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Context:
This round table was organised as part of the consultation carried out by the EESC's European
Semester Group (ESG) for the preparation of an information report entitled “The point of view of
organised civil society in the EU Member States on national reform and investment proposals and
their implementation (2024-2025 European Semester cycle) (ECO/651)". With this report, the ESG
is now continuing the work begun in 2021: consulting national economic and social councils, the
social partners and civil society organisations in the EU Member States on a key subject of the
European Semester.
This consultation focuses firstly on reform and investment measures in the Member States,
particularly those based on the country-specific recommendations 2024 and the implementation of
them. The aim is to assess just how effective these measures are and see what can be done to target
proposals more accurately, improve implementation and step up monitoring by and involvement
of organised civil society. Secondly, this consultation also looks at the medium-term fiscal
structural plans, proposed in the wake of the revision of the economic governance framework, for
which the preparation, implementation and monitoring have been incorporated into the European
Semester. Finally, it builds on previous consultation exercises by examining the progress made on
implementing the reforms and investments provided for in the national recovery and resilience
plans and which are financially supported by RRF funds. At the same time, it aims to learn from this
instrument, some of whose features and mechanisms could be applied to other EU financial
instruments.
The results of this consultation will be summarised in an EESC information report, also set out in an
annex, in which the Committee continues to promote a more participatory European Semester and
economic governance framework, with greater ownership at national level and closer involvement of
organised civil society.
This round table addressed the following questions (taken from the questionnaire on which this
consultation is based):
e The reformand investment measures in the Member States, particularly those based on the
country-specific recommendations 2024 (CSRs), and the implementation of these measures;
e The medium-term fiscal structural plans;
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The implementation of the reforms and investments provided for in the national recovery
and resilience plans.

General comments

e Almost half of the invitees contacted and consulted in advance took part in the round-table
discussion, which is more than in previous years. The composition of participants was
considered to be good, with all segments of organised civil society represented. The proportion
of interest-representation associations involved in standard social consultations — those largest
and best-informed — was lower.

e Only around 20% of the respondents to our initial question on in-depth knowledge of the three
specific topics on the agenda responded positively, in line with the low level of knowledge in
previous years. As a result, comments of a more general nature were made outside of the topic,
mainly concerning the consultation and involvement of organised civil society. These are
presented together in the fourth and final chapter.

The reform and investment measures in the Member States, particularly those based on the
2024 country-specific recommendations (CSRs), and the implementation of these measures

e The participants agreed that there was a growing emphasis on the part of the EU, both in writing
and verbally, on the EU’s need to perform in an unusually challenging global environment.
We are in a transition period which could go on for years or decades, and which will have
profound economic, environmental and social impacts. However, the Hungarian government
is lagging far behind in the use of Semester documents and recommendations and their
incorporation into planning. These needs are seldom recognised, and if they are, they are only
rarely met. Too little attention is paid to these challenges. In general, there is a need to ensure
that planning at Member State level is more closely aligned with EU-level efforts.

e The participants agreed that there was a general need for better follow-up on the use of EU
programmes and funds. Although some reports detail the use of EU funds and their impact
(e.g. cohesion funds), they do not address deeper structural problems. Decisions taken, whether
at EU or national level, should be evaluated. One participant suggested that the planning of the
next seven-year budget cycle should include a discussion on which existing or past funding was
no longer needed (from an economic, environmental or other viewpoint), so that available
resources could be reallocated to better achieve the objectives set.

e The participants stressed the importance of ensuring that country-specific recommendations
adequately addressed the impacts of climate change. To ensure this, the involvement of
relevant civil society organisations would be key.

e The inclusion of the UN Sustainable Development Goals (SDGs) in the planning process and
thus in the country-specific recommendations was seen as a positive development. One
participant noted that even if the SDGs were not fully met, it was already positive that the
direction of progress had been set. In general, the participants agreed that the frameworks of
conditions for the designated objectives should have sufficient flexibility to be able to adapt
to a changing environment.

e With regard to the Sustainable Development Goals, the participants noted that at least another
40-50 years would be needed to meet the targets and felt that the SDGs were not adequately
funded and supported by financial and other means.



The participants also welcomed the inclusion of sustainability among the optional subjects
for the secondary school-leaving certificate, but stressed the need to improve the situation
and quality of public education and to raise awareness among young people.

The participants, in particular trade union representatives, stressed that without competitive
incomes, the economy could not be competitive, because competitive skills would trickle out
of the country. In this respect, there is a big gap in Hungary between micro, small and medium-
sized enterprises and large companies. Micro, small and medium-sized enterprises are unable to
keep pace with large companies in terms of wage growth, but at present the latter also have no
interest in targeting internationally competitive wage levels. It would be essential to find a
common, consensual solution to this problem before it becomes even more bigger.

With regard to the emigration of competitively skilled workers, the participants noted that, in
addition to income, the practical implementation of education, health and environmental
protection objectives also played a role.

The country-specific recommendations include decoupling from fossil fuels, but this goal can
only be achieved for projects financed by EU funds. There should also be a requirement at
Member State level to meet this objective.

One forward-looking solution is to upgrade human resources and adequately address the
situation of older people.

Participants stressed that trade union and workers’ rights are constantly being undermined
due to the weakening of legal certainty, which may have an impact on, inter alia, work-life
balance, occupational accident protection, occupational safety, etc. The quality of human
resources is critical and adult education should be strengthened.

The challenges of an ageing society are also not sufficiently reflected in the country-specific
recommendations, nor in the Hungarian government’s plans. Meanwhile, the changing values
of the younger generations will greatly determine how the future should be planned, and a
paradigm shift would be needed.

The participants felt that there was a lack of focus on the areas of textile strategy, waste
management, and circular economy and on training, upskilling and digitalisation in relation to
these areas.

New medium-term fiscal-structural plans

The participants welcomed the fact that the new EU economic governance framework puts
a stronger focus on the debt-to-GDP ratio of 60%o rather than the requirement of a 3% budget
deficit. At the same time, the new system is complicated and therefore opens the door to
long-term discussions on both the planning and the implementation of medium-term
budgetary-structural plans, for four or even seven years. The participants noted that it was
difficult to predict the state of the economy 3-5 years ahead and expressed concern that the new
planning system could lead to senseless debates, with different planning actorsrelying on trends
rather than concrete data.

As regards the Hungarian medium-term fiscal-structural plan, participants noted that the targets
(mainly the net public expenditure path) were difficult to justify. The Hungarian
Government’s forecasts do not match those of the EU or other recognised international
organisations (such as the OECD or the IMF). Analytical firms in Hungary also expect an
increase in public debt and budget deficits. It is hard to understand what the government’s



projections are based on, and thus the Hungarian plan is unrealistic and unfeasible, and the
figures also need to be explained to the EU.

The participants stressed that price caps for all should be phased out of the Hungarian budget
system and more focus should be made on targeted social support aspects at market prices.
Regarding the reduction of the budget deficit, the participants agreed that financing through
increased taxes was not sustainable.

The participants pointed out the contradiction that there was no chance of eliminating
territorial, competitiveness and social divergence without adequate resources, while public
debt would also have to be reduced.

As regards the need for fiscal consolidation, trade union participants stressed that workers were
mainly concerned about the extent to which they would be affected by the cost of crisis
management and that, based on current plans, this was expected for the time being to have a
large impact. It would be important to ensure that the social burden was fair and
sustainable. This requires a well-functioning consultation mechanism with organised civil
society.

Status, implementation and prospects of the reforms and investments provided for in the
national recovery and resilience plans

According to the participants, it was questionable whether the Recovery and Resilience
Facility (RRF) would achieve its objectives and whether the EU’s commitment to a common
debt burden was justified. However, it was agreed that if this tool was already available,
Hungary should make better use of it. With regard to the Hungarian national recovery and
resilience plan, the participants agreed that there had been no progress on the fulfilment of
milestones and therefore no payments had yet been made from the EU. Meanwhile, as the
government was failing to meet important rule of law conditions, other EU sources were
blocked.

General findings on the involvement of social partners and civil society organisations in
Hungary

Representative bodies should be considered by the government sector as partners. This does not
mean that social partners and civil society organisations are absolutely supportive of all
government endeavours, but their involvement is important for them to be able to express their
views, as these organisations act as intermediaries and can also put forward positions and
considerations that the government is not aware of. At present, the conditions are not in place
in Hungary for social partners and civil society organisations to play their role as
intermediaries.

The participants explained that it was up to the will of political leadership to determine the
scope for coordination of interests; there was no permanent, structural consultation process.
With regard to existing consultation processes, participants noted that consultation may be
completely left out, but that when it did take place, social partners and civil society
organisations were often faced with impossible deadlines. For example, they often have one
day to express their views, or the consultation is launched on Friday evening with a deadline of
Monday morning.



The participants agreed that there was an increasing lack of transparency in government
planning processes, such as a lack of transparency in the budgetary planning process, which
prevents stakeholder bodies from taking up an informed position.

A participant from the employers’ side noted that there were also examples of unpredictability
on the part of the EU (e.g. the Temporary Crisis and Transition Framework (TCTF)) and that
it had not been possible to be sufficiently involved in the development of the framework of
social conditions introduced in the agricultural system.

A trade union participant also confirmed the complete lack of social dialogue and noted that
the system of coordination of interests was completely fragmented. Especially in view of the
diversity of civil society, it would be necessary for Hungarian civil society organisations to be
able to develop harmoniously at national and even EU level. A coherent social partnership
system at macro-economic level would be needed.

Participants agreed that the lack of legal certainty and repeatedly extended emergency
governance by decree made advocacy work impossible.

Many participants also noted that government communication, as well as a media environment
with a high degree of government influence, made it difficult to engage in advocacy, as EU
recommendations and proposals from representative bodies were being distorted.

The only positive noted by the participants was the process of minimum wage negotiations.
The participants agreed with the proposal that social dialogue would be greatly facilitated and
strengthened if the disbursement of certain EU funds was made conditional on the
implementation of meaningful and structural consultation with the social partners and
other civil society organisations.

The participants also agreed that both the social partners and other civil society
organisations were facing a lack of capacity. It was assessed as a step forward that EU funds
were now available for capacity building.



List of participants: (broken down by the groups used within the EESC)

Employers:
o 1 professional chamber

e 3sectoral umbrella associations

Employees:
e 2 sectoral trade unions

e 3 umbrellatrade unions

e 1 professional association

e 1think tank

e 1 environmental association
e 1 family-social association
e 2academia

Others:
e 1 ministry
e 1banking

e EUPerm. Rep.

Organiser
European Economic and Social Committee (EESC), in partnership with the Representation of the

European Commission in Hungary and the European Parliament Liaison Office in Hungary



