if the credit for
these achievements is not always attributed to the

EU. But there is still a lot of work to be done. Surveys
consistently show that the public has high expectations
of the EU in such sensitive policy areas as security,
terrorism, energy and climate change as well as foreign
policy. The EU should rise to this challenge by develop-
ing new objectives and a more results-oriented ration-
ale. In short, it must avoid rhetoric and explain in plain
language how it adds value to its citizens’ lives.
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Using Lisbon’s new tools:
political citizenship in practice

Good governance and a stronger focus on output are
sine qua non for citizens to support the EU. Yet on
their own they might not suffice. In spite of all the EU’s
past achievements there is a worrying indifference, if
not disenchantment, towards the European project.
We can no longer ignore this challenge. We need to
refresh the pact between the EU and its citizens by
making use of the entire range of tools provided by
the Lisbon Treaty to galvanise the public’s support and
participation.

The Treaty of Lisbon reinforces the concept of ‘politi-
cal citizenship’ by opening up the possibility of a
popular initiative on legislative matters and increasing
the role of national parliaments. Time will show the
extent to which these innovations contribute to the
emergence of a European public space, increase politi-
cal awareness and strengthen the legitimacy of the
Union. Today, there is no true European political arena
and politics is likely to remain an essentially national
pursuit. But if the Union is to increase its legitimacy, it
must do its utmost to enhance European political citi-
zenship. To this end, the EU should:

— Develop political rights. The Lisbon Treaty’s current
provisions should be enhanced: firstly, by encourag-
ing Member States to grant voting rights in national
elections to nationals of other Member States after
a certain period of residence and tax payments;
secondly, by "Europeanising" European Parliament
elections through the introduction of cross border
lists; and finally, by using national parliaments as
conduits for the public to engage in European polit-
ical debates.

— Make elections more meaningful for citizens. Euro-
pean elections have until now failed to engage the
interest of citizens. If this is to change, citizens must
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At the 2009 European citizens' summit, citizens from all 27 EU Member States discussed the national

recommendations.

have more knowledge about EU policies; above all
they must be able to identify with European politi-
cians. For future European parliamentary elections,
the EU’s political parties should present truly Euro-
pean programmes and choose candidates for the
post of Commission president.

— Ensure more publicity and more transparency. This
is needed both in relation to high-level decisions,
such as the appointment of the permanent President
of the European Council and the High Representa-
tive, and in the day-to-day work of the EU. There
are numerous ways of achieving this, including more
systematic use of digital resources (e-governance);
the introduction of a European dimension in public
media; and providing incentives for private media to
broadcast programmes on the EU.

- Encourage greater European participatory democ-
racy. Civil society should be consulted as a matter
of course and on an ongoing basis in the legisla-
tive process. To this end, the Economic and Social
Committee and the Committee of Regions should
be consulted more systematically by the Commis-
sion and the Council.
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Fostering ownership and identification:
a bottom-up approach

If we want citizens to take full ownership of the Euro-
pean project, the EU needs a shared understanding of
its history, its day-to-day realities and its future. The
historical origins of the EU, born out of the ashes of the
Second World War, are well known. This knowledge
must be nurtured and promoted, not only to prevent a
return to the brutality of the past, but also to provide a
reference for the rest of the world.

The Lisbon Treaty also provides a comprehensive set of
rights and benefits for citizens to enjoy in their day-to-
day life. Based on the principle of non-discrimination,
this ‘social’ dimension of European citizenship includes,
among others, the right to move, reside and work freely
within the territory of the Member States, and the
mutual recognition of qualifications.

Unfortunately, protectionist or corporatist reflexes
within Member States still regularly prevent EU citizens
from enjoying these rights. Action should be taken on
four fronts in order to address this problem:
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Strengthen information services provided by local
authorities to raise public awareness of the rights
and benefits associated with EU citizenship.

Create a specific administrative instrument that
would provide proof of European citizenship for indi-
viduals to use on a voluntary basis in order to access
residence, employment and social security rights.

Provide citizens with the option of resorting to a
European legal status (the “28th regime”) which
would apply to contractual relations in certain areas
of civil or commercial law alongside the current 27
national regimes.

Establish a system for evaluating the impact of EU
law, making full use of the Commission’s powers in
this respect, and develop measures to strengthen the
enforcement and application of EU law at national
level. The European Parliament and national parlia-
ments should play a leading role in this process.

If properly implemented, these measures will enhance
the public’s appreciation for European law and institu-
tions, but they will not in themselves create a “sense
of belonging” to the EU. This can only develop over
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time, in particular among Europe’s younger generations.
Schools can play a crucial role in fostering identification
with Europe among children, by providing instruction

in European languages, using text books on Europe'’s
common cultural heritage, and offering courses on
European citizenship. Exchange programmes, based on
the hugely successful example of ERASMUS for univer-
sity students, should be extended to include primary
and secondary school exchanges as well. A “European
civilian service”, designed and implemented in coordina-
tion with Member States, could also offer young people
a platform to contribute to missions of general interest
inside and outside the EU.

We all have multiple identities which include local,
regional and national elements. There is no doubt that
these primary forms of identity will remain the key refer-
ence points for citizens for a long time to come. But
these elements have to go hand in hand with an emerg-
ing ‘European’ identity based on shared understandings
of EU’s history, the practical benefits deriving from EU
citizenship, and a common vision of Europe’s future and
place in the world. It is only by clearly spelling out the
EU’s common agenda and purpose in the 21st century
that our citizens will develop a stronger sense of owner-
ship of the European project.



BUILDING ON THE EU’S STRENGTHS

Many people still see 2030 as a date far into the future
and dismiss the validity of predictions. But we should be
under no illusion. The world is experiencing a period of
rapid and far-ranging global transformations which will
continue to have a significant impact on the lives of our
citizens. The last twenty years may have only provided

a hint of what the future has in store. The next twenty
years are bound to accelerate and exacerbate many of
the trends we are witnessing. Think long-term but act
with determination now — this message must shape
European policy-making in the current age of insecurity.

In the coming years, the EU will need to pursue an ambi-
tious agenda. It will need to bring the EU, its Member
States and its citizens closer together; renew Europe’s
economic and social model at a time when internal and
external forces challenge its sustainability; create the
knowledge society by empowering the individual; make
the most of changing demographic patterns and immi-
gration; turn energy scarcity and climate change into
opportunities for societal and economic development;
strike the right balance between freedom and security;
and contribute to shaping the world so that Europe’s
values and interests are safely taken care of.

A common agenda and vision
for Europe’s future

These goals and ambitions will require a step change
in the approach of national governments to the EU.
Too often they fail to realise that, in an increasingly
interdependent and multi-polar world, their long-
term interests are best served by pursuing them at the
European rather than national level. They have failed
to mobilise the support and participation of citizens
which is essential to the legitimacy of the project.
More often than not Member States have withdrawn
into themselves, focussing only on their national inter-
ests, to the detriment of the wider European interest.
The EU urgently needs a shared understanding of how

to realise its ambitious agenda. It needs to identify the
measures required to adapt to the global era, and the
costs and implications of standing still. In short, it needs
to communicate a common vision of how Europe can
secure its future. The choice we face is therefore clear:
build on the strengths of the EU and use its collective
weight to become an assertive and relevant player in
the world, or cultivate fragmentation and contemplate
the possibility of absolute decline in a world where the
rules are defined by those who matter.

In the interest of our citizens

Europe’s strengths are real. With the biggest market
on earth, a quarter of the world's trade and the donor
of two thirds of development aid, the EU matters. It
offers a joint infrastructure providing citizens with a
wide array of rights, services and opportunities. EU
policies and programmes have helped to create an
interconnected policy area spanning communications,
transport, social questions, research and education. By
organising and regulating these so called “common
spaces”, the EU acts as an enabler of activities for its
citizens, companies and governments.

The EU also inspires positive perceptions. The Union

is one which many aspire to join, either by accession

or immigration. It boasts an excellent quality of life,
reflected in some of the highest life expectancy figures
in the world. The EU governance model — “governing
in partnership” —is an example of effective regional-
ism: a common public space with pooled sovereignty
and capacity to define common interests, strong insti-
tutions and the primacy of the rule of law. It has sound
underlying strengths: political stability, solid legal foun-
dations, achievements in social and economic cohesion
and rich cultural and ethnic diversity.

The EU is more than a common market. It is also a
union of values, embodied in a commitment to human
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rights, peace, freedom and solidarity. These values have
universal significance. With the support of European
citizens, scientists and politicians at all levels, the EU
can lead international efforts to address major global
challenges, including social cohesion, climate change,
sustainable development, and peace between nations.

Last but not least, the EU has the capacity to think and
act in the long-term interests of European citizens.
Member states are frequently constrained in their
actions by day-to-day political realities which militate
against long-term planning. European policy-making is
less prone to these short-term pressures, and thus has
more scope for introducing new proposals. With the
adoption of the Lisbon Treaty, the EU now also has the

tools it needs to put its proposals into action, including
enhanced cooperation and simplified revision proce-
dures. Now more than ever, the EU is able to focus on
the long-term interests and needs of its citizens.

So the question before us is this: can we build on the
strengths of the Union to our common advantage?
Globalisation and the re-balancing of power in the
world provide an important new rationale for joint

EU action. But only on solid foundations can the EU
become an actor to be reckoned with on the global
scene. This mission requires political courage and
collective ambition, solid pragmatism and a clear sense
of ideals worth fighting for. At home and abroad. Let
us pave the way. Together. Now.
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