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Note to Directors
Subject: 
Report by the High Level Group on the future of employment and social policy in an enlarged European Union

The Commission established end 2002 a High Level Group on the future of employment and social policy in an enlarged European Union. The group's mission was to present mid 2004 a report in which it identified challenges and opportunities and outlined possible orientations for policy action in the second half of the decade.

The group worked independently. The report does thus not commit the Commission in any way. It provides a contribution to the reflection on the future agenda, to be presented by the next Commission.

A brief introduction to the High Level Group and its main results is enclosed for information. Also a copy of the full report is attached.

The report is now ready to be presented – in English - to the actors, stakeholders and the public at large. A press statement will soon be released. A glossy publication, as well as translations in English and French will become available over the Summer months.  
This report will be presented by Professor Tony Atkinson at the Directors' seminar on 12 July.  I believe that it will provide an interesting source of inspiration for our discussions on the preparation of the next social agenda. 

The report should also be a valuable input into the debates during the Dutch presidency, as it will be presented by members of the group and discussed during seminars and conferences. Also a presentation in the European Economic and Social Committee by the chair of the group is scheduled for September. 
Finally, I wish to thank all of you who have provided, directly or indirectly, support to the good functioning of the High Level Group.

Odile QUINTIN
Copies: Heads of Unit – DG Empl (by e-mail only)

Report by the HLG on the future of employment and social policy

1.  Introduction
The social policy agenda was launched in June 2000 by the Commission and endorsed by the Nice European Council in December 2000. A mid-term review, updating the planning of actions, took place in 2003. 
The current agenda runs until end 2005. A next agenda will likely cover the period 2006-2010. It will be implemented within the framework of an unprecedented enlargement.
In order to prepare a new agenda, the Commission established end 2002 a High Level Group on the future of employment and social policy in an enlarged European Union. 
2. Mandate of the HLG 

The High Level Group was established by the Commission to identify the main challenges, opportunities and pathways for action for the European Union over the period 2006-2010 in the field of employment and social policy. 

The mission of the group was to produce an independent report, which should help the Commission in outlining a comprehensive agenda for employment and social affairs within the framework of the in Lisbon initiated strategy on the transformation of the European economy. At the heart of this agenda is economic competitiveness and social justice, notably through more and better jobs and greater social cohesion.
A new agenda, to be presented by a new Commission, will likely cover the period 2006 to end 2010. Hence, the request to the experts to focus on the mid-term future. 

The group adopted a broad definition of its mandate. It looked in detail at patterns determining long-term trends - demography in particular. It also made recommendations which fall outside the immediate scope of responsibilities concerning employment and social policy.

The following questions were included in the mandate of the group: 
· How successful has the EU been with its employment and social policies? What are the strengths? What are the weaknesses?  What is the assessment with regards to the contents of policies? And what about the methods? What lessons should be learnt from the past experience for future action?

· What are the main drivers for change? Will technological innovation continue to accelerate? How will globalisation affect the approach on employment and social policies within the EU and towards the rest of the world? What impact will demographic ageing have and what will be the role of migration? How will equal opportunities affect economic and social life? How will institutional change affect the capacity to act at EU level? How will enlargement itself relate to such drivers for change? 

· What are the main challenges the EU will be confronted with in the second half of the decade affecting the employment and social situation as well as social cohesion? What will be the impact of diversity in an enlarged EU to the definition of European objectives? Will the European Social Model need further modernisation and strengthening? And if yes, along which lines? Is there any prioritisation that can be made with regards to the challenges?

·  What will be the scope for action at EU level in employment and social policy under the new governance conditions? How can the instruments accommodate the diversity of an enlarged Union? What will be the role for legislation, social dialogue, the open method of co-ordination, awareness raising and exchange of good practice? What role will there be for financial instruments and in particular for the Structural Funds? How could all these instruments be combined in support of EU objectives and policies? How can they be used to enable the participation of all stakeholders and foster their contribution to the European objectives?

· What policies could the EU develop to work towards the overall task of the EU and the political goals set? What should be the new priorities? What new approaches are needed in the various policy fields (employment, social protection, social inclusion, labour law, basic rights including non discrimination, equal opportunities, social dialogue) that could be developed in the new agenda? How can the synergies and consistency between these policy areas be improved? How can employment and social policies strengthen their complementarity with other EU policies?
3. Composition of the HLG

The group was composed of the following five members:

· Olivier Dutheillet de Lamothe (Chair), Member of the French Conseil d'Etat; former Social Counsellor of the French Presidency
· Tony Atkinson, Warden, Nuffield College, Oxford  

· Maria João Rodrigues, Professor at ISCTE, University Institute, Lisbon; former Minister for Employment in Portugal 

· Ludek Rychly, Senior Specialist at the International Labour Office, Geneva; former Deputy-Minister of Labour and Social Affairs in the Czech Republic  

· Florian Gerster (until January 2004), Chairman of the Board of Management of the German Employment Service; Dieter Schimanke (from February 2004), Professor in Administrative Science; former Secretary of State in Germany

Specific attention was given to ensuring an acceptable balance: geographical, small vs big Member State, different welfare regimes, EU-15 and new EU-10 representation, gender, academic, policy and political experience.

The group worked for one and a half year and heard many experts. It conducted hearings of the social partners, the NGO's and had a session with a delegation from the European Parliament.

4. Key messages
The High Level Group has identified three major challenges for the next social agenda (Chapter 1):

· Enlargement

· Population ageing

· Globalisation

It deems it necessary to design the next social agenda within the framework of the Lisbon Strategy, even if this strategy has to be updated (chapter 2). 

It has defined five major policy orientations (Chapter 3):

· Focusing the European employment strategy on 3 objectives: to extend working life; to implement life long learning; to address economic restructuring;

· Reforming the social protection systems

· Fostering social inclusion

· Allowing European couples to have the number of children they desire

· Developing a European immigration policy

The Group proposes to combine all the European instruments to reach these strategic goals (Chapter 4). In another section, the report provides a summary of the policy recommendations in an operational context.

Beyond these policy orientations, the Group would like to convey five main messages which could inspire the next social agenda:

· To improve the contribution of social policy to growth, competitiveness and social cohesion by developing lifelong learning, modernising work organisation and reforming social protection

· To extend working life by increasing the employment rate not only of the senior workers and of women but also of the young. We can both extend and improve working life by offering men and women a more flexible pattern of life, combining working periods, training periods and periods dedicated to children and to the elderly. This implies the promotion of mobility over the life cycle both through working arrangements and social protection.

· To foster social inclusion and invest in children and young people. Even if social policy currently focuses on the elderly and the sustainability of pensions, we must not forget that many young people are today at risk of poverty in Europe and that they will play a key role in the future of our societies.

· To create a new demographic dynamism. History – the post war period – and geography – the example of United States compared to Japan – prove that demography is a key factor in the dynamism of a society: if we want to instil confidence and dynamism in our too often gloomy societies, then we should:

· develop a more selective and better integrated immigration; 

· allow the young couples to have the number of children they desire. 

· To promote good governance in social affairs throughout Europe. Taking into account the differences between Member States, especially in EU-25, European social policy should define common objectives and not try to harmonise the social systems, which is both impossible and incompatible with the European political framework. It makes it all the more important to promote good governance at EU level as well as in each Member State.

Through these different messages, the idea of a new intergenerational pact emerges.

The present intergenerational pact is focused on the elderly and based on fears: fears of ageing and of its consequences on the pension system and on the labour force; fears of migrations. The new intergenerational pact should be focused on the young and based on confidence: it is now time to turn all these fears into a win-win process based on a positive perception of the future and a new intergenerational balance. 

The European Union could contribute through the next social agenda to the emergence of this new intergenerational pact which should involve the Member States, the social partners and civil society.

5. Next steps
The Dutch Presidency – Minister de Geus in particular – has been advocating that the Dutch Presidency should play an important role in shaping the new agenda. Originally, the Dutch Presidency was hoping to be in a position to determine for the Commission what it should be doing in the coming years. In the mean time, they have realised that neither the substance nor the timing of the agenda can be imposed by them.

The pragmatic solution consists of a series of activities which should help the reflection on the new agenda. This involves the informal Council meeting in July in the first instance. The plan is to have a debate between ministers which will help steer the discussions and work in conferences on specific policy issues. Towards the end of the presidency – early November – there will be a large concluding conference, involving also ministers of employment and social affairs, which will help to develop the background against which the next social agenda could be developed. 
Finally, it will be up to the new Commission to determine precise timing and policy measures to feature in the new agenda.

 Annex

Summary of the Policy Recommendations

1
Employment

1.1
Focus the European Employment strategy on 3 priorities

1.1.1
To extend working life:

For the young:

· With the shrinking of the labour force, it should be as important today to secure an earlier entry to the labour force as to postpone retirement. 

· This implies that the skills match the jobs. Access to the labour market, suitable to the competences of young people, should become a real opportunity for every young person.

· To develop training given partly in an educational institution and partly in the workplace, like for instance in Germany, appears as a good way to implement access of the young to the labour market.

· Both public authorities and the social partners should consider it their responsibility to foster a lasting integration of young people into the labour market. It is important to build pathways to work and training, within an effective use of preventive and active measures, including intensive coaching.

For women:

The High Level Group, as the Employment Taskforce, urges Member States and social partners to: 

· remove financial disincentives to the participation of women, notably in relation to wages, benefits and taxation, including the gender pay gaps;

· increase the availability, affordability and quality of childcare and eldercare;

· improve working arrangements, with measures to boost the attractiveness of part-time work and facilitate career breaks and flexible working.

For older workers:

The policy recommendations for concrete action concern three levels.

· At the level of employment and social security systems 

· decrease the incentives to leave working life early and to reduce strongly early retirement

· promote later retirement through pension reforms 

· develop the possibility for retired people to work (including through part time or temporary jobs) 

· At the company level, in particular through the involvement of the social partners, 

· promote the implementation of lifelong learning for older workers 

· improve working conditions 

· modernise the organisation of work in particular to better meet the needs of older workers while effectively using their expertise, including through shifting types of jobs (e.g. from a management post to an advisory post or coaching) or by taking up employment in a dependent company

· At the level of society
· To increase the employment rate of older workers will require society to think differently about the potential contribution of older workers; this will imply a tremendous change of mentalities.

· Promote a shift in public opinion through for instance advertisement campaigns (like in Nordic countries)

1.1.2
 To implement lifelong-learning 

· National strategies should be defined to implement lifelong learning:

· to organize supply: schools, companies, internet

· to facilitate access to lifelong learning through working-time arrangements and new tools to validate professional experience

· to share the cost between public authorities, workers and companies

· The national strategies for lifelong learning should, at the level of working conditions:

· give more attention to the learning needs of specific target groups which have so far been underrepresented:

· people with low skills levels, older workers, migrants ; 

· employees in small and medium-sized enterprises.

· include access to training activities as a standard ingredient of the employment contract and collective agreements 

· connect learning with arranging working time and the arrangement for sharing costs and investments 

· foster the individual initiative through the creation of individual learning accounts

· The national strategies for lifelong learning should, at the level of learning instruments:

· diversify the means for lifelong learning

· support the creation of networks of services validating and certifying the outcome of informal learning activities.
1.1.3 
To address economic restructuring

· Restructuring is a key horizontal issue and should be treated as such in all Member States.

· Employment goals should be at the centre of economic and social policy. There is a key role here for the European employment strategy and the active involvement of the social partners.

Measures in favour of youth employment should be given high priority in the National Action Plans, together with further improvements in education, vocational training and real implementation of a life long learning system, including necessary institutional and budgetary measures.

· Social partners and other relevant stakeholders should be involved in the elaboration of social plans at the level of companies and of development plans at the local level.

· There is a key role for Structural Funds to help to manage economic restructuring. Priority should be given to upgrading both the technical infrastructure and the workers' skills in regions hardest hit by restructuring. Both the Regional and Social Funds are crucial to provide the incentive for increasing the attractiveness to obtain FDI and other private resources to invest in enterprises and economic development in a sustainable way. 

· Regional disparities must be addressed by a wide range of measures supported by EU funds, including more investment into the technical infrastructure, housing and transport policy.

2.
Social protection 

2.1
Modernizing social protection to develop jobs creation 
· To make work pay, in particular through reforming taxation, labour market, and social security systems. 

· To broaden the basis for the financing of social security systems. Several approaches are feasible: one is, for example, to draw more intensively on other types of income than wages. Another option is to finance social security from tax money rather than from social security contributions, as is now done in Denmark for example.

· To make social security benefits more efficient: there certainly is potential to do so in the area of health care. Efficiency can also be increased for the active and passive benefits of labour market policy without narrowing their scope.
· It is of crucial importance that the open method of co-ordination provides a comprehensive approach to steer reform to cater for both old and new social risks, while respecting the specific features and concerns of the different policy strands (social inclusion, social protection, health care). Together with the new cycle of the Broad Economic Policy Guidelines and the European Employment Guidelines, the co-ordination of the different processes will help take forward the Lisbon Agenda in line with new provisions of the draft Constitution..

2.2
Promoting mobility over the life-cycle

At the level of working life, priority should be given to:

· promote the development of an individual working life pattern, allowing career interruptions, for instance for child upbringing or care for the elderly, easier transition between full-time and part-time arrangements, working and training periods, and enabling the extension of working life. 

· adapt social protection systems to support mobility in the labour market and facilitate transitions between different statuses, such as work, training, career breaks or self-employment (job-to-job insurance)

3.
Social inclusion 

3.1
Strengthening the social inclusion process

There are several important features that should be addressed as part of the new streamlined procedure:

· The identification of new risks. Member States can learn from each other in that a new social problem may be recognised first in some countries.

· The evaluation of different policies in different countries. The present process serves well to describe different policy approaches and legislation; it serves less well to evaluate the effectiveness of these policies. There is a strong case for a branch of the Framework Programme (Number 7) being allocated to the evaluation of social inclusion policies.

· The setting of targets. At present about half of EU-15 Member States set quantitative targets for the reduction of social exclusion. These targets are not integrated into the EU process.

· In the second round of NAP, the EU-15 Member States were asked to pay particular attention to the gender dimension. Progress has been made, but gender mainstreaming is weak outside employment issues.

·  The mobilisation of relevant actors. Policies with regard to social inclusion, unlike macro-economic policy, have a very direct impact on the citizens of the EU. Yet the social inclusion process has not so far succeeded in engaging public interest. Much needs to be done to involve the social partners, NGO’s, local governments, community groups, and individual citizens. 

3.2.
Embedding social inclusion in other key areas

In addition, the HLG believes that during the next years, action related to the following five issues having an impact on social inclusion should be stepped up:

3.2.1
Ageing

· To promote affordable quality services in particular for long-term care

· To ensure equal opportunity with regards to access to services, including through innovative funding
3.2.2
Investment in children

· To reduce child poverty, including through a basic income for children delivered by Member States

· To provide pre-school education to all children, from two years onwards

· To set targets to reduce the duration and the specific rate of youth unemployment through national specifications

3.2.3
Ethnic Minorities

· To emphasise policies of integration of ethnic minorities in the Member States. That includes notably education and access to the labour market for the younger generation.

3.2.4
Immigration

· To fully integrate immigrants into their new economic and social life. 

3.2.5
Employment

· To prevent that people in work fall below the poverty line

· To promote in-work benefits without creating new traps

4.
Demography

4.1.
Developing a European immigration policy

· For immigration and integration to be successful and politically feasible, the process should be more selective. The EU immigration policy to attract labour supply should be based on two fundamental criteria:

· an assessment of current and future predictable labour market needs ;

· an assessment of an individual’s capacity to integrate into the new home country, including when changing the employment situation and building on real perspectives for acquiring civic rights.

· To define selection criteria prioritising the types of immigrants according to a system based on points to match the labour market needs better with the qualifications and skills. 

· To set up specific administrative bodies (e.g. to arrange recruitment, screening of candidates).

· To develop an integration policy for immigrants, in particular through education of their descendants, by the Open Method of Coordination in the fields of employment and social policy.

· To develop co-operation with third countries to establish a win-win situation between the EU and the countries of origin (aid; role of immigration for the development of these countries).

· To introduce common protective measures, in particular to establish secure borders. 

4.2.
Allowing European couples to have the number of children they desire

Fertility can be increased by concentrating on three policy areas:

· As to employment policy:

· to encourage women to participate in the work force: there is a correlation between women participation in the work force and the number of children because of the existence of two revenues in the family ; 

· to encourage labour market arrangements adapted to the needs of women and men with care responsibilities (part time, parental leave) open to both.

· As to public policies:

· to offer good and affordable services for child care either collectively (crèches and day-nurseries) or individually (private services) ;

· to develop early schooling from the age of 2 onwards ;

· to offer a proper housing adapted to the size of the families.

· As to societal issues

· To encourage an equal distribution of family and care work within couples 

5
Combining all instruments for improved governance

The High level Group recommends that the combination of instruments be further developed and refined to work towards the strategic objectives of the next social agenda. 

Social dialogue

· A first priority for the social dialogue is to guarantee its effectiveness. Therefore, every effort should be made to build strong linkages between the European and the national levels and to disseminate knowledge on European social dialogue among members and affiliates of social partners’ organizations;

· The social partners should be encouraged to assess objectively their contribution to the implementation of EU social policy and to take appropriate measures at the European, but also national level, to improve effectiveness of their actions;

In social policy areas where the opened method of coordination is used, social partners should be involved and their specific characteristics should be taken into account. They should be invited to develop their own process of benchmarking, exchange of experience and identification of best practices;

· As the current social partners’ work programme ends in 2005, the new programme should be as far as possible coordinated with the new Social Agenda for the years 2006 – 2010;

New items of social dialogue related to main social challenges should be put on the agenda in order to achieve agreements or develop consultations on strategic issues (ageing, youth unemployment, productivity, migration). In the new Member States, social dialogue should deal more specifically with restructuring, the negative social consequences of which could be eased in this way, and with the involvement of the social partners in the planning and implementation of activities related to Structural Funds, especially the ESF;

The High level Group strongly encourages the development of a new agenda for industrial relations "to cope with priorities such as competitiveness and innovation, social cohesion, wage responsiveness, social inclusion and social protection, training and life-long learning, working conditions and work organizations, new forms of employment, working time management, reconciliation of work and family life"
;

· The last Spring Council in Brussels (25-26 March 2004) called for the establishment of national Partnerships for change, tripartite mechanisms aiming at identifying common challenges and giving appropriate response in terms of harnessing change. The commitment and involvement of all actors is the lynchpin on which the success of the Lisbon strategy depends. Proactive partnership alliances are necessary as a lever for change to secure a more active contribution to the process of reform. Collective agreements tend to cover an increasingly broader range of issues beyond classical topics of wage and working time, and are being developed into instruments of anticipating and managing change; 

· The technical capacity of social partners’ organizations to deal with the above issues should be strengthened. European social partners have a special responsibility vis-à-vis their members and affiliates from the new EU Member States. More technical assistance should be provided to help social partners to deal with new contents of social dialogue;

· Objective and credible indicators of industrial relations should be developed and data disseminated;

Legislation 

· Implement the "acquis communautaire" and apply Community law throughout the enlarged European Union

· Privilege the social dialogue to find solutions to common issues, through binding agreements or other instruments, either through the autonomous work programme of the social partners or through consultations launched by the Commission. The Commission should continue to play a key role with its right of initiative for new legislation, hereby giving an incentive to social partners to opt for a negotiation route to settle the issues at stake between themselves. 

Open method of co-ordination

· The open method of co-ordination should be further developed within the employment and social domains. The new provisions of the draft Constitution provide a legal basis for that.

· For the OMC to be effective, a few conditions have to be met. It is crucial that the policies are based on a previous strategic exercise and thus making choices and developing new political orientations. In other words, the OMC should not become a mere reporting exercise. Its added value lies in the definition of clear policy choices and its policy-making capacity. Therefore it should be strategic, improve the learning process, improve the participation of stakeholders while avoiding to be a bureaucratic process, and provide co-ordination between different policy strands.

· The Spring European Council is improving its methods since 2001. One of the major improvements concerns the coordination and the synchronisation between the broad economic policy guidelines and the employment guidelines which will be achieved for the first time in 2004, requiring a “follow-up package” to be prepared before the Spring European Council and a “guidelines package” to be presented afterwards.

On the other hand, the effectiveness of the strategy is impeded by the vastness of the scope of the policy plan. Too many subjects are on the table at the same time. This inhibits the strategic orientation of the Spring report and means that the menu presented to the European Council is too large. As a consequence, there are serious obstacles in explaining the necessary changes to the public.

Therefore, a selection of a few major projects to be developed over time would be recommendable. It would help to prioritise and ease the pedagogic task of explaining to the population why the envisaged changes are necessary.

European Social Fund

· A key priority for the future should be to strengthen the links between ESF interventions and the National Actions Plans for employment and social inclusion. With regard to employment, the recommendations addressed to the Member States should be taken into account. With regard to social inclusion, the link between the ESF and the Social Inclusion Strategy should be more direct.

The ESF support should be focussed on the most appropriate target groups and activities through the links to the European Employment Strategy and the Social Inclusion Strategy. Examples may include for instance older workers or migrants. 

· The resources should therefore be focused in order to promote employability, adaptability of workers and enterprises to economic change and inclusion of disadvantaged people, through investment in human capital, lifelong learning, and social integration policies. 

· As a guiding principle, the limited resources available outside regions lagging behind should be concentrated on tackling economic and social restructuring through positive management of change. This policy objective allows for flexibility to anticipate and respond to acute sectoral restructuring problems as for instance, those resulting from EU trade multilateral agreements or EU liberalisation bilateral commitments. Equally, it allows for better focusing the Funds' intervention on the underlying structural causes of problems identified in specific geographical areas, at national, regional local level.

· The High Level Group recommends a fair solution of phasing out for those regions which are no longer Objective 1 regions, by provisional and degressive arrangements for a limited number of years.

· The financial management rules should be adapted to the types of project and actors involved. Management and control should be decentralised, through a better and clearer share of responsibilities between the Commission and the Member States.
Improving governance of social affairs

( The efficiency of European social policy is dependent on well functioning public institutions providing for suitable problem solving, decision making and consensus finding at the EU, national and regional levels.

( It is crucial that the process of modernising the public sector continues. The EU should develop specific programmes of cooperation and exchange of experience in the field of legal norms, their proper implementation and enforcement.

( In a larger context good governance is also an issue for the relations between the EU and its institutions on the one side, and the Member States and their political and societal institutions on the other side.

6.
External dimension

· A strategic partnership between the European Commission and the ILO could contribute to a better knowledge of social dialogue as a part of the European Social Model and as a method of good governance in future EU candidate countries, but also outside Europe. 

· To promote cooperation with other countries, neighbouring Mediterranean, Eastern Europe and with developing countries with the aim of promoting some key economic and social elements of the European model. 

The merits of the European Social Model should be presented in the framework of technical co-operation focused on the promotion of good governance in the social field.

� See Report of the High level group on industrial relations and change in the European Union. Office for official publications of the European Communities, 2002.
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