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The conclusions Europe draws from the COVID-19
pandemic may be much more far-reaching than its
immediate effects. Never in the history of Europe
has the economy been stagnant for so long, nor
have governments paid such high amounts in such
a short time to keep companies afloat and to

finance the salaries of furloughed workers. How
soon, and indeed whether, Europe will be able to
regain its former prosperity and compete on an
equal footing with the most dynamically
developing regions in the world will depend on the
priorities we set.

With its opinion SOC/700 on Emerging stronger from the
pandemic, the EESC makes the point that it is high time to draw
comprehensive conclusions from the pandemic. Of course, the
pandemic is still in full swing and it can be difficult to fully
determine the extent of the damage and thus reach final
conclusions. But it is precisely because the post-pandemic shocks
seem to be turning into long-lasting crises that are spreading
throughout the whole economy, including the escalating energy
crisis, supply chain disruption, labour shortages and, above all,
inflation, slowly turning to stagflation, that we should draw up a
set of findings and conclusions that would enable us to respond to
the new challenges in an ongoing and informed manner. This is
also a call to the European Commission, which has so far failed to
respond robustly enough to the impending storm.
Future challenges will be, to a large extent, based on the
consequences of today's decisions. To give an example, the high
level of social expenditure and financial support for businesses has
meant relatively low unemployment and bankruptcy rates in
Europe. However, these expenditures have also slowed down the
natural process of replacing the weaker sectors of the economy
with more modern ones. To put it in the economist Joseph
Schumpeter's words, the missing "creative destruction" will have
an impact on the pace of growth and the recovery of prosperity. By
delaying some necessary structural reforms, spending public
money on shortfalls in social services, prolonging most assistance
programmes and continuing the crisis monetary policy, we are
condemning ourselves to a longer process of economic recovery.
The last two quarters of the year may be a cause for optimism.
Since restrictions were lifted in spring 2021, we have seen an
impressive economic recovery, both in terms of GDP growth and
employment. GDP growth forecasts for the whole of 2021 range
from 4.7% to 5.4%, which would be an excellent result if not for the
low level from which the growth was starting. The mood could also
distort our comparison with other large economic areas. However,
rapid growth in employment, rising wages and companies
opening up to innovative solutions bring hope for a quick recovery
in the future. What we must keep in mind, and what the European
Commission and national governments must take into
consideration in their strategic planning, is the whole range of
challenges and risks posed by rapid economic recovery and
changing rules on the economic playing field.
What we are worried about today is not unemployment, but rather
the lack of people to do the jobs, and the rapidly changing nature
of work adds to this challenge. While the new digital economy
offers fantastic opportunities, it also reveals the full extent of
missing skills. For companies it means that they have to cope with
the changing nature of the market and customer habits, which for
them means new investments in technology and restructuring
existing business models. A challenge that will be especially hard
for SMEs to overcome.
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The rise in the number of excess deaths, which is unprecedented in
peacetime, and the disruption of day-to-day life mean that the
priorities and lifestyles of Europeans are radically changing. Not
only the way we work and live, but also what we want from life has
a significant impact on the structure of the economy and political
pressures. Increasing demands on countries to increase spending
on public healthcare and social security will increasingly come into
conflict with expectations of economic growth and ensuring a high
standard of living.
We are therefore facing a three-fold challenge today. First,
repairing national and EU institutions that proved not to be up to
the task during the pandemic. Second, carrying out structural
reforms that will enable our economies to get back on track as
rapidly growing market economies. And third, catching up on the
digitalisation of our economy. The closely intertwined processes of
the changes ahead of us will now be sources of intense disputes
and conflicts within the European Union itself.
The coming years and the decisions we make as national
communities and the European Union will determine the shape of
future socio-economic governance. What Europe will be like in the
coming years, or even decades, will depend to a large extent on
what changes Europeans themselves decide to make right now.
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The EESC Employers' Group is making the voice of big
and small businesses from all over Europe heard at the
Conference on the Future of Europe (CoFoE).
The CoFoE is a once-in-a-generation opportunity to launch a
debate on how we want to shape our common future as a Union.
The fact that the EU has somehow overcome all crises shows the
degree of its resilience. But on closer inspection, it has often been
more of a case of muddling through, rather than sovereign crisis
management.

Representing the backbone of our day-to-day life in all European
countries with its deep-rooted links with all walks of life
(employers, trade unions, civil society at large), the EESC has the
unique role of bridging the gap between policymakers and civil
society.
The Employers' Group is actively making its points of view heard at
the conference, so companies will be able to continue to provide
citizens with jobs, deliver goods and services for consumers and
form the basis of our European economies and public wellbeing.

To be able to face today's and tomorrow's challenges together, we
must use the opportunity that CoFoE presents, and the EESC is well
placed to play a very constructive role at this conference.

Find below details of two major initiatives of the EESC Employers'
Group linked to the CoFoE:

Employers’ Group event on the CoFoE:

Employers' Group Manifesto on CoFoE:

Setting out a New Vision for the Future of Europe

Making the EU Capable of Action
The Employers' Group Manifesto
presents a comprehensive view
on crucial topics that will drive
the future of Europe, in the areas
of
sustainability,
health,
economy, EU in the world,
values, digital transformation,
European
democracy
and
migration.

The green and digital twin transitions have become the mantra of
the Union's efforts to create a competitive and sustainable climateneutral economy. The European Commission's Green Deal –
supported by the New Industrial Strategy, the Digital Strategy, and
the Circular Economy Action Plan – have already recognised that
the two transitions are closely linked.
The EESC Employers' Group believes that we should maintain the
momentum as much remains to be done to make sure that
initiatives to accelerate the green and digital transitions are
brought together in one coherent policy. What is certain is that
Europe's future is closely linked to the future of its industry: strong
ambitions require strong and innovative companies.
With this in mind, the EESC Employers' Group decided to organise
its CoFoE flagship event specifically focusing on these issues. With
the participation of innovative CEOs and the visionary keynote
speakers Herman Van Rompuy, President Emeritus of the European
Council, and Daria Tataj, Founder & CEO of Tataj Innovation, the
event "Setting out a New Vision for the Future of Europe" will
present an opportunity for the business world to come together
and discuss the topics that will drive the future of Europe.

With this paper, the Employers'
Group provides input for the
ongoing discussions at the
CoFoE, but certainly does not
anticipate the outcome of the important discussions which have
yet to take place. Employers feel hugely responsible and
committed to the European Union, a historically unique peace and
freedom project which has been able to develop prosperity and
security in the EU and beyond. Yet, like every ambitious project, so
too the EU needs continuous improvement and new ideas.
Employers’ Group members have also uploaded key messages
related to the Manifesto on the CoFoE platform.

More information
Event “Setting out a New Vision for the Future of Europe”:
 Event information: https://europa.eu/!Qxx7C9
 Follow online: https://europa.eu/!muCtyX
Manifesto “Making the EU Capable of Action”:
 Manifesto: https://europa.eu/!qRGjVK
 Key messages: https://europa.eu/!wncyKk
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To keep transport going while trying to reach the ambitious goal
of the Green Deal will be a challenge that the Fit for 55 package
has to overcome.
Contrary to most other industry and service sectors, transport has
increased its emissions compared to 1990 levels. This is not
surprising, given that fossil-fuelled road transport remains the
norm while transport volumes have increased with an expanding
economy.
With a strong focus on the transport sector, Fit for 55 wants to
reach the goals of reducing CO2 emissions from transport by 55%
in 2030 and by 90% in 2050. The transition to carbon neutrality is
to be reached through measures such as carbon pricing, fuel
taxation, emission standards, availability of alternative low or zero
emission fuels and improved efficiency.
This sounds problem-free and fair, but the devil is in the detail:
 Cost increase through carbon pricing. An enhanced
emission trading system (ETS) with less free allowances and
with an extension from aviation to waterborne and road
transport means purchasing emission allowances increases
costs. This applies particularly where low or zero carbon
solutions are not easily available, as in maritime transport.
 Extra burdens on maritime and road transport. Sectors
that are subject to the ETS are normally not subject to the Effort
Sharing Regulation (ESR), which sets a CO2 reduction quota for
each Member State that can decide how to get there.
Under the ETS it is the companies covered by the system that
pay the price of pollution and measures to reduce CO2
emissions, and ETS results do not normally count against the
ESR quota. However, for waterborne and road transport they
do, as they are included in the ESR. This means that those
transport modes may be subject to additional CO2 reduction
obligations under the ESR system, something that cannot
happen to other emission trading sectors. This could mean an
unforeseeable risk of extra regulatory burdens and costs that
cannot hit other ETS sectors.
 Alternative fuels – a good solution but implementation
issues. Cleaner transport needs clean fuels. Many of those
will need dedicated infrastructure. To better ensure the rollout
of that infrastructure the Commission proposes to replace the
current Directive with a Regulation that will be directly binding.
Still, there are a few snags. For instance, hydrogen, which may
be an excellent solution for heavy duty vehicles, is not yet
available in sufficient quantities and at reasonable prices in its
sustainable forms. The focus on electrification is currently
problematic for heavy duty vehicles. The restrictive view taken
on biofuels, and other zero or low emission solutions readily
available at reasonable cost, is also surprising and could even
be counterproductive.

 The 100% reduction, zero tailpipe-only 2035 target for
CO2 emissions for cars and vans might be too ambitious.
Will the whole fleet in Europe be ready for this in 13 years?
 The ReFuelEU Aviation Regulation should provide for
sufficient flexibility. It may cause competition problems with
third country operators. Aviation is worldwide and this kind of
initiative should be international and raised for instance in the
ICAO.
 The emission standards proposed in the FuelEU Maritime
Regulation should also be more flexible to recognise
alternative production pathways for future shipping fuels. That
the measures fall outside the IMO framework may cause
problems.
 Energy Taxation, in particular the proposals to make
aviation and maritime transport fuel subject to taxation, might
negatively affect the competitiveness of those sectors in
relation to third country operators.
 The risk of carbon leakage or cost competition from actors
operating under more lenient requirements is difficult to
assess. The Carbon Border Adjustment Mechanism is limited to
certain sectors with no protection of the service market. Certain
provisions, for instance in the field of maritime transport
regarding bunkering, are intended to ensure a level playing
field, but the effects of these are likely to remain limited.
Overall, the package means a vast transformation exercise for
transport, a need to upskill and reskill the workforce and huge
investments in infrastructure and technical development. It means
higher costs and clear risks for reduced competitiveness, not least
for SMEs. The package is based on an assumption that the world is
waiting for EU initiative and ready to follow suit. This is far from
certain.
The importance of the climate goals are not in question. However,
with EU and public funding that is far from sufficient and with
proposals building on solutions that are not yet available, and an
obvious risk that the initiative will not be widely followed the
package becomes a high-risk game for the transport sector.
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There was no jubilant mood after the agreement
reached at the Glasgow Climate Change Conference, as
many would have wished for a stronger commitment by
the signatory countries to put concrete goals to
stopping climate change. However, now some weeks
after the conference, the only way ahead is to focus on
the points where there was consensus and on all the
work yet to be done.
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In Europe, the immediate challenge is to make further progress in
the green transition and to develop innovative low carbon
technology projects. And, as the European Economic and Social
Committee (EESC) has reiterated on numerous occasions, this
transition must be just: the people and industrial sectors most
affected must receive substantial support so that they have the
same opportunities as the others.

Stocktake of COP26

Involving civil society, and more specifically social dialogue, can
ensure that no one is left behind. This makes the EESC a key EU
player in giving the different sectors a voice in decision-making.
However, in particular, more structured involvement of young
people and representatives of small and medium-sized enterprises
is urgently needed.

According to Frans Timmermans, Executive Vice-President and the
EU's chief negotiator, the final text of COP26 "reflects a balance of
the interests of all Parties, and allows us to act with the urgency
that is essential for our survival". Timmermans further stressed that
the text "acknowledges the needs of developing countries for
climate finance, and sets out a process to deliver on those needs".

Transforming the production model entails an unprecedented
effort from businesses in terms of investment, innovation and
technology, which should help to strengthen Europe's economic
leadership and not place these businesses at a disadvantage
vis-à-vis countries that do not have EU sustainability standards.

We are well aware that fighting climate change requires a huge
budget. The pledge for developed countries to make an annual
contribution of USD 100 000 million between 2021 and 2025 to
support the most vulnerable nations has not been delivered on,
despite the European Union's efforts that provide almost a third of
the funding. It is therefore important that the text draws attention
to this and agrees on a roadmap for establishing funding from
2025 onwards.

Guiding Europe towards zero pollution requires resources,
incentives, training, technical assistance, etc. Businesses subscribe
to this goal, but we need more access to finance as well as
reasonable timeframes, less taxation and more collaboration from
administrations, especially the Commission.
The EESC has stressed the need for simplified procedures enabling
Member States to access funding from the Green Deal budget and
the Recovery Plan (Next Generation EU). And the Member States,
for their part, must be able to cut red tape so that producing
renewable energy for an industrial plant does not require ten
different permits.
Informed consumers are another key element we need to move
forwards. Information campaigns to explain the benefits of having
high-quality, environmentally-friendly European products are
essential in order to stimulate demand and increase it alongside
the transition being undergone by businesses.

After long hours of talks, with countries as important as India
making agreement difficult, the Glasgow Climate Pact refers - for
the first time in a global agreement - to fossil fuels and the need for
a phase-down of unabated coal power and phasing-out of
subsidies, if we are to keep the objective of limiting global
warming to 1.5 degrees Celsius alive.

The announcement of the two main emitting countries, China and
the United States, which pledged to working together to
accelerate emission reductions, was also encouraging. China's
climate envoy, Xie Zhenhua, said it was an agreement that will
require "concrete and pragmatic" regulations on decarbonisation,
reducing methane emissions and combating deforestation.
Now, looking towards COP27, Europe's challenge is to go beyond
the Glasgow agreements and design a roadmap for Member States
to develop their own strategies to achieve climate neutrality by
2050, taking into account sectors of particular vulnerability. In this
challenge, too, the EESC has much to contribute.
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As the EU grapples with rising energy prices and business leaders
are carefully assessing the Fit for 55, climate roadmap presented
by the European Commission in July, we must state loud and clear
that the CO2 Emission Trading Scheme (ETS) is flawed. Both energy
companies or industrial concerns and ordinary consumers are
likely to pay a huge price for emission reductions.
By the end of 2030, carbon dioxide emissions in the EU are to be
reduced by 55 percent of 1990 levels. The Fit for 55 package
provides a detailed analysis of the European Union’s carbon
output, and identifies the region’s most challenging sectors and
corresponding plans to decarbonise. Buildings, industry and
mobility are identified as the key problem areas in terms of the
EU’s CO2 emissions, together comprising almost 50% of the total.
That is why the Commission proposed to strengthen carbon
pricing within the EU by extending the Emissions Trading Scheme
(ETS) to include maritime transport, buildings and road transport
and to introduce a new Carbon Border Adjustment Mechanism
(CBAM) for selected sectors.
The need to reduce emissions and move away from coal and fossil
fuels while delivering a genuine energy transition is an irrefutable
argument in the fight against global warming, but there are
doubts as to whether the CO2 reduction mechanisms adopted in
the EU might pose a serious threat to the competitiveness of the
EU economy in relation to China or India.
At present, the market for emissions allowances, based on cap-and
-trade principles, has become speculative and is slowly spiralling
out of control in terms of supply and demand. Price bubbles are
forming. This situation calls for a proper reform of the current EUETS to contain energy prices and avoid a global energy crisis,
similar in nature to the financial crisis of 2010.
According to Marek Lachowicz, economist and author of a newlyreleased report on the EU ETS, the CO2 emission allowance trading
scheme (EUA) can be improved, but the biggest problem is that
the European Commission is unable to see cracks in the faltering
ETS system.
Indeed, the system does not work in accordance with the idea of a
free market, because its underlying mechanisms, (Stabilisation
Reserve Mechanism and Linear Reduction Factor) artificially limit
the supply of allowances. Why? Because, although it is assumed
that deficit installations would be able to buy allowances from
surplus installations, this is not the case. A second group of
purchasers has entered the system, namely the financial
institutions, which are free to exploit the fact that some of the
purchasers of EUAs (the energy sector and manufacturing
companies) need them for their economic activity.

That flaws the system. Investors bear no risk and installations have
to buy EUAs at any price. It can be assumed that financial investors
treat emission allowances as a similar speculative asset to oil. EUA
futures prices fluctuate in a way similar to traditionally speculative
oil or gas contracts. Lachowicz's analysis leads to the conclusion
that a bubble is forming on the ETS market, precisely due to the
unequal position of buyers. Even a short-term price drop will not
affect it - sooner or later there will be another bubble. More
worryingly, forcing installations/companies to hold cash in reserve
in the event of an increase in the price of allowances limits the real
ways in which they can reduce their CO2 emissions.
Unfortunately, the European Commission does not seem to be
concerned and wants to extend the system to new sectors, which
pose a real threat to the competitiveness of the EU.
The reduction in the number of free allowances for aviation and
the extension of the system to include maritime transport, along
with the carbon border tax, would increase the prices of goods
imported to the EU, which may lead to tariff wars with the rest of
the world.
The COVID-19 pandemic and the current situation in many
industries have shown the danger of basing supply chains on
imports of essential raw materials and intermediate goods. One
example is the automotive industry, which is being forced to shut
down production and cut jobs because of the shortage of
semiconductors.
At the same time, energy-intensive companies might relocate
their production outside the EU. This could be true also for
companies in the supply chain of raw materials (e.g. steel) which
are at the core of EU competitiveness.
Some might argue that the EU may try to compensate for the
increase in the price of raw materials by increasing the price of
exported products (mainly technology), but we should be mindful
that the technological advantage which Europe had over Asia
two-to-three decades ago has largely been eroded.

In the event of an international crisis, the EU's potential
technological advantage will be irrelevant if it is not supported by
the necessary raw materials.
Transporting raw materials from abroad may also wipe out any
emission reductions we have managed to achieve thanks to the
ETS.

whether this instrument, combined with the equally dubious
carbon adjustment mechanism, should be the foundation
instrument of the EU's energy transformation.

This article was first published in The Parliament Magazine.

The Commission argues that extending the ETS will boost
efficiency. However, a number of studies have shown that the
annual reduction in emissions achieved by the ETS ranges from
half a percent to just one percent.
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Taking into account the enormous costs for society and the little
achieved in terms of emission reductions, one has to wonder
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SMEs will be a decisive factor in reaching the ambitious
climate goals that the "Fit for 55" package sets for
Europe – but if the package's requirements are not
viable for SMEs it could be a severe threat to Europe's
economy.
In order to succeed in the biggest challenge of our generation, the
European Commission has made environmental action its top
priority. Under the umbrella of the European Green Deal, the "Fit
for 55" package will be a tool to meet future climate targets by
revising legislation under the EU 2030 climate and energy
framework. To meet the ambitious target of reducing the EU's
emission by 55% by 2030, the package touches on a wide range of
energy, climate and transport legislation, such as the Renewable
Energy Directive, Emissions Trading Systems and the Carbon
Border Adjustment Mechanism.
The scale of the package leaves no doubt that it will have a huge
impact on SMEs and their operations. It now remains to be seen
whether the new opportunities it brings can outweigh the
additional burden. While this will of course depend in part on what
sector an SME is operating in, it must always be kept in mind that
any additional burden on companies will weigh exponentially
more on SMEs, regardless of whether it is purely administrative or
requires new investment.
To give an example, the revision of the Energy Efficiency Directive
and the resulting renovation of buildings will benefit the
construction sector, which is mainly made up of SMEs. On the other
hand, the revised directive will also bring mandatory energy audits
that will place additional costs and administrative burdens on
SMEs.

To fulfil the spirit of the European Green Deal as a growth strategy,
the following support measures for SMEs need to be taken :
 An impact assessment should be carried out for all important
legislative changes.
 Red tape has to be kept to a minimum for SMEs.
 Changes in legislation must be predictable and coherent, as
SMEs do not have the resources to adapt to constant changes.
 Access to adequate finance to undertake the necessary
investments has to be improved.
 Green skills need to be provided.
During the upcoming negotiations between the European
Parliament and the Council, the crucial role that SMEs will play in
Europe's drive towards climate neutrality needs to be clear to all
parties: climate neutrality cannot work without SMEs and neither
can the European economy.
This article is the outcome of the discussion on The Impact of Fit
for 55 on European SMEs that took place during the 3rd EESC MSME,
Crafts and Family Business category meeting on 11 November.
Speakers from the European Commission discussed the package
with representatives of European business associations and the
category members. The introductory remarks were made by
Spokesperson Ms de Felipe Lehtonen.

Europe cannot afford its ongoing structural skills
mismatch any longer. To stay competitive, it is high time
to increase labour market participation and equip
people with the right skills.
As 90 % of training is funded by Employers, it is clear that
employers are fully committed to reskilling and upskilling. The
webinar "Improving EU and national training policies – way ahead"
discussed what more is needed to tackle this challenge by focusing
on how training provisions can be improved and how skills
anticipation and training funds can help to better align training
with labour market needs.
In the context of the European Commission’s expected proposal for
a
Council
Recommendation
on
individual
learning
accounts (ILAs) in December, employers believe that such an
individualised approach is not the answer to improving training
provision. ILAs could weaken the association between the
financing and content of training provision thereby potentially
resulting in training being less job-oriented and consequently less
responsive to employers’ needs. The recent tripartite opinion of the
Advisory Committee on Vocational Training on ILAs and training
provision highlighted that ILAs are only one possible means of
providing training and that greater emphasis should be put on the
development and strengthening of training funds.
While there is need and scope for mutual learning to improve
training provision, a one-size-fits all approach will not work as
Member States different training systems and sectoral
particularities must be respected. The discussion showed that
training funds, managed by social partners are more effective at
providing training in a way that respects the flexibility within
different national and sectoral settings and supports labour market
relevance of the training. Therefore, any EU policy action should
put greater emphasis on the development and strengthening of
training funds.
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While training funds introduced in many Member States are
heterogeneous, they help to mobilise substantial financial
resources, strengthen cooperation and dialogue between social
partners, increase employers' awareness of the importance of
training and strengthen their commitment to provide training.
Employers need to be involved in their design.
The Webinar discussions clearly showed that in order to improve
EU and national training policies, employers' commitment and
their positive role for skills development needs to be fully
acknowledged and supported by the EU. Social partners also have
a key role to play, jointly, in fostering training provision and
participation.
In the face of the digital and green transitions and demographic
ageing, there is no choice but to finally get to grip with structural
skills mismatches, which have been undermining the functioning
of European labour markets for several decades. Access to a skilled
workforce is a major precondition for successful companies.
The full summary of the webinar can be found here.
The joint event organised by BusinessEurope and the EESC
Employers' Group took place on 26 October and brought together
speakers and participants from the European Commission and
Cedefop, representatives of national governments and
representatives of the EU cross-industry social partner
organisations, EESC members as well as representatives of the EU
level sectoral and national employers' organisations.
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