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|-+« Stockholm’s missed opportunities s

Europe must pick up the pace of economic reform if it is to compete successfully with other continents, argues Peter Mandelson

uropean economies
must reform them-
selves. or our conti-
nent will not
achieve its potential for
rrowth and prosperity in the
next decade. 1 Dbelieve
strongly that reform is vital
for jobs and businesses
throughout the European
Union and that it is time
national governments gave

reform the priority it
deserves.
Last month's Stockholm

summit was a missed oppor-
tunity after the successes of
Lisbon. Vested interests too
often won out. In resisting
the need for greater liberalis-
ation in energy markets, and
in failing to resolve the sin-
gle European sky initiative,
the EU diminished its poten-
tial We need to do better.
To get to grips with
reform. the EU must con-
front three central economic
and social challenges. First,
increase the number of
people in work. Second, raise
productivity to match that of
the US. Third, modernise the
European social model.

Since 1975 the EU employ-
ment rate has declined from
64 per cent to 61 per cent; in
the US it increased from 62
per cent to 74 per cent.
Europe has not vet created
the right balance of incen-
tives, opportunities and obli-
gations to find work. Mem-
ber states throughout the EU
need to bite the bullet of
greater conditionality for
benefits: claimants must
demonstrate that they are
making every effort to get
paid work and acquire skills.

In return, the state has a
duty to provide training of
the highest quality. espe-
cially focusing on new tech-
nologies but not ignoring the
low rates of basic numeracy
and literacy among economi-
cally inactive groups. Britain
is making progress but there
is still more to do.

Member states must imple-
ment further tax-benefit
reform. We have to make
work pay by subsidising low-
skilled labour, topping up
low-skilled workers' pay,
combined with a decent min-
imum wage.

On productivity, Europe
has to face up to its poor
performance. The US has
achieved per capita growth
in gross domestic product of
18 per cent since 1990, com-
pared with 13 per cent in the
EU. Notwithstanding Wall
Street's recent troubles,
America remains well ahead
in high-technology invest-
ment. especially for hard-
ware, software. business ser-
vices and telecoms.

To close the productivity
gap Europe needs a more
focused and better net-
worked research and devel-
opment effort, encouraging
many more regional eco-
nomic clusters where univer-
sities. research institutions
and companies collaborate to
share knowledge and
develop new products.

It is vital that there are no
more delays in economic lib-
eralisation. We need fully to

open up European e-com-
merce, energy and telecom-
munications markets and do
the same for pension and
venture capital funds.

In the long term. Europe
will increase its productivity
rate only if member states
invest seriously in lifelong
retraining. Education
systems must create many
opportunities for citizens to
enhance their skills and
knowledge throughout their
lives. The value of learning
must become more central to
our cultures and we must
close the gap between the
information rich and poor.

The final challenge is
reform of the European
social model. While there are
significant national varia-
tions, the common assump-
tion since 1945 was that the
state could protect workers
from the calamities of eco-
nomic change through mac-

rocconomic policy, public
ownership, subsidies,
regional planning and wage
bargaining agreements with
the trade wunions. This
turned out to be over-
optimistic and eventually it
became counter-productive.

European societies need a
new philosophy of the role of
the state. First, governments
require an approach to eco-
nomic restructuring that
encourages sectors where
Europe's relatively skilled
workforce can really pros-
per, by raising individual
skill levels and employabil-
ity. Propping up industries
that are not in the long term
competitive will only inflict
greater damage on European
economies.

Second. we must promote
a modern concept of trade
unionism. The value of
social partnership is not con-
fined to the mass-production,
industrial economy. Social
dialogue is crucial for the
service-based economy, inc-
luding small and medium-
sized businesses and new
entrepreneurs.

Finally, we need a modern-

ised social model that

extends to quality of life !

issues: encouraging family-
friendly employment prac-
tices. striking the right
work-life balance. alongside
proper emphasis on learning
and anti-discrimination mea-
sures. These may not be tra-
ditional aspects of collective
bargaining - they are about
citizenship as much as
employment - but the Euro-
pean social model must take
them seriously.

We have the opportunity
to pick up the pace of eco-
nomic reform in Europe at
the Barcelona summit next
March, creating renewed
momentum after Stockholm.
We should be thankful that
the Spanish presidency can
once again invigorate the
cause of reform.
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