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Main Issues

It seems that the draft Presidency Conclusions of the forthcoming Spring European Council (1) repeat many of the previous plans and intentions which have become current in the last four years since the launch of the Lisbon process.

A recent EPC study (2) sees Lisbon as defining the long-term growth strategy of the EU. It believes that “the policies for employment, social protection, and social inclusion aim at reforming the European social model to safeguard its sustainability”.

These documents raise a number of important issues: 

· To what extent is the Lisbon analysis flawed in that the ends and the means are mixed, so that the end effects become objectives rather than outcomes? Employment growth is the outcome of economic growth which is in turn the product of entrepreneurial activity.  Entrepreneurial activity as the driver, and the incentives that are needed are treated as an almost marginal issue not the central mechanism in the EU economic growth model.

· To what extent is the EU social model changing? The Rhineland corporatist model has been criticised at national level as the origin for grid lock and lack of movement to reform labour markets. But is the Rhineland model really in retreat at EU level? The draft Presidency conclusions show that it is still the central mechanism to which the Commission is looking to achieve change. Surely there is an inherent conflict between the business agenda and the unions’ agenda, which needs to be faced up to squarely, without any fudging, especially by the Commission. Can the actors identified to have key roles in fact produce the required results? Or is this misplaced “planism”?

· Is there any evidence that the incentives needed for SMEs to take risk by employing people are being addressed? The better regulation themes need to be strengthened – also at national level. Looking at the output of the EU institutions own major initiatives such as the part-time work directive and REACH  - they do not take account of the extra burdens on small business. What needs to be done to reduce the indirect costs and administrative burden on small employers and to reduce entrepreneurial risk? 

· One of the main hopes to raise economic growth in the EU is through enlargement and the freedom of movement of workers. To what extent is this in fact being suppressed by organised labour in key markets, leading to outcomes which will cause political frictions with the new member states and inhibit EU growth potential?

These are some of the questions which need to be addressed on the eve of the next Spring European Council. The debate builds on the conclusions reached at the EIN meeting at the El Escorial in September and looks forward to the appointment of the new European Commission in November 2004.

(1)  European Council  25-26 March 2004: Annotated Draft Agenda. (17 February 2004; 6351/04)

(2)  A Good Quality Finance Rule: EPC Issues paper No12 (6 February 2004).
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