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1.	promotE job creation

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

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

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

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

% 
80

60

40

20

0

-20

-40

-60

-80

EU
15

Eu
ro

 a
re

a

Lu
xe

m
bo

ur
g

Ir
el

an
d

B
el

gi
um

Fr
an

ce

N
et

he
rl

an
ds

A
us

tr
ia

Sw
ed

en

U
ni

te
d 

K
in

gd
om

Fi
nl

an
d

It
al

y

G
er

m
an

y

Sp
ai

n

G
re

ec
e

D
en

m
ar

k

C
yp

ru
s

M
al

ta

Sl
ov

en
ia

Sl
ov

ak
ia

C
ze

ch
 R

ep
ub

lic

P
or

tu
ga

l

H
un

ga
ry

Es
to

ni
a

P
ol

an
d

Li
th

ua
ni

a

La
tv

ia

R
om

an
ia

B
ul

ga
ri

a

2000
2008

Chart 13           Labour productivity in Europe compared with EU27 average

Source: Eurostat
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problems – why are we waiting to follow that route?’
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2.	increaSE the supply of skilled workers

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

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

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

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

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

Key policy recommendations 

> Implement the principles of flexicurity.

> Encourage Member States to contain labour costs.

> Upgrade education and training systems and implement 
effective lifelong learning measures.

> Encourage Member states to modernise social security systems 
and remove incentives to early exit from the labour market.

> Improve Europe’s record in attracting qualified migrants.
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Chart 14           Employment shares by qualification EU-25 (1996-2020) 
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