
Skills mismatches are widely accepted to be a factor that drags 
down potential economic growth. Because of this, specific policy 
measures need to be taken at both EU and national levels. Public 
policy, human capital and education institutions are finding it 
increasingly difficult to adjust to rapidly changing labour market 
conditions. Current and long-term demographic trends make this 
an issue of particular acuteness – up against a projected decline in 
the labour force and an increase in the average age, European 
economies cannot afford to waste human capital. 

In July 2018, the EESC published a report entitled "Skills 
mismatches – an impediment to the competitiveness of 
EU businesses", which was prepared by the Institute for 
Market Economics (IME). It provides an overview of this 
growing contemporary issue at EU level, as well as 
additional insight into five pre-selected EU reference 
countries (Austria, Bulgaria, Finland, Germany and 
Spain).  

©
Sh

u
tt

er
st

o
ck

/R
aw

p
ix

e
l.c

o
m

 
©

Sh
u

tt
er

st
o

ck
 /

 L
ig

h
ts

p
ri

n
g 



The effect and cost of mismatches 

Skills mismatches are not only deterrents to productivity and 
innovation, but also affect the social well-being of individuals by 
extending potential unemployment and inactivity spells and 
suppressing employment opportunities – all at the cost of 
aggregate productivity losses. Inefficient labour allocation (both in 
terms of over-skilled and under-skilled workers) hampers 
innovation and decreases aggregate productivity.  

The IME's quantitative assessment of the effect of skills 
mismatches on the EU economy (based on 2014 Cedefop data) 
indicates an estimated annual productivity loss of 2.14% due to 
existing mismatches, which at that time equated to EUR 0.80 per 
hour worked.  

Skills mismatches – the perspective of employers 

In order to gain additional perspective on the causes and effects of 
skills mismatches from the point of view of companies, the IME 
prepared an online survey that was carried out in Q4 2017 among 
Austrian and Bulgarian companies. The results show that: 

 The general consensus among companies is that "finding 
suitable employees used to be easier, is currently hard and will 
become increasingly difficult in the future"; 

 Companies face the biggest difficulties when trying to find 
highly qualified workers. They usually need more than 90 days 
to fill positions for professionals and managers, technicians or 
associate professionals; 

 Skills mismatches affect companies in a variety of ways, 
including the need for additional expenditure on employee 
training, loss of competitiveness and slower hiring of 
additional workers; 

 While skill mismatches have a moderate effect on the 
expansion plans of companies, firms in economic activities 
such as professional, scientific and technical activities, ICT, 
transportation and manufacturing are among the most 
affected in this regard; 

 The companies that took part in the survey point to 
"insufficient traditions in lifelong learning and (re)qualification" 
as the most significant factor for skills mismatches. 

Action is needed 

The EU needs to bring the competitiveness agenda back to the 
centre of the economic and industrial policy debate. Addressing 
skills mismatches is one of the key factors for ensuring that these 
policies are efficient. More specifically, action is needed in the 
following domains: 

 Certain policy-induced sources of skills mismatches can be 
traced back to slow educational reforms, overreaching labour 
market regulations, excessive labour taxation and arbitrary 
wage setting mechanisms; 

 Effective labour allocation and skill-pool utilisation is a vital 
prerequisite for ensuring the ability of EU enterprises to 
continue to develop their innovation capacity and to withstand 
increasing competitive pressures; 

The report provides additional evidence in support of the 
Mismatch Priority Occupations (MPOs), established by 
Cedefop. These are occupations with critical shortages that 
have significant economic implications. MPOs include both 
high skilled occupations (ICT professionals, medical doctors; 
science, technology, engineering, and mathematics (STEM) 
professionals; nurses and midwives; teachers) and medium-
skilled occupations (such as welders, cooks and truck drivers).  
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 The correct validation of skills acquired 
outside of formal education systems 
supports labour mobility across 
occupations and countries. This is 
especially true in today's context with 
both learning methods and skill 
requirements for different occupations 
changing rapidly;  

 Smooth labour migration within the EU, as 
well as targeted migration from third 
countries, is instrumental in addressing 
the skills mismatch issue and labour 
shortages in general; 

 Efficient VET practices and their 
popularisation, as well as further emphasis 
on lifelong learning are key to ensuring 
cross-sectoral mobility.  

There is broad academic consensus that the 
effects produced by technological changes 
can be expected to lead to growing demand 
for workers with higher skills and falling 
demand for low-skilled labour. It is important 
that EU policymakers and the social partners 
get ahead of the curve on this issue and act in 
a forward-looking way, attempting to 
anticipate changes and respond to them as 
early as possible. 

The EU represents only 7 % of the world's population 
and 20 % of global GDP, but at least 40 % of global 
public spending in social protection. While the European 
social model is a unique achievement and no one 
questions its existence, there are numerous questions 
about its sustainability in long-term perspective. Can 
Europe still afford its social model in a globalised world? 
– This is the title of the panel organised on 27 
September 2018 by the Employers' Group in Sopot, 
Poland.  

In times of global competition, discussions on social issues – be it 
at the European or national level - must recognize that the 
sustainability of the European social model depends on improving 
Europe's competitiveness, recalled Jacek Krawczyk, President of 
the Employers' Group. Economic considerations must be an 
integral component of discussions concerning the social 
dimension. 

Participants in the debate will discuss how to create better 
interlinkage between economic, employment and social policies 
and how to address challenges and rapid changes occurring in the 
world of work and labour markets. The debate is being held as part 
of EFNI, the internationally acclaimed European Forum for New 
Ideas, organised by the Polish Confederation Lewiatan. 



Nevertheless, we have not lost optimism that we can overcome the 
current challenges. It all starts with understanding the highly 
powerful relationship we have, the historical context and the 
geopolitical implications of a strong EU-US partnership. This is key 
to developing and explaining the solutions going forward and 
creating an environment that can benefit both sides.  

The EU and US are historic allies  

The fundamentals have not changed: the EU and the US are more 
deeply integrated across more economic areas than any other two 
regions in the world. The transatlantic economy generates close to 
$5 trillion in total commercial sales a year and employs up to 
15 million workers on both sides of the Atlantic – and it is growing.  

We share similar values and a common history and, despite 
disagreements from time to time, have been steadfast allies for 
over a century. We have founded our partnership based on joint 
commitments to the values we uphold: the rule of law, free trade, 
market economy and open borders. A strong partnership and 
further development in trade would benefit EU and US businesses 
substantially.  

Choppy waters? Or signs for optimism? 

There are clearly some question marks about the current direction 
of the transatlantic relationship. Increasingly, the value of our ties 
is being questioned and our alliances are being tested. The current 
administration has made it clear it is focusing first and foremost on 
domestic priorities, and that it is, ultimately, America First.  

As part of this strategy, it has introduced tariffs on the EU and other 
partners on steel and aluminium and threatened further sanctions 
in other areas, such as cars.  The EU has responded with measures 
of its own. We remain concerned that any trade dispute between 
the EU and the US could spiral out of control and have a significant 
negative economic impact on both sides of the Atlantic. There are 
also concerns about the commitment of the US to the WTO, which 
US businesses continue to view as an essential bedrock of the 
global trading system.  

Having said that, we were encouraged by the outcome of the July 
summit between EU President Jean-Claude Juncker and US 
President Donald Trump. The two parties agreed not to levy further 
economic sanctions against each other, and agreed to kick off 
preliminary conversations aimed at reducing barriers to 
transatlantic trade. It may be a way off, but the hope is that this 
could set the stage for renewed talks on a transatlantic trade deal.  

So what can we do to strengthen our ties?  

First, let’s not let the relationship drift. If we agree that it remains a 
core pillar of regional and global stability, we must continue to 
safeguard and encourage productive and positive relations 
between our two blocs.  

As we enter the last quarter of 2018, I think it is fair to 
say that, as far as the transatlantic relationship is 
concerned, we are living in interesting times. Coupled 
with the uncertainty surrounding the Brexit 
negotiations, businesses have been kept on their toes 
throughout the year. We may be in for more of the same 
in 2019.  

We must work harder than ever to encourage positive diplomatic 
relations, enhanced business ties, and strategic cooperation which 
guarantees the prosperity and security of our citizens.  

Businesses, policymakers and stakeholders need to speak up on 
the value of transatlantic ties. It may be obvious, but we face 
common challenges that can only be addressed by working 
together. We are better off united, rather than divided.  

We also need to rebuild trust between the two sides and build 
consensus. Businesses and stakeholders across the policymaking 
community can do this by engaging in a constructive dialogue on 
what works in the transatlantic relationship and what doesn’t, 
where we can improve and where we are already heading in the 
right direction.  

Most importantly, we need to return to a positive transatlantic 
agenda as soon as possible. The good news is that there are 
already several initiatives which continue, such as the US-EU 
energy council, the financial regulatory dialogue, joint Cyber and 
counter-terrorism efforts and more. The outcome of the 
Trump-Juncker summit offers another opportunity to enhance 
trust and understanding at the technical and political levels. And 
there are also sector-specific opportunities which the two parties 
can work on now – such as those outlined in our recent paper – 
with the promise of potentially restarting transatlantic trade talks 
when the time is right. 

Speak up and engage 

Going forward, the key to our continued success will be for 
businesses from both sides of the Atlantic to pool resources 
together and have a unified voice.  

At the same time, it remains crucial to get out of our bubbles, and 
have dialogues with people who don’t agree with us. At AmCham 
EU we are bringing into our events and debates people and 
organisations with opposing views, in order to understand each 
other’s challenges. We are committed to, and highly recommend 
to businesses and international organisations to intensify debates 
with trade unions, consumer organisations and NGOs and include 
their concerns in the mix. Dialogue is critical. 
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Lately, we have borne witness to the imposition of 
tariffs on a number of products, including between 
countries that have traditionally been in favour of free 
trade. This is a very unfortunate development. 
If nothing else, however, the tariff discussion has 
encouraged stakeholders in various countries to 
recognise the merits of free trade. This is a very 
promising development for the future. Tariffs are likely 
to be reduced again, perhaps to a larger extent than 
was considered possible just a couple of years ago. 

Another way of influencing trade is by using the tax system to 
discourage international investments. While tariffs are a major 
concern in the short term, changes to taxes can have a negative 
impact both in the short term and in the longer term. 
Governments increasingly claim that tax measures are being 
proposed and enacted with a view to protecting their tax revenues 
but many measures go beyond combatting tax fraud and 
aggressive tax planning. Measures are introduced to promote 
activity in the government's own country by disallowing 
deductions for costs in other countries or not recognising taxes 
already being paid in a foreign country on the same income. 

The most recent example is taxation of digital services. Very 
profitable internet companies are challenged for not paying taxes 
in the country where their consumers are located. Consumption is 
generally taxable by levying value added taxes (VAT) or a General 
Sales Tax (GST), not via corporate taxes. According to the 
international taxation rules, corporate income taxes are paid where 
profit is created. The importance of innovation, R&D, production, 
financing, strategic decisions and the location of the headquarters 
have traditionally been considered important in determining 
where the profit should be taxed, rather than where the goods or 
services have been sold. Sales from Volvo or Siemens have 
therefore to a large extent been taxed in Sweden and Germany 
respectively, even if the goods and accompanying services have 
been exported.  

Smaller countries with many entrepreneurs and innovators have 
therefore been able to compete with larger countries, despite their 
limited consumer markets. However, larger countries are 
increasingly demanding that taxation of companies be based on 
where the market and the consumer is located. Countries like 
India, China and Brazil would of course receive a much bigger slice 
of the profit and tax revenues as a result. In Europe, France and 
Italy have also demanded that taxation rules be changed to favour 
larger consumer countries. 

The only option available for smaller countries to compete, given 
that they have fewer consumers and a smaller market, has 
traditionally been to lower tax rates on investments and provide 
good infrastructure (etc.). This has enabled them to promote 
innovation, investment and production, thereby collecting 
corporate tax revenues to pay for social objectives. 

Larger countries are however increasingly insisting that low tax 
rates amount to "unfair" competition and should no longer be 
recognised when investments and incomes cross borders. Low 
taxes paid in a (small) country would simply be ignored and 
taxation would be levied as if the transaction had only taken place 
in the (large) domestic country. This may lead to double taxation 
and would effectively act as a trade barrier. The aim is no longer to 
combat fraud and aggressive tax planning but to relocate tax 
revenues to countries with large markets and many consumers. It 
is also a way to limit tax competition from smaller countries.  

Decisions in the field of international tax are almost entirely 
concluded at the G20 level. The 19 largest economies and the 
European Union set out the rules regarding how tax revenues 
should be divided up between countries. While large European 
countries are represented both by the EU and by their own country 
delegates, smaller EU countries are only represented by the EU. In 
this new setup for decision making, African countries and smaller 
Asian or South American countries have very limited influence on 
the development of international tax rules that determine how tax 
revenues between countries should be allocated. 

Tax rules clearly influence investment and production decisions, 
having a direct impact on both employment and public revenues. 
They can therefore act as a trade barrier. This must increasingly be 
recognised and properly discussed. Unlike the effect of tariffs, 
there seems to be less of a consensus about the merit of a free flow 
of goods, services and investments and the need to reduce 
tax-induced trade distortions. The role of taxes must also be 
analysed with a view to its effects on trade and welfare. Taxes can 
be designed to have a similar effect on trade and investments as 
tariffs do. 

About the author: 

Krister Andersson 
Vice-President of the Employers’ Group 

Confederation of Swedish Enterprise  

©Shutterstock / Travel mania 

G20 Summit in Hamburg in 2017 

© Bundesregierung, Guido Bergmann 



About the author: 

Emmanuelle Butaud-Stubbs 
Member of the Employers’ Group 

Union of Textile Industries (UIT) 

For instance, the ongoing ratification procedures for CETA (the 
Comprehensive Economic and Trade Agreement with Canada), 
which was signed on 30 October 2016 and provisionally entered 
into force on 21 September 2017, are being scrutinised closely by 
the European Commission (as of mid-July 2018, 13 Member States 
had ratified CETA). 

In view of these challenges, on 6 June 2018 the EESC's REX section 
held a hearing with representatives from the European 
Commission, the Permanent Representation of Italy, the French 
National Assembly, the Belgian House of Representatives and 
various European civil society organisations, with a view to 
discussing in greater depth ratification methods and the 
information/consultation procedures set up concerning the 
content of free-trade agreements. 

What were the main findings from the hearing? 

 There is a wide diversity in the distribution of national and 
sub-national competences with regard to the ratification of 
mixed agreements (8 Member States with sub-national 
competences, but only one – Belgium – with formal regional 
competences); 

 Thirteen Member States (Austria, Bulgaria, Croatia, Denmark, 
France, Greece, Ireland, Lithuania, Netherlands, Poland, 
Romania, Slovakia and the United Kingdom) have the option of 
holding a referendum; 

 The European Commission has made progress in terms of 
transparency and dialogue with civil society (publishing 
directives and negotiating positions, setting up an expert 
group, regularly participating in exchanges with civil society, 
holding online consultations); 

 Some Member States have introduced procedures for 
informing and consulting civil society both on the follow-up to 
already negotiated agreements (CETA) and on ongoing 
negotiations (Mercosur); for example, France has set up a trade 
policy committee that is open to all stakeholders and has 
adopted an action plan for monitoring the implementation of 
commitments under CETA; 

 The content of "new generation" FTAs is very complex, which 
makes the process of "scoping" their economic effects by 
Member State, sector and region more tricky; 

 There is a need for more meetings on EU trade policy issues 
between MEPs, members of national parliaments and civil 
society representatives. 

A number of speakers highlighted the importance of Domestic 
Advisory Groups (DAGs), and the key role that EESC members 
played in them. 

It is clear, following this hearing, that the EESC has three 
responsibilities when it comes to the relationship between civil 
society and trade policy:  

 a responsibility to contribute, as a stakeholder in the DAGs 
(Korea, Central America, Colombia/Peru, Georgia, Moldova, 
Ukraine, CARIFORUM, Canada) and by producing opinions on 
ongoing trade negotiations and topical issues ("Trade for All" 
communication, the trade and sustainable development 
chapters of FTAs, Mercosur, etc.),  

 a responsibility to mediate with national civil society 
representatives in order to educate people at the time of the 
ratification debates and to enhance the role of European civil 
society, 

 a responsibility to facilitate between European and national 
stakeholders to hold debates and exchange views. 

It should be borne in mind that one in seven jobs in the EU – 
around 31 million in total – are linked to exports. For the 
employers in the EESC, explaining the scope of the free-trade 
agreements concluded by the European Union amounts to 
standing up for employment and the competitiveness of 
businesses. At a time when international trade is at risk of decline, 
due to a trade war between the United States and China and 
numerous geopolitical tensions on our borders (Turkey, Russia, 
Ukraine), it is now more important than ever for the European 
Union to assert its ambitions as the largest trading power in the 
world and the cradle of free-trade theorists. "[Trade] binds 
together by one common tie of interest and intercourse the 
universal society of nations throughout the civilised world" (David 
Ricardo). 

Ever since the mobilisation of public opinion and NGOs 
in a number of Member States regarding the content 
and potential impact of the Transatlantic Trade and 
Investment Partnership (TTIP) being discussed with the 
United States (2013-2016), the public authorities have 
been paying particular attention to the process for 
ratifying mixed agreements – i.e. ones where the EU 
shares competence with the Member States.  
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The fact of the matter is that women in business, like their male 
counterparts, are creating economic wealth (taxes, wages, 
investment, returns on investment), jobs (investment in people), 
regeneration (community investment), whilst at the same time 
creating sustainable wealth through the development of our social 
environment, skills, training, knowledge transfer, social protection, 
labour rights, innovation, and environmental protection. So isn’t it 
right that female entrepreneurs should have equal access to the 
resources that male entrepreneurs have? And before you say “they 
already do!” – prove it! 

The fact is you can't prove it, because there are no statistics to back 
up your argument. My side of the argument, on the other hand, is 
supported by the fact that there are fewer female entrepreneurs in 
Europe despite women being more highly educated, better 
equipped to manage businesses and people, and statistically less 
likely to fail in business than men – this clearly demonstrates that 
there is a problem somewhere. I like to call it discrimination! 

Now consider the next argument: Europe has been struggling ever 
since the crisis to foster growth, yet in the US (this is not a TTIP 
argument) the number of women-owned companies has doubled 
over the last 10 years, companies owned by women are creating 
more employment than male-owned ones, migrant women have 
the biggest number of start-ups, and women are working in all 
sectors of the economy. In 2012, women were majority  
shareholders of 9.9 million businesses which generated USD 1.4 
trillion in sales and employed over 8.4 million individuals. In 
addition, a further 2.5 million businesses were owned equally by 
women and men, and they accounted for another USD 1.1 trillion 
in sales and 6.5 million jobs… I am sure Europe would like to have 
such statistics under its belt. 

How do I know all this? Because in the US they collect the statistics, 
they compare the return on investment for each dollar. All this 
happened because the Americans understood that the argument 
in favour of having more women in business was economic and 
not gender-related… and guess what? Canada, Australia and New 
Zealand have all followed suit. But in Europe… well, the European 
Commission has decided that a few programmes on mentoring 
female entrepreneurs and a platform are the answer! Seriously 
guys, would you accept that? 

Are you aware that there is not even a common definition of what 
constitutes a female-owned business? Does a woman have to own 
1%, 51% or 100% of the business in order for it to be female-
owned? This reminds me of the struggle of those of us in the 
Employers Group who own small-to-medium-sized companies to 
establish a definition of SMEs that is relevant to all the different 
categories of business size. 

How can we collect data if we don't have a common definition or 
definitions that allow  us to better analyse the different categories 

Having more women in business is not a gender issue, 
it's an economic and social imperative. Yet it's much 
easier for those who “don’t get it” to put it in a box so 
that they don't have to deal with it.  

of entrepreneurship in order to better target funds and guidance? 
In other words, if we have a clear definition we can put the money 
where it's needed most and make sure the outcome is worth the 
investment.   Without the relevant data, we cannot invest resources 
in the areas where women, as well as SMEs and entrepreneurs, 
need it most, nor can we expose the financial institutions that are 
exploiting women by lending them less money at a higher rate of 
interest. Disclosure and transparency are essential, even if they are 
not popular with big business. 

This is why I value my role as a member of the Employers Group of 
the EESC. The role allows me to share the Committee's 
recommendations on the areas I am working on, and more 
importantly it provides me with an opportunity to “listen” and gain 
knowledge from the people I meet, so that I can report their 
concerns, challenges, barriers and opportunities to the EESC, as 
well as ensuring that they are reflected in the policy-making 
process. 

And my work doesn’t stop at just making a speech and then having 
a chat with participants. As an entrepreneur  and a freelance 
journalist my focus is on action, meaning that I prepare a mission 
report and send it to all those I think may be able to benefit from it 
(even if they don’t necessarily always read it!). I also post it on my 
social media accounts and I am always pleased to see how many 
people really engage with the reports on my website and on 
Linkedin. Our role as EESC members is to provide a bridge with civil 
society – so whilst female entrepreneurship is my passion, 
investing in my position as an EESC member is equally important. 

The ultimate goal of my activities is thus to increase the number of 
female entrepreneurs by showing them that individuals like me are 
supporting their cause, and that there are other women in business 
who are facing the same challenges that they are facing. Yet most 
importantly there are men and women, individuals and business 
organisations within the Employers Group of the EESC who are also 
promoting them and working on policies aimed at creating an 
environment that is conducive to entrepreneurship and business 
growth for everyone in the business sector in Europe.  
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The meeting was an opportunity for an exchange of views 
between representatives of the European Commission dealing 
with SME policy and representatives of SME associations from Italy, 
Germany and France.  

"The challenges facing SMEs cannot be put aside anymore; SMEs 
must benefit more from economic, industrial and sectoral policies 
at both EU and national level", said the category's spokesperson. 
The three SME associations' representatives touched on the 
challenges encountered by SMEs in their countries. "We are 
witnessing a failure of the market because the regulations make it 
impossible for SMEs to gain access to credit - this is the case in 
Italy," said Bruno Panieri from the national branch of the Italian 
Confederation of Artisans (Confartigianato Italy). "In Germany the 
biggest challenge is the lack of skilled workers," explained Tim 
Krogel from the German Confederation of Skilled Crafts (ZDH) . "In 

France there are some craft sectors that are not valued - they don't 
attract young people and are in danger of disappearing. We are 
lacking the necessary manpower," added Pauline Dubois-Graffin 
from the French Permanent Assembly of Trades and Crafts 
(APCMA).  

"SMEs are the backbone of the economy, but also of society," 
concluded Agnieszka Drzewoska from Commissioner Bieńkowska's 
Cabinet. She stressed that SMEs' concerns are taken into account in 
every piece of EU legislation. Milena Angelova, EESC vice-president 
responsible for the budget, presented the main conclusions of her 
opinion on Effectiveness of policies for SMEs, calling for 
improvements in how SME policies are assessed and orchestrated 
at national and EU level. 

The current challenges and future developments for 
European SMEs, including improving EU policies for 
SMEs, easy access to capital, review of the definition of 
SME, increased use of digital technologies and the 
respect of payment periods were some of the points 
discussed at the SME, Crafts and Family Business 
Category's meeting on Wednesday 12 September.  

Mr Thomaes was the former CEO of the VBO-FEB (Federation of Enterprises in Belgium) 
from 2004 to 2012 and of the BAM (Beheersmaatschappij Antwerpen Mobiel) until 2015.  

At the EESC, of which he was a member from March 2015 until July 2016, Mr Thomaes was 
a very dedicated and enthusiastic Member of the Employers' Group. He was also a Member 
of the Section for Transport, Energy, Infrastructure and the Information Society (TEN), of the 
Section for Economic and Monetary Union and Economic and Social Cohesion (ECO), and of 
the Transport Category. 

We would like to express our heartfelt condolences to his family and colleagues. 

The Employers' Group of the European Economic and Social Committee is 
deeply saddened by the loss of its former Belgian Member Rudi Thomaes 
who passed away on 25 July 2018 at the age of 65. 


