
143CALEIDOSCOPIO: Europe 2020: Competitive or Complacent? 

vice-versa in the last decade and it records net positive 
income from FDI of around €75 billion.

Further more, “the EU is among the most networked re-
gions in the world, with deep financial assets and many 
pockets of innovation and high skilled talent. It is either 
the most important economic partner, or among the most 
important economic partners, for almost all other regions. 
But in the G20 world it is losing ground or has failed to 
reposition itself in some key markets, has suffered major 
financial shocks, is plagued by persistently low growth, 
has a high degree of energy dependence, and acutely needs 
a steady stream of high-skilled migration”1. 

Indeed, according to Daniel Hamilton, “Europe’s Achilles 
Heel” is its people, citing as justification its ageing popula-
tion, shrinking workforce and an inability to attract skilled 
foreigners: “Europe needs to double current net immigra-
tion to halt its population decline, triple it to maintain the 
size of its working-age population and quintuple it to keep 
worker/elderly ratios at today’s levels”. 

The EU is already home to the largest number of migrants 
in the world, almost 70 million out of a reported 164 milli-
on worldwide: 42.6% of the total, but it seems to have be-
come a magnet for the unskilled. Highly skilled foreign 
workers account for only 1.7% of all workers in the EU, 
compared to 9.9% in Australia, 7.3% in Canada and 3.5% 
in the United States. A massive 85% of unskilled foreign 
labour comes to the EU, while only 5% goes to the US.

“Tal ent ed immi grants are cru cial as the EU con fronts acute 
skills short a ges (…) The EU must tap the poten tial of its 
peo ple to man age dem o graph ic chal len ges, sus tain social 
mod els, and devel op skills for a knowl edge-based eco n-
o  my. A pan-Euro pe an tal ent strat e gy must attract skilled 
for eign labor; ensure free move ment of peo ple; facil i tate 
busi ness-edu ca tion links; improve labor mar ket access; 
pro mote edu ca tion in key tech nol o gies; and boost over all 
skills train ing”2.
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In Europe 2020: Competitive or Complacent?, Daniel 
Hamilton, Johns Hopkins University’s Center for Trans-
atlantic Relations Executive Director, shows how the EU 
is connected to other continents, and what those ties mean 
for Europe’s competitiveness in a G20 world. According 
to the report, the EU brings considerable strengths. It is 
a world-class trader and investor, and its health is sound 
despite the Euro-zone crisis. Five of the top ten and ten of 
the top twenty most competitive countries in the world are 
EU member states. As for investment, the EU is the largest 
provider and recipient of Foreign Direct Investment (FDI) 
in the world, with intra-EU investment increasing rapidly. 
The EU invested 35% more in the rest of the world than 

1 Executive Summary, p. 1.
2 Interview from Daniel Hamilton in Europost, “Europe is falling 

short of talent”, Brussels, March 12, 2011.
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Inte gra tion with in the EU is far less than that with in the 
US; trade between US states is two to three times high er 
than trade between EU Mem ber States. Deci sion-mak ing 
is often frag mented and inef fect ive. The lack of a Euro-
pe an pat ent means that patent ing an idea in the EU is 10 
times more expen sive than in the Unit ed States. EU Mem-
ber States oper ate under a com mon trade pol i cy, but their 
trade ori en ta tion and per form ance vary con sid er a bly. In 
are as such as agri cul ture the EU remains high ly pro tec-
tion ist. “By and large EU lead ers have fail ed to con vey the 
rel e vance of the Euro pe an project to ris ing gen er a tions in 
a new world. One result of this fail ure is that the EU itself 
is not a coher ent com pet i tor, but rath er an often-rag ged 
com mu ni ty of sol i dar i ty com posed of an ever-more dis pa-
rate group of Euro pe an coun tries. Too often its sum is less 
than its parts”3.

In order to improve the state of the EU and make it suc-
cessful, the book set out eight priorities and recommenda-
tions:

- Get the recovery right.
- Boost productivity to drive overall growth.
- Complete the Single Market. 
- Break the link between wealth production and re-

source consumption by promoting energy efficiency 
and renewable energies. 

- Innovate by investing massively in Research & De-
velopment. 

- Power its people by creating a pan-European talent 
strategy.

- Become a critical hub in the G20 word.
- And last but not least, awak en  “the Europe’s sleep-

ing giant”: the services sector. 

Indeed, the services sector is the “EU’s big gest untapped 
source of jobs and eco nom ic growth. The EU is the world’s 

larg est region al trad er in serv i ces. The EU15 almost quad-
ru pled their serv i ces trade bal ance over the past dec ade; 
the EU has a trade sur plus in serv i ces with almost every 
world region. Serv i ces account for 70% of Europe’s out-
put, but just 23% of Europe’s trade: there is room to grow. 
If the EU Serv i ces Direct ive were ful ly imple ment ed, it 
could deliv er more than 600,000 new jobs and eco nom-
ic gains ran ging between €60-140 bil lion, rep re sent ing a 
growth poten tial of at least 0.6-1.5% of GDP. It should 
also be extend ed to finan cial serv i ces, health, employ ment 
and social serv i ces. The EU should do more to cap i tal ize 
ful ly on it strengths in trade and for eign direct invest ment 
in serv i ces”4.

To conclude, in his book Daniel Hamilton estimates that 
the Euro pe an Union has a dec ade to “win the future” as 
Barack Obama phrased the same challenge faced by the 
US5. If, in the meantime, the EU is not able to do so, the 
result ing strains could chal lenge its con struc tion. Pol-
i cy mak ers urgent ly need to fix the finan cial sys tem and 
advance fis cal aus ter i ty with out under min ing the EU’s  
frag i le return to growth. The EU must raise its pro duc-
tiv i ty, if it is to deal with its dem o graph ic chal len ges and 
sus tain its social wel fare mod el. Fail ure to do so will mean 
a peri od of low or no growth, which is like ly to gen er ate 
great er domes tic and intra-EU con flicts while leav ing the 
EU behind in a world of high-growth com pet i tors.
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3 Cf. Executive Summary.
4 Interview from Daniel Hamilton in Europost, Brussels, op.cit. 
5 Quotation from the European Voice, in “Can Europe win the fu-

ture?”, March 16, 2011.


