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Abstract

According to Confindustria, the increasing internationalisation of economy will produce positive effects, under the condition that the EU industrial policy fine-tunes with the process and supports its evolution. This particularly applies in phases of harsh conjuncture, heavy competition, shortages and increase of prices of basic commodities. 

The EU enlargement provides for great opportunities, by widening the internal market and by allowing companies to re-organise their chains of value on a continental basis. However, the competitive advantages of new member states are temporary. Therefore, the medium-long term perspective to be considered is the new division-specialisation of work and production that will re-shape the economic geography of Europe through a deeper regional integration and a stronger capacity of the single components to penetrate the international markets. 

Meanwhile, it is necessary to safeguard the industrial competitiveness of the old and the new member states by supporting the gradual evolution to the knowledge economy and the modernisation of productive systems and infrastructures. Higher productivity, working time and flexibility of labour market are crucial to maintain the industrial basis in Europe. Europe must catch up in productivity (US, Japan) and in costs (China, India) by investing in highly innovative sectors, but targeted industrial policies and trade rules must support. 

In the 80’s China used to profit of low labour costs due to abundant and cheap labour force. During the 90’s a new kind of skill emerged on more technological products (electronics), based on the large distribution of assembled products and on the presence in China of foreign companies from Japan and the Far East. More recently China fostered the development of other high tech sectors such as chemical, biotechnologies, and activities of research and project design (electronic components). Today, some strategic sectors of the European industry (automotive, aero-spatial,  mechanical engineering, and metallurgy) suffer the competition on top of productive processes, with the acquisition of inputs. International markets of raw materials (ex. steel, ferrous and non ferrous metals, coke, rubber) and of some secondary raw materials (metal recycled wastes) are subject to strong tensions originated by the constant growth of the Chinese industrial production, which has become one of first the world’s consumers of raw materials. 

In the last four years the export of copper and aluminium wastes from the EU towards Asia is more than doubled against a strong reduction of the import, also due to export restrictions measures adopted by China and other countries. 

India continues to develop its potential in traditional sectors, such as textile, but it has adopted a niche strategy also in high added-value sectors, like biotechnologies or TIC, favoured by clusters that group up local companies and multinationals from US and UE. De-localisation is spilling over to services, for which India take advantage of low-cost Anglophone qualified workers. (ex. call centres, informatics services, accounting, data processing). When considering the improvement in infrastructures, the competences acquired in high tech sectors, the good level of education, human resources always more qualified, efficient universities and a cost for research sensibly lower than in the EU, China and India look definitely attractive to European industrial groups, that are developing there R&D activities, with a strong pull-up effect, especially in high tech sectors. 

Well over the nominal debate on de-industrialisation, Confindustria believes that those elements, and their rapid development in a few years, are reducing the industrial basis and the competitiveness of Europe. 

De-localisation moves on to high-tech sectors and to services. Improved infrastructures, qualified human resources, efficient universities and lower costs for research, make China and India attractive with a pull-up effect, especially in high tech sectors. Companies start de-locating R&D activities. 

The analysis of the EU Commission is that “there are no evidences of a generalised process of de-industrialisation”. However, worrying signs of structural transformations are detectable at the following levels:  

Macroeconomic. The increasing allocation of resources from the manufacturer to services calls for a strong growth of productivity as the basic condition to maintain a strong industrial basis in Europe. In this framework, working time and flexibility of labour market are factors to be considered attentively. 

In the manufacturer sector. The competitive squeeze of industrialized countries (US and Japan) and emerging countries (China, India) calls Europe to catch up in a twofold competition: productivity on the one side, production costs on the other side, making it necessary to heavily orient investment towards highly innovative sectors.  
In labour intensive sectors. Competition from emerging countries pushes European companies (particularly SMEs) to concentrate on innovative activities and highly knowledge-based products. This strategy can effectively contribute to limit de-industrialisation, if it will be supported by “targeted” industrial policies and more stringent multilateral trade rules.

Actions are urgently needed to:

· Reduce and simplify Eu rules to create a favourable environment for business. 

The weights of Eu bureaucracy for companies is 340 billions Euro. A reduction of 25% would make Europe gain 1,7% GDP. Many Eu rules are unnecessary and excessively complex. Subsidiarity and proportionality are key issues to rationalize decision-making. The Ue “Better Regulation Action Plan”, is fundamental and must be fully implemented. Downsizing the volume is not enough, quality and consistency are also important. Extensive business impact assessments should be carried on legislative proposals from the early stages and throughout the process to estimate administrative costs and effects on competitiveness. 
· Invest in research & innovation. 

Actions should concentrate on issues having an impact on competitiveness. There is the need to increase public funding (EU and member states), to strengthen the links between industry and research centres and institutions, to reduce the fragmentation of research in Europe, to improve career conditions and mobility of researchers, to attract best researchers from third countries, to establish better conditions for companies to invest in research in Europe (European patent, intellectual property, competition, financial markets, tax regimes). The proposal for the 7th Framework Programme R&D should provide companies with more business-friendly instruments and allow a larger participation of SMEs. 

· Invest in human resources. 

Europe is quickly ageing and reducing active population. Confindustria shares the early conclusion of the Task Force on employment and stresses the importance to increase the level of education and reduce the school leave, to adapt workers’ competences, to support investments of SMEs through sector and regional training, to intensify cooperation with industry, to foster the transparency of labour market qualifications, to establish links between university and industry and to strengthen permanent training. 

· Support international markets’ access. 

It is essential to reduce barriers that limit the export of European goods and services, and to make sure that emerging economies respect WTO rules. Priorities are to reduce duties, tariff picks (15%), and non-tariff barriers. A closer cooperation with European and international standard certification bodies would improve safeguard of intellectual property rights. 
New instruments to fight counterfeiting and piracy are needed. Trade defence instruments (ex. antidumping, anti subvention and safeguard), should be maintained and reinforced to avoid illicit commercial practices. Those instruments contribute to competitiveness by establishing a predictable environment for investments. Such a priority should be extended immediately to new member states and acceding countries (Romania, Bulgaria, Turkey) e “neighbour countries” (Russia, Mediterranean, West Balkans) through the harmonisation of their legislations and the signature of agreements to protect European industrial production.
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