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Reinforcing competitiveness, sustainable job creation
and social fairness in the European Union

*** CHECK AGAINST DELIVERY ***

Dear President Tusk,
Dear President Juncker,
Dear Chancellor Kurz,

Everybody received this morning a copy of the letter we have sent to you to
explain what European companies expect from the crucial meetings of the next
2 days.!

Our first message is about Brexit because avoiding a chaotic Brexit is a top
priority for BusinessEurope.

Unfortunately, until both sides agree on a legally binding withdrawal text, a “cliff edge”
scenario cannot be excluded.

We are extremelly concerned about the lack of progress in negotiations on the
backstop solution to avoid a hard border on the island of Ireland.

The 30" March 2019 is approaching very fast and negotiators are still discussing
critical points.

The draft withdrawal agreement foresees a status-quo like transition, with the UK
staying in the Single Market and Customs Union during that period. Therefore, it is
absolutely essential to finalise it in time to allow time for ratification in the EU and
the UK. It is in everyone’s interest to have a smooth transition to the future
framework that will govern EU-UK relations!

Regarding this future framework, BusinessEurope wants to keep the economic
relationship as close as possible, while preserving the integrity of the Single
Market.

EU and UK negotiators rightly aim for the deepest and most comprehensive trade
agreement possible but there are limits to what a free trade agreement can deliver.
Choices will have to be made, particularly in the UK, between regulatory
independence and maintaining comprehensive access to the EU market.

! the European Council meeting, the EU 27 summit on Brexit and the Euro area
summit.



Our second message is about the urgent need to put our European house in
order.

We just made a survey among our members on the strenghts, weaknesses,
opportunities and risks facing the European Union.

The answers show that European companies are very positive about the benefits
of Single Market, the Euro and the common trade policy. And they are deeply
concerned about nationalist tendencies that could undermine the European
project and the fundamental freedoms, which are the basis of our prosperity. 2

The European economy has been growing at a good pace. And unemployment
is back at pre-crisis level, reducing levels of poverty.

This is excellent news and shows that the reform efforts made are paying off!
However, this window of opportunity will not last for ever.

BusinessEurope’s members expect the recovery to continue but at a lower rate
than 12 months ago. And there are downside risks linked to political uncertainty
and rising protectionism.

Furthermore, skills shortages and mismatches are a rising concern for employers
and limit growth, even in Member States with relatively high unemployment.

Our third message is about digitalisation.

Our members tell us that the skills shortages businesses are experiencing may
well be linked to the digitalisation of our economies.

And a recent World Economic Forum study suggests that, contrary to what is often
said, robotisation and artificial intelligence are likely to increase, rather than reduce
overall labour demand, as new products and processes are developed.

Europeans are creating many start ups but they face obstacles when trying to scale
them up and therefore often move then to the US to reach a critical mass.

If we want to develop the digitial giants of the future in Europe, we must:

up-skill and re-skill people to fill existing new jobs linked to digitalisation,
improve the overall business environment to make it more innovation friendly,
facilitate access to equity and venture capital finance,

strengthen our industrial base because it is a key driver for growth in all sectors
of the economy,

e reduce fragmentation in our Single Market and at the same time continue with
national reforms to improve the fuctioning of product, services and labour

2 European companies consider that the Single Market is the crown jewel of the EU
(83% finding it very important and 17% important for their companies‘ success),
support the Euro without any doubt (100% of Euro area members very positive or
positive about the benefits of belonging to the common currency) and regard the EU
common trade policy as highly benefitial (59% considering it very important and 28%
important for their success).
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markets accross Europe,
e pursue an ambitious trade agenda, defending rules-based trade,
e address rising risks of cyber-theft of trade secrets.

Our fourth message is about EMU.

Efforts to further strengthen our Economic and Monetary Union need to be
significantly stepped up if we are to fix the roof of our European economic house
while the sun is still shining.

This requires confidence that all Member States make the necessary efforts to
have sustainable public finances and implement growth enhancing reforms. There
is flexibility in the Growth and Stability Pact but for necessary public investments,
not for ,hellicopter money*, and rightly so!

Further steps are also needed to complete the Banking Union and to ensure the
long-term stability of EMU and its ability to handle asymmetric shocks. As you
know, BusinessEurope supports the proposal for an investment protection scheme.

We are fully aware that this Euro summit will only be able to take stock of the work
done in the Eurogroup.

But this work must move forward at the December meeting. Heads of State and
governements cannot shy away from giving the necessary political guidance on
those issues!

Our fifth message is about migration.

The debate in Salzburg showed agreement on the goal of stemming illegal
migration by strengthening the external borders of the European Union as well as
cooperation with third countries. Thank you to the Austrian Presidency for
organising an EU-Africa Forum in December!

The proposal for a strengthened European Border and Coast Guard was also
generally well received, although some issues still need to be clarified.

However, what we hear about the follow up discussions in the Home Affairs Council
is worrying. We must move away from ad hoc crisis management solutions and
build a coordinated European solution to better manage migration and pave the
way to returning to a normal functioning of free movement in the Schengen area.

To conclude

The European elections are approaching very fast. There is no time to waste.
EU leaders must show that they are able to bring real answers to the difficult
challenges facing Europe and you can count on BusinessEurope to be a
constructive partner when doing so.
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