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Beyond lifeboats: building a 
new economic order
Europe now has the time and opportunity to carefully construct a system of enhanced economic governance. 
Fiscal adjustments should work hand-in-hand with structural reforms. The Europe 2020 strategy remains essential.
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He noted that the EU works 
under many political constraints. 
Coming up with a plan is one 
thing, getting it adopted is 
another.

Policy instruments were shown 
to be insuffi cient, however, so 
the EU had to improvise. “We 
built a lifeboat at sea,” said Van 
Rompuy, “and anybody who ever 
t r i ed  knows 
that this is not 
easy.”

In  the  f ina l 
stage of the cri-
sis, the EU has 
again shown 
a remarkable 
c a p a c i t y  t o 
improvise. To 
deal with the Greek debt crisis 
and prevent its spread, Member 
States committed to use “the full 
range of means available to pro-

tect the euro”, and the ECB 
and the Commission acted 
in concert with the IMF.

According to Van Rompuy, 
every change requires 
time, however, and by 
rescuing Greece the EU 
has bought itself time 
for reflection and time 
for action.

Lessons from 
the crisis

The crisis has under-
lined the importance 
of fi scal sustainabil-
i ty. “Sustainable 
growth needs a 

fiscal consolidation strategy,” 
according to Elena Salgado, 
Spanish fi nance minister. Salgado 
also said that the crisis had 
revealed the need to strengthen 
EU governance and to identify 
new instruments needed to deal 
with divergences.

Commission President José 
Manuel Durão Barroso acknowl-

edged the 
n e e d  f o r 
closer eco-
nomic sur-
v e i l l a n c e 
and coordi-
nation but 
noted that 
in spite of 
the  d i f f i -
culties the 

EU had somehow managed to 
combine community and inter-
governmental measures. “The 
community method has worked 
and is producing results,” he 
stated, referring to the Greek 
debt crisis.

The importance of 
structural reforms

All three speakers empha-
sised the importance of struc-
tural reforms. Such reforms 
are needed, they concluded, to 
intensify competition and inno-
vation, and enhance social and 
economic cohesion. Moreover, 
according to Barroso, “fiscal 
adjustments are more successful 
when combined with structural 
reforms.” He underlined that “it 
is impossible and indeed irra-
tional to separate the Stability 

and Growth Pact from structural 
reforms.”

Van Rompuy put it most plainly. 
“We cannot solve our budgetary 
problems without more economic 
growth,” he said. The Europe 
2020 strategy remains absolutely 
essential, according to all three 
keynote speakers.

The state of European 
integration

The crisis also offers political les-
sons regarding European integra-
tion. Van Rompuy noted that the 
dilemma of being a monetary 
union and not a full-fledged 
political union has become vis-
ible to the general public for the 
fi rst time. This will force govern-
ments to act. 

Van Rompuy does not expect the 
dilemma to disappear, however. 
“Europe will stay in the realm of 
squaring the circle between the 
EU and the Member States, albeit 
at a higher level,” he said.

According to Barroso, however, 
“We cannot be selective when it 
comes to European instruments, 
if at the end we want a com-
mon approach where fairness is 
essential.”

“We have now reached a point 
where stumbling itself could 
be awkward,” cautions Van 
Rompuy. “Therefore we need 
prudence as much as courage. 
The next steps will determine 
the fate of our monetary and 
economic union.” 

“I’m going… 
are you?”

Europe must pursue f iscal 
consolidation, structural reform 
measures and low-carbon, green 
growth to cement its recovery 
from economic and financial 
crisis and lay the foundations for 
a healthier economic future. That 
was the message from European 
Commissioner for Economic and 
Monetary Affairs Olli Rehn in his 
welcome address to a packed 
auditorium on the fi rst morning of 
the 2010 Brussels Economic Forum.

VIEWPOINT | REHN PLACES SMART AND SUSTAINABLE GROWTH AT HEART OF POST-CRISIS VISION

Olli Rehn opens the 2010 Forum – says healthy 
economic future is within reach

Towards the post-crisis world

Rehn explained that the title of 
this year’s Forum – “Strategies 
for a post-crisis world” – might 
seem out of touch with the 
current ‘crisis mood’ but it had 
been consciously chosen as a 
sign of confi dence that Europe 
would put the crisis behind it. 
The European economy was 
now recovering from its deepest 
recession ever, Rehn recalled, 

though the recovery was still 
modest and fragile.

Policy challenges

Rehn stressed that, beyond the 
immediate fi re-fi ghting, Europe 
needed to focus on laying the 
foundations for sustainable and 
‘smart’ economic growth for the 
future. Fiscal consolidation was 
among the key policy challenges, 
along with structural measures 

to lift potential growth and the 
capacity to create jobs. Europe 
must also be ‘ahead of the curve’ 
in striving for a ‘green’ economic 
transformation. Backed up by 
stronger European economic 
policy coordination, a ‘virtuous 
circle’ of sustainable growth, 
sustainable public fi nances and 
high employment was 
within reach.  

The photos of all the 
seven fi nalists are on 
display in the conference 
mezzanine area (2nd fl oor) 
and can also be seen on 
the competition website: 
http://euroinphoto.eu/
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It is irrational to 
separate the Stability 

and Growth Pact from 
structural reforms

 We stumbled but we 
did not fall ,” said 
Herman Van Rompuy 

in the keynote address opening 
the Brussels 

Economic 
Forum. 

“

are you?”

Yesterday, Commissioner Rehn 
announced the winner of the 
photo competition “The euro: What 
does it mean to us?”, organised by 
DG ECFIN. The Portuguese team 
won with a photo entitled “I’m 
going....are you?” 

Their picture is an appeal to 
countries to adopt the euro. It 
shows a young man crossing a 
bridge to an attractive, innovative 
land of opportunity, the euro area. 
The winning team, ‘Os matadores’ 
from the city of Aveiro, consisted of 
Elisa Tavares (17), Mariana Oliveira 
(18), Mário Ferreira (17), and their 
leader, Maria Helena Coutinho, a 
teacher. The other finalists, in 
order of ranking, were Lithuania, 
Hungary, Germany, Poland, France, 
and the Czech Republic.  
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FROM THE SESSIONS | CITIZENS “BAFFLED” BY HURRIED REFORM

Europe is still in the grips of an 
economic whirlwind
Forum speakers were not optimistic the EU was over the worst of the crisis and could look forward to a return to growth.Forum speakers were not optimistic the EU was over the worst of the crisis and could look forward to a return to growth.Forum speakers were not optimistic the EU was over the worst of the crisis and could look forward to a return to growth.Forum speakers were not optimistic the EU was over the worst of the crisis and could look forward to a return to growth.

While the 2010 session of 
the Brussels Economic 
Forum went under the 

heading ‘Strategies for a post-cri-
sis world’, several of the speak-
ers on day one pointed out that 
the title had been overtaken by 
recent events.

The emergency rescues of both 
Greece and the single currency 
has left both politicians and reg-
ulators with the belief that rather 
than exit the crisis, the European 
Union has simply entered a new 
phase.

“We are not out of the woods,” 
sa id  Ol l i  Rehn , European 

INTERVIEW | V. SHANKAR 

Emerging Asia – Stronger 
but still part of an 
interdependent world

Compared with the OECD 
countries, how has Asia fared 
during the crisis?

Asian economies, though not 
de-coupled, were better insu-
lated. Their credible monetary 
and prudent fi scal policies, com-
bined with huge foreign reserves, 
have helped them make a quick, 
V-shaped recovery. However, hot 
money inflows and domestic 
credit expansion could fuel an 
asset bubble.

Has the crisis permanently 
altered the economic balance of 
power between the developed 
and emerging countries?

Yes, this is refl ected in the replace-
ment of the G-8 by the G-20. The 
crisis has highlighted the stronger 
fundamentals of the major emerg-
ing markets as well as the degree 
of global interdependence today. 
The West still accounts for two-
thirds of the global economy. So 
if the West does not grow, the 
emerging markets can’t either.

Have fi nancial reforms gone far 
enough to prevent or suffi ciently 
diminish the risk of another 
fi nancial crisis?

There has been a lot of debate on 
reforms but, as yet, little has been 
implemented. The real danger is 
that the pendulum swings too far. 
You can have an extremely safe 
banking system at the expense 
of an extremely unsound econ-
omy, because banks can’t lend 
enough or innovate! And, let us 
not forget the unintended con-
sequences of regulation - wit-
ness what happened with Off 
Balance Sheet vehicles.

Are global macroeconomic 
imbalances a problem which 
must be addressed? 

Yes, imbalances need to be 
addressed. This can take the 
form of: 1) a focus on new 
trade corridors (more South-
South or East-East trade), and 
2) East Asian countries (and 
Germany) generating higher 

levels of domestic consumption. 
The latter will take 

time, as savers 
don’t become 
spenders in a 
hurry. 

V. Shankar is CEO for Europe, Middle East, Africa 
and the Americas at Standard Chartered Bank and 
previously worked for Bank of America in Asia and 
the US. He presents an emerging country and private 
sector perspective on the crisis.
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Commissioner for Economic and 
Monetary Affairs.

“Strategies for a post-crisis world 
looks a little bit optimis-
tic today,” said Herman 
V a n  R o m p u y , 
President of the 
European Council.
Focus, all agreed, 
has  moved on 
f r o m  b a n k -
ing rescues  to 
sovereign debt. 
P r e s i d e n t  Va n 
Rompuy underlined 
that today’s diffi culties 
needed perspective. It 
was not, he said, the equivalent 

of the outbreak of the Second 
World War.

But there was never theless 
a sense of foreboding 

noticeable in several 
of the speeches.

Richard Baldwin, 
p r o f e s s o r  a t 
t h e  G r a d u a t e 
Institute, said the 
northern Atlantic 
banking crisis 

was “def i -
nitely not 

over”.

John Berrigan, 
E u r o p e a n 
C o m m i s s i o n 
director for mac-
rofinancial sta-
bility, concurred. 
“There is quite a 
bit more to come 
in  th i s  c r i s i s ,” he 
said, adding that there 
could be a “non-linear” path 
to recovery involving “negative 
feedback”.  The liquidity crisis 
behind the sovereign debt cri-
sis could conceivably lead to 
another banking crisis, he said. 
Any downgrade to sover-
eign debt ratings would 
affect the ability of 
banks to borrow 
money.

The Greek rescue 
package had only 
had a “short-lived 
impac t  on  t he 
markets” admit -
ted Elena Salgado, 
Minister of Economy 
and Finance for the cur-
rent EU presidency, Spain.

Sharon Bowles , chair 
o f  t h e  E u r o p e a n 
P a r l i a m e n t ’ s 
E c o n o m i c  a n d 
Monetary Affairs 
committee, said 
that the general 
public had been 
left “baffled” by 
the enormity of a 
crisis. Politicians 
had moved ahead 
at such speed with 
their reform proposals 

that there was now 
a big “disconnect” with 

ordinary citizens, she 
said.

Crisis spurs 
greater 
convergence.

On the plus 
s i d e ,  t h e 

f i n anc i a l 
whirlwind 

was respon-
sible for spurring 
the EU and the 
euro area in par-
ticular into tak-
ing ever-bolder 
steps towards eco-

nomic conver-
gence. Only 

n o w  w e r e 
Member States 
prepared to give 
the EU’s statisti-
cal arm Eurostat 
the required audit 
powers, European 
C o m m i s s i o n 

P r e s i d en t  J o s e 
Manual Barroso said.

But on the negat ive 
side, few speakers were 

Government debt in the EU,
the euro area and selected
EU Member States

Recent research has established a link between debt and economic growth, 
showing that high levels of debt relative to GDP are associated with signifi cantly 
lower growth outcomes in both advanced and emerging economies. Given the 
high debt-to-GDP ratios projected for the EU and many Member States, debt could 
well act as a drag on economic growth going forward, thus reinforcing the need to 
restore order to public fi nances as soon as possible.
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“The revealed risks have to be 
addressed in order to avoid new 

imbalances from forming.”
ELENA SALGADO

SECOND DEPUTY PRIME MINISTER AND MINISTER
OF ECONOMY AND FINANCE, SPAIN

optimistic about an early 
return to growth. If any-

thing, optimistic claims 
of emerging from 
crisis were consid-
ered misplaced. 
“For Europe, the 
crisis has turned 
out to be much 
worse than origi-

n a l l y  t hough t ,” 
s a i d  M a r c o 

Annunziata, chief 
economis t  w i th  the 

Unicredit Group.

Over the coming years, capital 
accumulation and productivity 
growth are likely to improve 
only slowly, predicted András 
Simor, governor of the Magyar 
Nemzet i  Bank. Dif f icul t ies 
accessing credit continues to be 

a brake on the private sec-
tor, he said.

There was some 
discussion of the 
focus markets are 
now placing on 
the euro area . 
Was this focus 
j u s t i f i ed  when 

n o n - e u r o - z o n e 
countr ies  are in 

similar predicaments? 

But all participants were in 
agreement that EU governments 
only had themselves to blame. 
Many governments failed to take 
advantage of the good times pre-
ceding the 2008 crash to reduce 
their debt. Without resolute 
action to improve regulation and 
supervision there was a danger 
that this crisis – the worst in liv-
ing memory – could lurch from 
one unhappy event to another.

10% 
is the forecast annual 
growth of the global 
market for environmental 
technologies over the 
coming years.

Source: European Commission, European Economic Forecast – Spring 2010.
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coming years.

Green industries 
already account 
for 2.2% of 
Europe’s GDP and 
directly employ 
3.4 million people 
– more than the 
pharmaceutical 
industry.
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FROM THE SESSIONS | GREEN TECHNOLOGY “NO LONGER A NICHE”

Going green makes business 
sense, says Hedegaard
While the EU’s green policies are still on track, the Forum heard of new hurdles to raising fi nance. 

Tackling climate change is 
not just about saving the 
planet – it can make good 

business sense, European Union 
climate action Commissioner 
Connie Hedegaard told the 
Brussels Economic Forum.

Quick implementation of wise cli-
mate policies could help the EU 
save money by reducing fossil 
fuel imports, thereby improving 
energy security.

The right policies will also keep 
the EU at the cutting edge of 
booming green technology 
industries.

“This is no longer just a niche,” 
she told the Forum. There are 
already 3.4 million jobs depending 
directly or indirectly on Europe’s 
environmental industries. “Global 
competition for green growth is 
getting fi ercer,” she underlined. 
“We are not as alone in the world 
as we used to believe.”

China, for example, is now top of 
the league for wind power instal-
lations, while China and Taiwan 
are together the biggest photo-
voltaic cell producers. “If we stand 
still we will lose out frontrunner 
status,” said Ms Hedegaard.

While recognising that the eco-
nomic and fi nancial crisis is the 
number one priority in Brussels, 
the Commissioner said there 
was not necessarily a trade-off 
between going green and main-
taining growth in the traditional 

sense. She used Denmark, her 
home country, as an example. 
Decisions made back in the 
1970s to diversify away from 
fossil fuel imports and improve 
energy effi ciency have since led 
to roughly stable energy con-
sumption without negatively 
affecting growth, she said.

Will the Commission go for 
30% emissions reductions?

The European Commission is 
now in the throes of a debate as 
to whether to propose increas-
ing from 20% to 30% the 2020 
target greenhouse gas emissions 
reductions set back in 2008. What 
are the implications? What are the 
costs?

The crisis, while almost uni-
versally bad news, has actually 
brought the EU closer to its cur-
rent targets, the Commissioner 
told Forum attendees. It has 
reduced emissions and depressed 
the carbon price within the emis-
sions trading scheme.

Sticking to the 20% reduction 
target could make it diffi cult to 
meet much deeper targets set 
for 2050, Ms Hedegaard said.

O t h e r  s p e a k -
ers described 
the hurdles 
green tech-
nologies will 
face in the post-
c r i s i s  wor ld . 
T i g h t e n i n g 

government budgets and diffi-
culties accessing credit will lead 
to “major investment challenges”, 
said Thomas Barrett, a director 
with the European Investment 
Bank. There had, he said, been a 
“signifi cant collapse in the avail-
ability of funding”.

Jennifer Morgan, a director with 
the World Resources Institute, 
said “innovative fi nancing meas-
ures will be crucial”. The US saw 
the EU’s lead in green technolo-
gies as a threat, it was reported.

Joëlle Chassard, a manager with 
the World Bank, said fi nancing 
needs to combat climate change 
would be “massive” – hundreds 
of billions of euros – of which 
only a tiny portion – around 
5% – was currently available. 
“There is no silver bullet,” she 
said. “The mitiga- tion path 
for China will be very 
d i f fe r en t from the 
mitiga- tion path for 

Brazil.”

Speakers agreed that 
funding climate action 

faces new chal lenges . 
Some renewable solutions, Mr 

Barrett said, were “inordinately 
expensive”. While raising fi nance 

from banks was likely to be an 
“uphill struggle” there was some 
optimism that new, shared fi nan-
cial instruments could be found to 
keep policy on track and the EU 
at the forefront of the great green 
revolution.  

Going green for a brighter economic future?
Day 1 of the Forum saw a panel of experts look at the role green technologies could play in economic growth.

Experts speaking on the first 
afternoon of the 2010 Brussels 
Economic Forum said that 
deploying green technologies 

could help Europe to both tackle 
climate change and achieve 
sustainable economic growth. 
However, the shift to a ‘green’ 

“We proved again that the EU is more than just an 
international organisation. It’s something that the Member 
States want to defend and project into the future”

JOSÉ MANUEL DURÃO BARROSO
PRESIDENT OF THE EUROPEAN COMMISSION
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ures will be crucial”. The US saw 
the EU’s lead in green technolo-
gies as a threat, it was reported.
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the World Bank, said fi nancing 
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Speakers agreed that 
funding climate action 

faces new chal lenges . 
Some renewable solutions, Mr 

Barrett said, were “inordinately 
expensive”. While raising fi nance 

Is tackling 
global 
warming 
a business 
opportunity 
for Europe?
Tackling global Tackling global 
warming is a huge warming is a huge 
business opportunity, business opportunity, 
at least according to at least according to 
participants on the participants on the 
panel in Session II.panel in Session II.

Ivan Hodac, Secretary-General 
of the European Automobile 
Manufacturer’s Association, 
noted that European automak-
ers are already technology 
leaders in sustainable mobility. 
According to Hodac, the share 
of cars with emissions of over 
160 grams has tumbled from 
80% in 1995 to less than 25% 
in 2010.

Laurent Blanchard, Vice–
President for Cisco Systems 
Europe, said that the con-
vergence of more traditional 
industries and information is 
creating huge opportunities. 
“This is not science fiction, 
this is reality,” said Blanchard, 
no t ing  tha t  C i sco  a l ready 
implements telepresence and 
other technologies in projects 
throughout Europe.

J a c q u e s  D e l m o i t i e z , 
P r e s i d e n t  o f  B A S F 
Polyurethanes, noted that the 
building sector has the most 
cost-effective abatement poten-
tial, and that polyurethane is 
a highly efficient insulation 
material which can save more 
than 100 times the energy that 
was used in its production.

Means vs. endsMeans vs. endsMeans vs. ends
While participants agreed on 
the oppor tunity, they disa-
greed s l ight ly on the best 
means to grasp it. Christine 
Lins, Secretary-General of the 
European Renewable Energy 
Council, advocated raising the 
EU’s 20-20-20 target to 30%. 
“Our new energy s t ra tegy 
should take us up to a policy 
horizon of 2050. It is possible 
to generate 100% of energy in 
renewables,” she said.

Delmoitiez and Hodac were 
both against raising the target, 
and Hodac warned that “the 
EU must not open our market 
in such a way that production 
moves to China or Korea.” 

Both Hodac and Delmoitiez 
a d vo c a t e d  a  t e c h n o l o g y 
n e u t r a l  a p p r o a c h .  G e r t 
J a n  K o o p m a n ,  D i r e c t o r 
for  Economic Services and 
S t r uc tu r a l  Re fo rms  a t  the 
E c o n o m i c  a n d  F i n a n c i a l 
Affairs Directorate -General, 
however, s a id  tha t  a  sen -
s i b l e  app roa ch  wou ld  be 
to  ta i lor  suppor t  leve ls  to 
t e c h n o l o g i e s  a nd  e n s u r e 
they ’re  phased ou t  as  the 
need declines. Policymakers 
shou ld  a l so  se t  long - te rm 
goals, emphasize green R&D, 
and deal with distributional 
issues, he said.   

economy would require huge 
investments, and not all of the 
experts were convinced by the 
case for ‘green’ growth.

The potential of green 
growth

Can Europe produce ‘green’ 
growth, boosting the economy 
as well as fi ghting global warm-
ing? That was the question posed 
to the fi ve expert panellists by 
panel chair Professor André 
Sapir. Carlo Carraro said that 
the challenge is both to redi-
rect and increase investment in 
clean energy. Professor Claudia 
Kemfert saw huge potential for 
the green economy and jobs.

Challenges

P r o f e s s o r  J o h n  Z y s m a n 
advised that long-term green 
growth could only come from 
redef ining the energy sys-
tem, while Professor Michael 
Hanemann felt that success-
fully tackling climate change 
meant shifting and bending 
supply and demand curves 
through a range of coordi-
nated policies including car-
bon pricing and support for 
innovation. Professor Dieter 
Helm doubted whether green 
investment would increase 
growth but agreed that  i t 
was needed to tackle climate 
change and its costs.  
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The European 
Commission recently 
unveiled plans to achieve 
greater economic policy 
coordination in Europe – 
a road map, in effect, 
for better economic 
governance.

The European Commission’s 
Directorate-General for Economic 
and Financial Affairs publishes 
many reports, analyses and news-
letters on EU economic issues, 

Better governance: where to start?
With Europe now gradually recov-
ering from the deepest recession 
in its history and having dealt 
with the immediate emergency 
posed by the Greek sovereign 
debt crisis, the Commission said 
on 12 May that the time had 
come to draw far-reaching les-
sons for the future in terms of 
policy-making. To this end it 

The crisis has made the task of securing Europe’s future economic growth more diffi cult and exposed structural weaknesses. A lack of con-The crisis has made the task of securing Europe’s future economic growth more diffi cult and exposed structural weaknesses. A lack of con-The crisis has made the task of securing Europe’s future economic growth more diffi cult and exposed structural weaknesses. A lack of con-The crisis has made the task of securing Europe’s future economic growth more diffi cult and exposed structural weaknesses. A lack of con-
certed action could consign Europe to relative decline. The Europe 2020 Strategy will help Europe exit and move beyond the current crisis certed action could consign Europe to relative decline. The Europe 2020 Strategy will help Europe exit and move beyond the current crisis certed action could consign Europe to relative decline. The Europe 2020 Strategy will help Europe exit and move beyond the current crisis certed action could consign Europe to relative decline. The Europe 2020 Strategy will help Europe exit and move beyond the current crisis 
by emphasising smart, sustainable and inclusive growth and improving economic governance.by emphasising smart, sustainable and inclusive growth and improving economic governance.by emphasising smart, sustainable and inclusive growth and improving economic governance.

Europe now faces its ‘moment 
of truth’. Two years of eco-
nomic crisis have reversed 

some of the steady gains in eco-
nomic growth and job creation 
achieved over the past decade, 
have erased twenty years of fi s-
cal consolidation and have halved 
Europe’s growth potential.

The crisis has also exposed 
Europe’s structural weaknesses, 
as global challenges intensify. The 
region’s average growth rate has 
been lower than that of its main 
economic partners, largely due 
to a widening productivity gap. 
Europe has also lagged behind 
in R&D, spending just 2% of GDP 
compared to 2.6% in the US 
and 3.4% in Japan, and has 
lost export market 
share to emerging 
economies such as 
China and India. 
D e m o g r a p h i c 

economic future more diffi cult, 
but it has also been a catalyst for 
change. Europe 2020 is a blue-
print for that change.  
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How the Europe 2020 Strategy must 
transform the Union

Half of European pro-
ductivity growth over the past 
15 years was driven by infor-
mation and communications 
technologies, and this trend is 
likely to accelerate. In a com-
munication adopted on 19 May, 
the Commission has proposed an 

action plan to 
boost growth through 

information technologies, while 
spreading the benefi ts of the dig-
ital era to all.

The plan calls for the creation 
of a digital single market and 
greater investment in research 

and innovation as well as the 
empowerment of all Europeans 
with digital skills.

One objective is to bring broad-
band internet access to all by 
2013, with half of European 
households subscr ibing to 
connections of 100 Mbps or 

higher by 2020. Today only 1% 
of Europeans have a fast fi bre-
based internet connection, com-
pared to 12% of Japanese and 
15% of South Koreans. In addi-
tion, by 2015 patients should 
have access to their online 
medical records from anywhere 
in the EU.

“A Digital Agenda for Europe” is 
the fi rst in a series of seven fl ag-
ship initiatives that have been 
identified by the Commission 
to help meet the Europe 2020 
 targets.   

Scenario 1:
Strong 
recovery

Europe is able to 
make a full return 
to its earlier 
growth path

Potential output level

Pre-crisis growth path 

Years

Scenario 2:
Sluggish 
recovery

Europe suffers a
permanent loss in 
growth rates

Potential output level

Permanent loss 
in potential 
output level

Years

Scenario 3:
Lost decade

Europe suffers a
permanent loss in 
future growth 
potential

Years

Potential output level

Potential output loss 
increasing overtime

published a Communication on 
“Reinforcing economic policy 
coordination”, setting out a range 
of plans to strengthen Europe’s 
economic governance. Realising 
these plans is seen as a crucial 
foundation for delivering on the 
Europe 2020 strategy.

compared to 2.6% in the US 
and 3.4% in Japan, and has 
lost export market 
share to emerging 
economies such as 
China and India. 
D e m o g r a p h i c 

Half of European pro-
ductivity growth over the past 

action plan to 
boost growth through 

information technologies, while 

ageing is also accelerating, and 
placing additional strains on 
public fi nances. In short, even a 
return to the pre-crisis situation 
will not solve Europe’s long-term 
challenges.

Europe must act to avoid 
decline

Europe now faces a clear choice: 
continue with the status quo or 
collectively meet the immediate 
challenge of economic recovery 
as well as the long-term chal-
lenges of globalisation, climate 
change and ageing. A proactive 
approach would enable the EU 
to regain competitiveness, boost 

productivity and return to an 
upward path of pros-

perity, thereby ensur-
ing its global 

position.

The Europe 
2020 Strat-
egy is a fresh 

a p p r o a c h 
designed to 

help Europe 
e x i t and move beyond 

the current crisis by emphasis-
ing smart, sustainable and inclu-

sive growth and strengthening the 
governance structure needed to 
make it happen.

surveillance and prevention of 
economic and budgetary risks.

The economic crisis has made 
the task of securing Europe’s 

• Reinforce compliance with 
the Stability and Growth 
Pact and deepen coor-
dination of fiscal policy
Reinforcing the preventive 
dimension of budgetary sur-
veillance, in particular in good 
times, must be an integral part 
of closer coordination of fi scal 
policy.

• Broaden economic surveillance
Economic surveillance should 
be expanded beyond the budg-
etary dimension to address 
other potential macroeconomic 
imbalances, including competi-
tiveness and structural chal-
lenges, in a formal process.

• Synchronise assessment of 
fi scal and structural policies
Every year a “European 
Semester” would encapsulate 

A digital agenda for growth

the surveillance cycle of budg-
etary and structural policies, 
with EU Member States ben-
efiting from early coordina-
tion at European level. Early 
guidance at the beginning of 
each year from the European 
Council on economic policies 
would facilitate the preparation 
of national budgets and reform 
programmes.

• Move from emergency sup-
port towards a permanent 
crisis-resolution mechanism
Offering financial support 
to euro-area Member States 
in financial distress without 
incurring moral hazard issues 
requires clear procedures and 
is necessary to preserve the 
stability of the euro area in the 
medium- and long-term.  

Further reading... and watching

In contrast to the Lisbon Strategy, 
Europe 2020 focuses on a limited 
number of headline targets for 
2020, and Member States will be 
asked to commit to national targets. 
Surveillance will also be improved 
through further integration. Rather 
than looking at individual eco-
nomic policy elements in isola-
tion, budgetary fi scal policy and 
structural reforms will be examined 
together in order to identify imbal-
ances and growth bottlenecks.

Better governance 

Another departure from the past 
is that, to ensure its success, 
the strategy will be steered by 
European political leaders via the 
European Council.

The Council has already accepted 
the principle of using targets, and 
approved some specifi c targets, in 
fi ve areas: R&D, innovation, climate 
change, social inclusion and educa-
tion. Details will be fi nalised at the 
European Council meeting in June.

European leaders have also agreed 
that “the European Council must 
improve the economic governance 
of the European Union”. Herman 
Van Rompuy, the European 
Council president, is to head a 
working group tasked with pro-
posing ways to strengthen the 

Brussels Economic Forum library: ec.europa.eu/economy_fi nance/bef2010/media/index.html
Publications: ec.europa.eu/economy_fi nance/publications
Email alert service: ec.europa.eu/economy_fi nance
ECFIN e-news: ec.europa.eu/economy_fi nance/newsletters/e-news/index_en.htm

which can be downloaded from 
the DG ECFIN website. Some of 
the latest publications are avail-
able at the stand outside the 
conference room. Meanwhile, 

the Brussels Economic Forum 
website provides access to this 
newspaper, videos of the ses-
sions, a photo gallery and many 
other reference documents.  

Different scenarios for GDP in Europe

Four steps for better economic 
governance in the EU and the euro area 


