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Experts slam halting pace of reform in EU, new report reveals

A new report by the Stockholm Network shows that while a few significant reforms occurred in the member states in 2004, scant progress was made in most countries due to a lack of political will, entrenched bureaucracy and public antipathy.

In The State of the Union: Market-Oriented Reform in the EU in 2004, twenty eight experts examine the progress made in each EU member state, and at the EU level. Despite the ever-increasing need for economic reform, many countries even took backward steps.

· Ann Mettler, Director of the Lisbon Council, argues that the EU is institutionally opposed to reform. Despite proclamations, enshrined in the now-defunct Lisbon Agenda, to become the world’s most competitive economy by 2010, its vast subsidies, such as the CAP, preclude far-reaching reform.

· Attempted reforms of the health systems in Austria, Denmark and the United Kingdom failed after encountering significant opposition from interest groups and left-wing politicians. These reforms would have introduced greater efficiency into the healthcare sector by increasing patient choice. Stephen Pollard, author of the UK chapter, dubs the Labour Party’s proposals, ‘Market Leninism.’ 

· Tax reforms in the Czech Republic and Italy provided limited gains as income and corporate tax cuts were balanced against rises in indirect taxation, such as VAT. Often, this shift in the tax burden most adversely affected the poor. No progress was made in France, where the tax burden remains so high that thousands of people are forced to live abroad because their tax bill is higher than their expendable income.

· Backward steps were taken in Hungary and Sweden, where the government attempted to re-nationalise the health service

But:

· In pensions, progress was made Denmark, where individuals can now channel a small but significant fraction of their wages into private savings accounts. Reform went a stage further in Lithuania and Slovakia where  mandatory private savings accounts were introduced, and the payments burden shifted in their favour. Tax incentives to make additional private savings were also introduced.

· Germany took massive strides in reforming its welfare system, despite significant public opposition. Dr Karen Horn argues that the success these reforms, which will reduce previously lavish benefits and remove disincentives to work, rests on changing the public’s attitude to employment.

Europe’s ailing public services are in desperate need of reform. The Continent is currently losing ground to emerging economies and has long compared unfavourably with growth rates in the United States. As Europe’s population ages - a problem most pronounced in Eastern Europe and the Mediterranean countries – these shortcomings will only worsen. 

Pension systems are already in crisis, and healthcare services are struggling to maintain standards with waiting lists growing across Europe, even in countries where they were previous unknown. Unless Europe reconsiders some of its most cherished beliefs, it is doomed to a grim economic future.
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· The State of the Union: Market-oriented reform in 2004 is available from the Stockholm Network for £5. The Stockholm Network is a service organisation for Europe's market-oriented think tanks and thinkers.

· For more details, including contact details for any of the authors, please contact Sacha Kumaria, sacha@stockholm-network.org or call (44) 207-354-8888.
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