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n July 2023, the European Commission published its annual Strategic Foresight
Report (the Report), focusing on how sustainability and people’s wellbeing can
help to achieve President von der Leyen’s six priori�es for the European Union,
referred to as the “Open Strategic Autonomy.” The Open Strategic Autonomy is
characterized by: a European Green Deal, a Europe fit for the digital age, an
economy that works for people, a stronger Europe in the world, promo�ng the
European way of life and a new push for European democracy. The Report
iden�fies six cri�cal social and economic challenges to its sustainability transi�on
and ten ways to overcome those challenges.

The six challenges iden�fied by the report are:

1. The rise of geopoli�cs, in par�cular a changing geopoli�cal landscape
marked by the Russian war against Ukraine, China’s changing economic and
global focus, and the focus of the U.S. on its domes�c and foreign policies,
that will challenge interna�onal coopera�on on global issues, including
climate change and the transi�on away from fossil fuels and toward green
energy.

2. The need to transform the current economic model to ensure its
sustainability and the wellbeing of Europeans, detach economic growth from
the use of natural resources (currently up to 75% of Eurozone businesses are
highly dependent on natural resources) and transi�on to more sustainable
produc�on and consump�on.

3. The need for sufficient investment from the private sector, in addi�on to
public funding from Member States, to drive the transi�on toward
sustainability.
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4. The growing demand for workers with the necessary skills and technical
training to help navigate both the green and digital transi�ons in the face of
workforce shortages and competency gaps (an es�mated 85% of EU firms
today lack staff with the required competencies).

5. Eroding social cohesion, including growing income inequality and the
dispropor�onate impact of climate change on the most vulnerable
popula�ons, as well as intergenera�onal tensions that threaten trust in
governments and the viability of a green transi�on.

6. Threats to democracy resul�ng from the erosion of public trust in
government and other public ins�tu�ons in dealing with growing socio-
economic issues, coupled with the rise of extremist, autocra�c or populist
movements.

The ten ac�on steps to address the six challenges are:

1. Ensure a new social contract appropriate for a sustainable European
economy, including encouraging Member States to develop “inclusive, high-
quality social services” and renewed welfare policies.

2. Strengthen the EU “single market” framework to drive a resilient net-zero
economy and achieve “open strategic autonomy” and Eurozone economic
security.

3. Enhance the EU's offer globally, including by focusing on the connec�on
between internal and external policies, and strengthening key global
partnerships.

4. Support shi�s in produc�on and consump�on to support sustainability, in
par�cular by “decarbonizing and depollu�ng” the economy, including
streamlining regula�on to impact the produc�on side, and encouraging
sustainable and balanced lifestyles on the consump�on side.

5. Foster a “Europe of Investment”—ensuring that the EU is and remains
a�rac�ve for investments in the net-zero and sustainable economy—
including by developing “an agile, fast and responsive framework” for
boos�ng private investments and “ensuring a posi�ve business
environment.”

6. Make public budgets “fit for sustainability” by, among other efforts, adap�ng
fiscal and tax policies.

7. Revamp policy and economic indicators to reflect sustainable and inclusive
wellbeing, including developing and incorpora�ng “beyond-GDP” metrics
into EU policymaking to measure environmental and social impacts.

8. Make sustained efforts to increase labor market par�cipa�on for all
segments of the popula�on, in par�cular underrepresented popula�ons,
with a focus on both educa�on (including technical, sustainability, digital and
entrepreneurial skills) and adap�ng workplaces and working condi�ons.

9. Strengthen the EU’s ability to defend democracy and promote ci�zen agency,
including by developing mechanisms to counter dis- and misinforma�on,
making social media pla�orms more accountable and suppor�ng
independent media.

10. Complement civil protec�on with “civil preven�on,” which includes
developing “strategic foresight and monitoring capaci�es” to ensure that the
EU is able to an�cipate poten�ally disastrous events, such as the COVID-19
pandemic and Russia’s war against Ukraine, and prepare for their impacts.



The Report is expected to inform the agenda at the upcoming European Council,
which will be hosted by Spain in October 2023, and also contribute to the agenda
at the Commission and EU Parliament’s co-organized European Strategy and
Poli�cal Analysis System conference in November 2023.

Final Thoughts

European Commission President Ursula von der Leyen has long been a vocal
advocate for EU leadership in the green transi�on. The Report, which addresses a
host of non-climate sustainability issues in addi�on to climate concerns,
acknowledges the significant geopoli�cal and economic challenges inherent in the
EU’s transi�on agenda.

As the Report reflects, the EU is considering its dependence on, and place among,
dominant global economic players, including the U.S. (which the Report
acknowledges is a strategic partner) and China. It is also contempla�ng its wider
impact on decarboniza�on and green energy, both in the Eurozone and on
emerging and developing na�ons, in par�cular on countries in Africa, La�n America
and Asia that have strong economic �es to China. Point two of the ten ac�on
points focuses on economic security with an inward focus on Member State
economic coopera�on, while ac�on point 3 focuses on the EU as an appealing
alterna�ve to the U.S. and China for outside partners, and ac�on points 5 and 6
speak to making the EU a�rac�ve for private sector green investment, in par�cular
because of the concern over the high cost of the sustainability transi�on. The
Commission proposes increased funding from both the public and private sectors
to facilitate the transi�on.

Of par�cular note is the proposed adop�on of more expansive “beyond-GDP”
metrics that factor in environmental and health concerns to enable the
measurement of progress toward sustainability. Ac�on point 7 makes that
sugges�on explicit and the report provides an in-depth look at some op�ons for
these metrics, including a well-being-adjusted, “enhanced GDP” measurement that
would include different quality-of-life factors (health, educa�on and recrea�on),
work-related factors (unpaid care and domes�c work), socio-economic inequali�es,
costs of environmental damage (such as pollu�on and greenhouse gas ("GHG")
emissions) and natural resource exhaus�on.

(This ar�cle originally appeared in Cadwalader Climate, a twice-weekly newsle�er
on the ESG market.)
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