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The EU is one of the largest and most prosperous economic blocs in the world, 

but has been much slower than the rest of the world to pull out of the economic 

crisis for which it was ill prepared. The crisis exposed deep flaws in the system of 

governance, which resulted in major reforms hastily drawn up and brought into 

being through intergovernmental treaties rather than by the Community method. 

There is little doubt that the reformed EU fiscal rules have played a role in addressing 

fiscal consolidation as evidenced by the deficit of the EU-28 falling from 4.5% of GDP in 

2011 to 3% in 2014. But the cost has been high for a quite limited success, which poses at 

least some questions about the overall contribution it has made to economic growth and 

jobs. In the same period the US deficit fell from 10.6% to 4.9%; US GDP growth 

accelerated from 1.6% to 2.2% (vs. EU deceleration from 1.7% to 1.3%); US 

unemployment fell from 8.9% to 6.3% (vs. EU rise from 9.6% to 10.3%) and importantly 

Review of  
Economic Governance 

By David Croughan 



US employment rose by 7.3% while that of the EU stagnated at 

0.2%.  

I welcome at last the new flexibility injected into the SGP 

that allows investments in the Juncker investment plan to be 

excluded from the public deficit calculation of a Member State. 

I also welcome the increased coordination of budgetary policies 

where governments must submit draft budgets to the 

Commission for approval each October, before they are 

approved by national parliaments.  

However, I believe that the structural deficit measure, a key 

tool of the European Semester, should be revisited. The claim 

that it allows for more precise and transparent policy advice is 

questionable as it is a non-observable variable based on 

theoretical and disputed calculations of potential output gaps, 

which is prone to substantial revisions, and likely in some 

instances to yield damaging policy prescription.  

The policy procedures for dealing with Member States 

experiencing difficulties with financial stability were only 

developed in 2013, too late to influence the Member States that 

entered a financial programme with the Troika. For public 

confidence of the Member States, the Commission should 

make ex-post assessments not only of the implementation of 

its policy recommendations, but also whether they effectively 

promoted the return of the economy to a sustainable path. 

Although some enhanced engagement with the European 

Parliament and increased engagement with national parliaments 

through on-site missions and in the euro area surveillance of 

draft budgets, the democratic deficit remains at the heart of the 

process with largely unaccountable institutions having a 

significant influence over national decision-making. An input 

deficit (i.e. no real national involvement in decision-making) 

that is not offset by a good output deficit (i.e. good economic 

problem-solving) results in unenthusiastic ownership of 

economic programmes and increasing hostility to the European 

project as evidenced in the European elections. 

To ensure that the MIP (Macroeconomic Imbalances 

Procedure) and by implication the Europe 2020 project is not a 

repeat of the failed Lisbon Agenda, the Commission needs to 

instigate a better method of assessment of the quality of 

implementation of the CSRs and be prepared to use sanctions 

as a last resort. A better approach would be more positive 

support via a fiscal capacity. In the review of the MFF in 2016, 

therefore, there is a need to back urgent structural reforms with 

a common EU interest with some form of fiscal capacity. The 

EESC urges consideration of possible instruments: the 

Convergence and Competitiveness Instrument outlined the 

Blueprint for a deep and genuine EMU and a revisiting of the 

Green Paper on Stability Bonds, first mooted in the six-pack.  
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Effective, accessible and resilient  

health systems in Europe 

Rising health costs, an ageing population and an 

increase in certain chronic diseases mainly affecting the 

elderly are not challenges that have arisen in the course 

of the last ten years: these are problems that have built up 

over time in the European Union and have been 

aggravated by the current crisis, which has led to funding 

cuts in these policy areas.  

What is called for here is a strategic approach on the 

part of the Member States focusing on how to tackle in 

an efficient and effective way the growing demand for 

resources that health systems will be encountering in the 

coming years, as they prepare to cater for an ageing 

population with growing healthcare needs, the result of 

increased life expectancy.  

At its plenary session on 21 January 2015, the European 

Economic and Social Committee adopted an opinion on the 

Communication from the Commission to the European 

Parliament, the Council, the European Economic and Social 
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Committee and the Committee of the 

Regions on effective, accessible and 

resilient health systems. It was my 

privilege to be the rapporteur for the 

opinion. 

The Economic  and Soc ia l 

Committee is well aware of the fact 

that under Article 168 of the Treaty on 

the Functioning of the European 

Union, Union action shall respect the 

responsibilities of the Member States 

for the definition of their health policy and for the organisation 

and delivery of health services and medical care. Nevertheless, 

it states unequivocally in its opinion - adopted without a single 

vote against - that the health systems of the EU Member States 

must remain firmly rooted in principles and values such as 

universality, accessibility, equity and solidarity. These principles 

guarantee the right of Europeans to health protection and 

healthcare; they guarantee adequate and timely healthcare 

intervention to achieve the best health outcomes; they deliver 

healthcare in an equitable way, irrespective of geographical 

location, gender, income, age, race or any other factor; and 

they ensure that health services are publicly funded as one 

component of a fair redistribution of resources. 

Just as we can subscribe easily to this scenario, so too 

should we share the same determination to prevent the 

economic crisis afflicting the European Union in general, and 

certain Member States in particular, from serving as a pretext 

for creating a rift, dividing the population into first and second 

class citizens: we all have the same right to health protection. 

We cannot allow the economic crisis to be resolved by means 

that ultimately reduce the right of Europeans to health 

protection. Despite healthcare costs and prices, health is not a 

commodity, and it must not, therefore, depend on people's 

purchasing power. 

The EESC opinion recommends increasing the 

effectiveness of health systems by ensuring the value of 

resources, using them as efficiently and effectively as possible, 

linking the concept of scientific and 

technical quality with that of efficiency 

and sustainability as the basic pillars of 

health organisation and professional 

practice, while still fully respecting the 

patient. 

Strengthening health systems purely 

from the perspective of obtaining good 

results would be to overlook other 

aspects that, at a time of limited 

resources and budgetary constraints, 

should be taken into consideration. An efficient and good 

value health system therefore maximises quality of care and 

outcomes obtained with available resources. In other words, 

we cannot envisage strengthening a health system's 

effectiveness without taking account of its efficiency. 

Effective recognition of the universality of healthcare could 

be undermined by problems of health system accessibility. 

Where there are problems of access, it is always those 

population groups with the fewest resources of their own who 

are the most affected. If we want to reduce health inequalities, 

the first step must be to tackle accessibility. Effective primary 

healthcare in rural areas, local emergency services, adequate 

transport and communications infrastructure, access to 

specialist treatment and restraint when introducing co-payment 

arrangements (means-tested) are vital for ensuring that people 

have access to health services in any one of the 28 EU 

Member States. 

It is necessary, not to say vital, to maintain stable financing 

mechanisms for health services. In this sense, mixed funding 

comprising a combination of contributions and taxes could 

offer a stable financing framework for health services in EU 

countries. We believe that if we are to make these systems 

more flexible, we will need highly professional management 

that can draw on efficient information systems, making it 

possible to provide accurate calculations of healthcare costs. 

This will call for well qualified health personnel with top 

quality technical and scientific training enabling them to 

successfully meet the care needs of the EU population. 

Effectiveness, accessibility and flexibility should permeate 

the entire health system, with the human dimension coming 

first. We must not forget that people are at the heart of any 

health system.  
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Electromagnetic  

hypersensitivity 
On 21 January 2015 the European Economic and 

Social Committee adopted the counter opinion on 

electromagnetic hypersensitivity, drafted by Richard 

Adams, Member of the Various Interests Group and co-

signed by 12 Members of the Employers' Group. The 

result of the vote was as follows: 138 for, 110 votes against 

and 19 abstaining. The adoption of counter opinion is a 

rare occurrence in the EESC and proves that the topic 

discussed raised serious controversies among the 

Members.  

This opinion explores the concerns expressed by groups in 

civil society about the use and impact of radio-frequency 

emitting devices used in industrial and domestic equipment 

and services which depend on wireless communication. This is 

seen as relevant by those who both suffer from a non-specific 

range of health problems and have also adopted the term 

"Electromagnetic hypersensitivity syndrome" (EHS) as a 

definition and implied cause of their symptoms.  

The EESC acknowledges the prevalence of such concern. 

A great deal of research is being carried out to understand the 

problem and its causes. The Scientific Committee on 

Emerging and Newly Identified Health Risks (SCENIHR) has 

been analysing this issue comprehensively in recent years and 

will shortly be completing its latest opinion, having engaged 

extensively in public consultation.  

The main conclusions of this report will not differ 

substantially from the preliminary opinion of 2013 which 

stated: "Overall, there is evidence that exposure to 

radio‑frequency fields does not cause symptoms or affect 

cognitive function in humans. The previous Scientific 

Committee’s opinion concluded that there were no adverse 

effects on reproduction and development from radiofrequency 

fields at exposure levels below existing limits". New evidence 

has added weight to the conclusion that radiofrequency 

exposure is not causally linked to symptoms. The SCENIHR 

notes that often the belief that the subject is being exposed 

(when they are not) is sufficient to trigger symptoms.  

The counter opinion replaces a draft own-initiative opinion 

which cast doubt on the integrity of the Scientific Committee 

and which, based on a few studies, stated there was indeed a 

causal link here, thus arguing for strict measures to be taken.  

However, to allay continuing public concern and to uphold 

the precautionary principle, the EESC urges the European 

Commission to continue its work in this area, particularly as 

further research is still needed to accumulate evidence 

concerning any potential health impact from long-term 

exposure, for example using a mobile phone for more than 20 

years.  

There remains the issue of public perception. For some 

individuals the prevalence of EMF (electromagnetic field) is 

seen as a threat – in the workplace, to their families and in 

public spaces. Such individuals need support, not only in 

dealing with actual illness symptoms but with the concerns 

they express about modern society.  
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Europe stretches northwards to include parts of the 

Arctic region, located between the Arctic Circle and the 

North Pole. The majority of this region, which covers 

14.5 million km2 (twice the size of the EU), consists of 

the Arctic Ocean which is still mostly frozen over. The 

region has a population of around 4 million, about 10% of 

whom belong to indigenous peoples. The Arctic Ocean 

is surrounded by continental shelves and there are eight 

Arctic states: the five Nordic countries, the USA, Canada 

and Russia. They cooperate in the Arctic Council. 

The region contains vast, untapped natural resources both 

at sea and on land. An ice sheet that is thinning and shrinking 

due to atmospheric warming, and the development and 

deployment of new technologies are multiplying opportunities 

to explore for and extract oil and gas, along with huge raw 

material deposits such as iron, nickel and gold. The shrinking 

ice sheet and the rise in temperature are also opening up 

opportunities for increased maritime transport via new routes 

in the Arctic Ocean, with a heavy impact on global trade. The 

economic potential of the region is crucial for the economy 

and wellbeing of Europe and the world at large. However, 

economic activity must be carried out sustainably, due to the 

fragile environment and nature in the north. 

Although there now seems to be a "time-out" as regards 

further economic exploitation in the Arctic due to low energy 

prices, the steep economic downturn and the alarming state of 

political relations between the main global actors, the 

economic potential still exists in the region. 

In January, three of the Nordic countries (Finland, Norway 

and Sweden) published a report on how growth should be 

created in the north. It focuses on the "Scandinavian Arctic" 

which covers the northern parts of these three countries ("the 

trio"), the most developed part of the Arctic region. 

It is suggested that there are four main drivers of 

growth in the region: 

 liquid natural gas (LNG) and renewables 

 greener mining solutions 

 increased tourism 

 ice and cold climate solutions 

The states concerned have a stock of knowledge and 

experience in these areas which is internationally renowned. 

Coordinating their activity and efforts in these fields would be 

the key to growth and would be beneficial to Europe as a 

whole. 

There are four means of activating these drivers: 

 Establishing a single regulatory framework, to include the 

removal of border-related obstacles, coordination of 

construction regulations and borderless public services; 

 One pool of talent and labour, to include the 

harmonisation of qualification standards and innovative 

cooperation between national labour service agencies; 

 One long-term transport and infrastructure plan, to 

include extending the EU's transport connections (TEN-

T) to the Scandinavian Arctic; 

 One voice in Arctic matters, with the primary goal of 

identifying core common priorities and improving 

coordinated awareness-raising in Brussels and the fellow 

Member States; 

Taking this pragmatic approach, the trio would be able to 

bring much needed economic growth from the north to the 

European Union and its people. It would contribute to efforts 

to meet the goals of the 2020 Strategy. Business would be a 

key player in this endeavour.  

Growth from the North 
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Best practices in business  

and government consultations  

on trade facilitation  

As one of the vice-chairpersons of the Bureau of the 

Committee on Trade at the United Nations’ Economic 

Commission for Europe since 2006, I have had the 

opportunity to take part in many interesting and 

challenging surveys and to follow up on some UN/WTO 

initiatives that could be of interest to the Employers’ 

Group members and maybe even inspire new ideas for 

own initiative opinions in the near future. 

Recent research carried out 

by UNCTAD revealed that 

trade facilitation reforms are 

more difficult to implement, 

but are also more important, 

for developing countries than 

for advanced economies. It 

also stated unequivocally that 

further trade facilitation would 

help to strengthen institutions 

a n d  i n t e r - i n s t i t u t i o n a l 

c o o p e r a t i o n ,  t h e r e b y 

co n t r i bu t in g  to  goo d 

governance, transparency and 

less corruption. 

Our Bureau and team of experts (including Peter Okara, 

Executive Director, Centre for Trade Facilitation) have been 

involved in the preparation of and follow-up to the Trade 

Facilitation Agreement (TFA). This agreement will provide the 

momentum for transforming recent statements of good 

intention by WTO members into commitments and action. 

For this to happen, the parties will be required to work 

together in the search for innovative, effective, cost-efficient 

and simplified solutions to any issue discussed. In other words, 

wide-ranging consultations will be an absolute necessity. This 

will require both business circles and governments to come to 

the negotiating table as equal partners in the framework of 

consultations. 

The recommendations of the UN/CEFACT include 

warnings that it would be counter-productive if governments 

were to treat the consultation process as an enforcement 

mechanism by preaching compliance and issuing instructions. 

Likewise, businesses should not come to the table as though 

they were one large company 

de t e rmin ed ,  a s  ma j o r 

stakeholders in national 

investments, to foist their own 

point of view on regulators. 

Coordinating a large number 

of stakeholders can be a 

daunting task. However, with 

sufficiently well-informed 

stakeholder organisations, the 

commitment of governments 

and the support of civil society 

a n d  e s p e c i a l l y  t r a d e 

organisations, negotiations 

should stand a good chance of 

success. The good news is that ratification of the TFA has 

already commenced, with Hong Kong, China being the first 

WTO member to formally ratify it. The WTO’s General 

Council was informed on 10 December 2014 that the 

instruments of acceptance for the TFA Protocol had been 

deposited with the WTO secretariat. Hong Kong's Permanent 

Representative, Irene Young, told the General Council that "a 

multilateral Trade Facilitation Agreement, which can 

significantly enhance trade flows, is very important to Hong 

Kong, China and I believe it is no less so to other economies". 

In response, the WTO Director-General, Roberto Azevêdo, 

congratulated Hong Kong, China for moving so swiftly on 

ratification. He went on to say in the presence of the Bureau 

that he hoped other members would be inspired by this 

example and would soon be in a position to follow Hong 

Kong, China's lead. 

The TFA will enter into force once the Protocol has been 

ratified by two-thirds of the WTO’s members. The recently 

adopted EU programme, "Asia Activities", with funding of 

nearly EUR 29 million, could serve as an additional stimulus. 
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A New Generation for Europe spends 315 Billion Euro 
By Madi Sharma  

"If I gave you 315 billion EUR to spend on EU 

growth, how would you allocate it?" - That was the 

challenge I gave to our young entrepreneurs and EESC 

members. Given the objectives of job creation, 

productivity, innovation and sustainable growth; 

identifying the priorities was the first hurdle our 

participants needed to overcome.  

Unanimously, the most money was allocated to education, 

skills, training and developing people, with a strong focus on 

entrepreneurship education and growing the entrepreneurial 

spirit in Europe towards promoting employability skills. The 

second priority was to develop strong mechanisms to support 

businesses, especially SMEs through the growth stages: 

preparing companies to be investor ready; accessing relevant 

financial models for the variety of business sizes and sectors; 

managing sales, productivity and distribution increases; 

networking; internationalisation; family businesses and 

succession planning; plus embracing failure; were all high on 

the agenda of target areas for EU investment. Reassuringly, the 

young people would also invest in health, the environment, 

climate change and in ethical business practices.  

Given the responsibility of allocating funding for EU 

growth, our young people were conservative and considerate 

with their decisions. My conclusion for sustainable and 

inclusive European growth would be to include more young 

people in policy development and identify more opportunities 

where the young people in business could join the Employer’s 

Group debates.  

Family businesses have their own specificity and their needs 

should be taken into consideration in the review of the Small 

Business Act – stated Jan Klimek, Member of the Employers' 

Group and EESC Rapporteur for the opinion on family 

business. On 30 January 2015 Mr Klimek met on behalf of the 

Group with Elżbieta Bieńkowska, Commissioner for Internal 

Market, Industry, Entrepreneurship and SMEs to draw the 

Commission's attention to the importance of this particular 

type of companies. The work on the opinion on family 

business was launched by the EESC on request of the 

Employers' Group. 

Family businesses face numerous challenges with 

inheritance procedures; every year dozens of companies are 

closed and hundreds of jobs are lost due to the fact that family 

businesses are not taken over by a successor. 

Commissioner Bieńkowska welcomed the Employers' 

Group initiative and declared that the European Comission is 

looking forward to receiving concrete proposals on family 

business from the representatives of Civil Society. 

The Employers' Group invited Commissioner Bieńkowska 

to take part in the debate with the Members of the Group's 

Bureau, devoted to the current legislative proposals aimed at 

completing the EU's internal market.  

Family business – the Employers' 

Group draws Commission's attention 

to importance of tailored legislation 

Elżbieta Bieńkowska, Commissioner for Internal Market, Industry, Entrepreneurship and 

SMEs meeting Jan Klimek, Member of the Employers’ Group. 
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Young entrepreneurs during the workshop: how to allocate funding for EU growth? 
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Jonathan Peel, REX Vice-President, was the principal 

speaker at a dinner debate in the European Parliament 

on 21 January on ISDS (Investor State Dispute 

Settlement). ISDS has become highly contentious both 

as part of the TTIP (EU – US) negotiations, and with the 

first ever completed EU trade agreement that includes 

investment, namely that with Canada (“CETA”). The 

EESC Opinion on ISDS is expected in REX in March. 

The evening was chaired by Bernd Lange, MEP, President 

of the EP Trade Committee (“INTA”) and organised by the 

European Forum for Manufacturing and Orgalime, the 

European Engineering Industries Association. With some 

10 MEPs present, Maria Åsenius, Chef de Cabinet to 

Commissioner Malmström, summed up the evening. 

ISDS is controversial as it enables companies to challenge 

countries under international law if they feel their investment 

in that country has been adversely affected. There is concern 

among NGOs, unions and others that this would allow big 

US and other multinational companies to try to overturn hard

-won EU standards in health, safety, environment and 

consumer protection, despite clear assurances to the contrary. 

Mr Peel first drew attention to the joint Statement on 

TTIP issued by the Business Round Table hosted by the 

Employers' Group in December. He then pointed out that in 

principle, as Investment Agreements are international, an 

international disputes settlement mechanism is essential. 

International law, to be effective, has to have an effective, 

balancing mechanism. It must be possible to hold the other 

party to account: domestic courts do not cover international 

law.  

Although investment is not a WTO competency, the 

WTO Disputes Settlement Procedure is comparable. Trade 

issues are more likely to affect a ‘class’ of production, such as 

solar panels or bananas, but in investment disputes only one 

company will be affected, and it may not be appropriate to 

raise it to political or diplomatic levels. 

Jonathan Peel also said that figures showed that smaller, 

more specialist companies used ISDS more often than did 

multinationals (only 8% of cases in one survey). 

Due to widespread concern about abuse of ISDS, he said 

that it was essential to improve and update EU ISDS 

mechanisms. First, the use of ISDS needed to be limited to 

the four basis substantive investment protections, namely no 

discrimination on grounds of the nationality of an investor, 

fair and equitable treatment, prompt, adequate and effective 

compensation for non- discriminatory expropriation, and 

transfer of funds related to the investment. 

CETA, the first ever negotiated EU investment agreement, 

offered a way forward but that now needed to be developed 

further. Here the Commission, in its recent report on its 2014 

ISDS consultation, was recommending further work on four 

key, contentious issues, namely: 

 Protection of a State’s right to regulate 

 The establishment and functioning of arbitral tribunals 

 The relationship between domestic judicial systems and 

ISDS 

 Review of ISDS decisions through an appeals mechanism 

Only then would it be right to make a firm decision for the 

TTIP negotiations. 

Peel speaks  

on ISDS in EP 

Jonathan Peel discussing with Maria Åsenius, Chef de Cabinet to Commissioner Malmström 
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