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Transatlantic relations

too important to fail?
After over a year of Donald Trump's presidency, his
relations with European leaders – and the EU as a whole
– are far from what the EU was hoping for. However,
harsh words and "Twitter diplomacy" have so far had
only limited impact on the economy. Will commercial
interactions continue to be "business as usual", or is a
real deterioration of transatlantic relations a possible
scenario?
During his almost ninety-minute-long first State of the Union
speech, President Trump focused on trade in one paragraph –
squeezing it in between healthcare and investment in
infrastructure. In this one paragraph, he managed to criticise free
trade deals negotiated by his predecessors by saying that "America
has also finally turned the page on decades of unfair trade deals

that sacrificed our prosperity and shipped away our companies, our
jobs and our nation's wealth".
This certainly was not an overstatement from Trump, as he has
constantly and consistently criticised EU-US trade relations (to take
just one recent quote: "the European Union has been very, very
unfair to the United States. And I think it will turn out to be very
much to their detriment"). Under the current administration, the
United States is fast drifting from promoting free trade to
espousing protectionism.
Words have been followed by specific measures, such as the recent
imposition of steep tariffs on imported solar panels and washing
machines. In response, a European Commission spokesman
warned that the EU stands ready to react swiftly and appropriately
if our exports are affected by any restrictive trade measures by the
United States. Taking all these elements together, one could argue

The Employers’ Group Newsletter
that this is really a cold love.
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This is not only about Europe. Changes in trade policy are also
clearly visible within the World Trade Organization, where US
representatives have stiffened their negotiating positions. It is also
worth mentioning the withdrawal of the United States from the
Trans-Pacific Partnership.
But what if we put the politics aside? Then the picture is less
gloomy. I would even say it is business as usual. Companies
cooperate as they did before; they seek new business opportunities
on both sides of the Atlantic. The EU and the US remain each
other's key trade partner.
In 2016, the trading volume between the EU and the US amounted
to EUR 613 billion. The EU and the US are each other's number one
trading partner. The two economies together account for about
half of global GDP and nearly a third of world trade flows. Total US
investment in the EU is three times higher than in all of Asia. EU
investment in the US is around eight times the amount of EU
investment in India and China combined. We must not forget that
behind these figures there are millions of companies and millions
of jobs that depend on good transatlantic relations.
The world of business understands this very well and does
everything it can to avoid political turmoil and to focus on
opportunities. There is no clear indication that the statistics
mentioned above will deteriorate for 2017. President Trump's
disruptive management style impacts transatlantic relations but
cannot dismantle what has been being built for decades. Trade was
and is fundamental to both sides, and neither would benefit from
endangering it.
Academics also agree that the European Union and United States
cannot afford an economic impasse. "Despite suspicion and
misunderstanding on both sides of the Atlantic, U.S. President
Donald Trump and his administration must value the importance of
the transatlantic relationship to the United States and work with
European partners on key challenges like counterterrorism, Russia,
China, and trade," states a new report from the Transatlantic
Academy, which brings together leading European and American
scholars.

own internal disputes. A 'post-American politics' in Europe is
possible and even necessary, but will only come about if EU
member states recognise the need."
Personally, I only share this view to limited extent, as in a
globalised world, the economy and geopolitics are strongly
interconnected. As global challenges have never had higher stakes,
transatlantic cooperation is more important than ever. That is why,
within the EESC, we are continuing our efforts to further enhance
our relations with our American counterparts in the framework of
the EESC Transatlantic Relations Follow-up Committee.
Our mission to the US and Canada last year showed that political
animosity does not influence the positive attitude of
representatives of American civil society. They are often as puzzled
with the current state of American politics as Europeans are. At the
same time, relations with Canada – the second important partner
on the other side of the Atlantic – are flourishing. The ongoing
provisional implementation of CETA – the most modern trade deal
ever – has the potential to set the tone for global standards in
bilateral trade. The Canadian example will be an important case
study for the US as well when, one day (which I strongly hope will
come), American and European negotiators make serious moves to
get back around the table. Trade agreement between the EU and
the US would create value added not only for two transatlantic
partners but for the whole world.
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On the other hand – from a geopolitical perspective – Trump's
presidency is a chance for Europe to attain greater self-reliance. As
noted in the analysis by the European Council for Foreign Relations:
"Even before Trump, America was growing more self-interested
and distant. Europeans could defend themselves, but they continue
to look to America for security because they cannot resolve their
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EU-US TRADE - FIGURES (2016)
Imports: 250,519 Mio EUR

Exports: 363,456 Mio EUR

Total trade: 613,975 Mio EUR;

Balance: 112,937 Mio EUR

Imports 2016

% total

source: The European Commission

Exports 2016

% total

Machinery and transport equipment

44,9%

Machinery and transport equipment

44,9%

Chemicals and related products

22,6%

Chemicals and related products

23,6%

Miscellaneous manufactured articles

12,1%

Miscellaneous manufactured articles

12,8%

Manufactured goods classified chiefly by material

5,8%

Manufactured goods classified chiefly by material

8,5%

Mineral fuels, lubricants and related materials

4,2%

Beverages and tobacco

2,8%
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EFSI: a tool for growth
On 23 January, Italy's National Council for
Economic Labour (CNEL) held a meeting, under the
auspices of the European Economic and Social
Committee, entitled "EFSI: a tool for growth". The
conference had two aims: to promote the use of
EFSI and to examine how this financial instrument
could be useful in the period 2021-2027 in relation
to the European Commission's priorities: research,
Erasmus, cohesion policy, agriculture, Ten-T,
defence and immigration.
The event was divided into two panels. The first was the European
panel, with EP EFSI rapporteur José Manuel Fernandes, EIB
vice-president Dario Scannapieco, Chiarion Casoni from DG ECFIN,
James Watson from BusinessEurope and Renaud de Matharel, CEO
of Cube and EFSI beneficiary for the CUBE Infrastructure Fund
project. The second was the Italian panel, in which representatives
of companies (including EFSI beneficiary Linkem), associations,
banks and trade unions voiced their views on the financial
instrument.
After a brief introduction by CNEL president Tiziano Treu, I
presented the EESC opinion on EFSI 2.0, stressing some of the focal

points: the recommendation that EFSI 2.0 should aim for ever
greater involvement of private capital; the importance of keeping a
market-driven emphasis, reinforcing the additionality of the EFSI;
the fact that EFSI 2.0 should focus its own interventions on sectors
of the future, such as Industry 4.0, smart energy, digital and
transport infrastructure networks, environmental protection and
cross border projects, including large-scale European projects.
Mr Fernandes explained the key role of the European Parliament in
the extension of EFSI 2.0 and ran through all the successes of the
Juncker Plan, albeit saying he thought it needed more visibility
(especially for SMEs) and more geographical balance. He added
that EFSI 3.0 would go on with structural funds but would not
replace them.
EIB vice-president Scannapieco gave a general overview on EFSI
from his bank's perspective, pointing out that 550 000 SMEs would
be involved with the financial instrument. He also stressed the
importance of reinforcing the Advisory Hub (referred to in the EESC
opinion) to help countries carry out structural projects for cohesion
policy aims.
Mr Scannapieco concluded by looking at the role of EFSI in the
social field, giving some examples of social housing projects and
infrastructure projects, such as the new, state-of-the-art hospital in
Treviso and the KOS project for medical instruments in cancer

Source: www.eib.org
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research. Chiarion Casoni from DG ECFIN highlighted how the
Juncker Plan had relaunched infrastructure investment throughout
the European Union. He also explained the "smart use" of the EU
budget for the next economic programme, which will be not only
demand driven, but also policy driven, with a focus on the future
priorities of the European Union, such as sustainable development
and immigration.
James Watson said that BusinessEurope had endorsed the EFSI
programme and stressed three focal points: the fact that it would
take ten years to make up the investment gap, that the impact of
EFSI on the real economy had to be studied and that he hoped, for
the future, that the next MFF would be focused on competitiveness.
The Italian panel gave rise to a wealth of interesting ideas, including
from Davide Rota, CEO of Linkem, a company founded in 2002 to

bring easy broadband access to Italian families that now has more
than 800 employees. Mr Rota explained that EFSI procedures were
easier (25% paper) and quicker than normal bank loans, while still
being thorough. He is continuing to use EFSI for his Broadband
Wireless Access project, which involves the company investing in
Italy to migrate its Broadband Wireless Access (BWA) network from
WiMAX to future-proof LTE Time Division Duplex (TDD)
technology, and to expand its coverage of Italian households from
45% (at the end of 2015) to at least 70% by the end of 2018.
Here are some final thoughts on the meeting. We stand today at
the mid point of EFSI 1.0 and 2.0 and have some very positive
results, in particular for SMEs. However, with about EUR 250 bn.
committed compared with an expected EUR 500 bn. at the end,
there are still plenty of opportunities and things to do. The
extended scope and aims of EFSI 2.0 should, in principle, enable
the validity of the tool to be further demonstrated. EFSI 3.0, further
refined, would be a useful instrument to complement, without
replacing, almost all the financial programmes in the next – 20212023 – EU Multiannual Financial Framework.
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The President of the European Investment Bank,
Werner Hoyer, received a special award at the
Polish Business Leaders Gala 2018 for the support
that the Polish economy and entrepreneurs have
received through EIB loans in recent years. During
the gala, organised by Polish Business Centre Club,
ten Polish companies and their CEOs were
presented with statuettes of the Leaders of Polish
Business.
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President of the EIB receives award
from the Business Centre Club Poland
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The President of BCC, Marek Goliszewski, in his welcoming address
pointed out that the Polish economy lacks workers and that
opening up to migrants would help to solve that issue. He also
emphasised that companies are concerned about growing
litigation between the Polish government and the EU on the
reform of the Polish judicial system. He underlined that 80% of
Polish exports go to the Single Market, and that confrontation with
the EU therefore entails risks for companies.
The Business Centre Club is one of four Polish employers'
organisations whose delegates are members of the EESC
Employers' Group.
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European defence
AND THE ARRIVAL
OF THE PESCO

All Member States, with the exception of the United Kingdom,
Denmark and Malta, have decided to launch permanent
structured cooperation (PESCO), pursuant to Section 2
(Articles 42 to 46) and Protocols 10 and 11 to the TEU. The will
to introduce a type of differentiated integration has arisen as
a political response to the demand from European citizens for
greater security. It is a clear message of support for the
common values of the Treaty of Rome, particularly now, at a
time when the memory of the historical values of peace and
cooperation that drove the peoples of the founding Member
States to respond unanimously to the horrendous wounds of
two world wars is fading in many Member States.

end of 2016 to finance military research within the EU and to cofinance cooperative projects on development and the
procurement of equipment that include more than one Member
State. The happy combination of EU funding, ministerial
coordination by the EDA and the political and institutional
momentum of the PESCO offers a truly new, dynamic path towards
European defence.

The commitments to be undertaken as part of this initiative were
the result of long negotiations between the project's main
proponents: Brussels, Paris, Berlin and Rome. France wanted more
demanding criteria to ensure that the PESCO was a genuinely
ambitious initiative, able to provide strategic autonomy in the use
of armed force and in the development and production of the
necessary military equipment. Meanwhile, Germany, along with
the EU institutions, pressed for the PESCO to be inclusive and for
the political and strategic decision not to exclude the Central and
Eastern European countries. A balance was struck between these
two perspectives. It is not by chance that the phrase "ambitious
and inclusive" occurs frequently throughout the official documents
establishing the PESCO.

The next steps

The new institutional set-up

Involvement of research and development activities for the
defence sector is a further success. So far, the Commission has only
dealt with the civil sector. The launch of the European Defence
Action Plan is the first definite step taken and indicates the
emergence of a supranational approach to defence.

The PESCO, created by the Council Decision of 8 December
(14866/17), differs substantially from previous political stances on
European defence. This time, cooperation is based on provisions of
the Lisbon Treaty, which provide for binding commitments,
mechanisms to check the decisions taken and the possibility of
excluding any Member State from the PESCO group for failure to
comply with the requirements set or meet commitments. It is a
clear sign that Europe has decided to prioritise Member States
which identify with shared objectives and values that they accept
and respect. The High Representative and Vice-President will be
fully involved and will also be responsible for the annual
evaluation of the PESCO's performance. The European Defence
Agency (EDA), the European External Action Service (EEAS) and the
EU Military Committee will act as the joint secretariat for the
PESCO. The Political and Security Committee (PSC) and the
European Council will meet in "PESCO format" as well.

Synergies between PESCO and other current initiatives
The PESCO is deeply embedded in the EU's institutional
framework. Links with two other important current initiatives were
built into its design. The first of these initiatives is the Coordinated
Annual Review on Defence (CARD), a mechanism for coordination
between EU defence ministries on planning national military
capabilities, provided for by the EU Global Strategy and due to be
rolled out in 2018, with the support of the EDA. The second is the
European Defence Fund (EDF) launched by the Commission at the

The next steps will be to draft the national implementation plans
for common defence and launch joint projects to define new and
strengthen existing military capabilities. Substantial, ambitious
projects will be needed, to ensure that all Member States involved
in setting up this interesting common experience are included in
economic and cultural processes. The most serious problem to
address is the capacity to broaden democratic accountability.
Moving from control of the armed forces, which is deeply rooted in
the individual Member States, to a different type of governance
with a European dimension is a challenge, in a field that has not
yet been fully explored.

Research & development

The benefit of PESCO to industrial development
The Commission proposal for a European Defence Industrial
Development Programme (COM(2017) 294 final) aims to enhance
competitiveness and innovation in the defence industry, including
cyber defence. This important step, coupled with the new PESCO
values, seeks to make better use of research results specifically in
the defence sector by promoting cooperation between
undertakings in the development of defence products and
technologies and by leveraging Member States' efforts so as to
ensure that the defence technological and industrial base can fully
meet Europe's current and future security needs. This would
ultimately help to enhance the EU's strategic autonomy and
strengthen its ability to act with various partner countries.
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Europe needs a consistent industrial action plan, with
common binding targets, timetables, instruments and a
shared responsibility between the EU and Member States for
tackling the four key challenges of the next ten years:
digitalisation, climate change, globalisation and demographic
change. This was one of the conclusions of the EESC opinion
on industrial policy, presented on 1 February at the informal
Competitiveness Council meeting in Sofia.
"While protectionism is not an option for Europe, neither can the
EU allow its internal market to be flooded by products which fly in
the face of its social and environmental standards and jeopardise
its industry" – said Goncalo Lobo Xavier, rapporteur of the
document, Vice-President of the EESC and member of the
Employers' Group. He underlined that if the EU wanted to
guarantee fair trading conditions for its industry, it must ensure
that global products entering its market abide by the same rules.
Reshoring at least some sectors of Europe's industry was also of
paramount importance. However, it must draw on Europe's best
assets - an economic model based on knowledge, innovation,
high-level skills, R&D and a business environment respecting EU
social standards.
"We support the idea of Europe being a world leader in
digitalisation, a low-carbon economy and innovation. Europe can
only be competitive if we are better, because it is not really our
destiny to be less expensive than others – being cheaper, the
so-called race to the bottom, is a dead-end street" – added Mr
Lobo Xavier.
The European Industry Day to take place on 22 and 23 February
was, in his view, an important step in the right direction to make
Europeans aware of the power of "made in Europe". It was crucial
that citizens understood the value of European industry and its
impact on society. Employers' organisations had an important
role to play in that effort.
The opinion, which had been requested by the Bulgarian
Presidency, was adopted at the January plenary session in
Brussels. The conclusions tackle a number of issues that will shape
the future of EU industry.
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EESC view on industrial policy presented
at the informal Competitiveness Council

• Start-ups should be encouraged to develop solutions that
boost industrial activities and increase industry's
competitiveness.
• Industry reshoring has to be based on Europe's economic
model, focused on knowledge, innovation, high-level skills and
R&D activities, as well as a friendly and sustainable
environment for business, respecting EU social standards.
• There will be no industrial success without a properly skilled
labour force. In response to the needs of modern industry, we
have to adapt education and training systems.
• Europe has to lead by example regarding sustainability, respect
for European social standards and fair competition. However,
Europe cannot ignore existing bad practice by other global
players that puts European values, competitiveness and jobs at
risk.
In the discussion following the presentation, it was emphasised
that in order to benefit most from changing economic reality, we
must properly combine new business models, innovative solutions
and manufacturing. The ministers also raised the issue of raw
materials. As Europe had limited resources of raw materials, we
must invest in the circular economy to use them more efficiently.
There was a need for in-depth research to explore use of
alternative materials and the alternative application of existing
materials. Altogether, this would help Europe become less
dependent on imported raw materials in the future.
The informal meeting of the EU ministers responsible for
competitiveness focused on the future European industrial policy
and the key factors that will shape industry until 2030 at global
and European level. The participants also discussed the common
goals and key priorities for the new industrial strategy to ensure
the competitiveness of European industry in today's world.
The European Commission presented its proposal on EU industrial
policy strategy in September. The document brings existing and
new horizontal and sector-specific initiatives together in a
comprehensive package. The new elements of the strategy
include, inter alia: a package on cybersecurity, a proposal for a
Regulation on the free flow of non-personal data, a strategy on
plastics and initiatives to modernise the intellectual property
framework and to improve the functioning of public procurement.
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Is taxation the right tool
for enhancing climate action?

Every now and then you hear ideas on what kind of new taxes
should be introduced in order to combat the climate problem. For
example, a recent initiative by the Climate 2020 movement calls for
a European tax on profits to finance climate measures in the EU
and in developing countries. The proposed tax has no link to
climate change, however, and would thus not have any steering
effect on climate action. Instead, it would hamper job creation
because income taxes – whether targeted at corporations or
people – are the most counterproductive form of taxation when it
comes to creating jobs.
Another approach, known as the "green tax reform", urges a shift
in the overall structure of taxation – an idea that already dates back
several decades. Primarily it seeks not extra revenue, but rather a
trade-off in taxes by shifting the focus of taxation from labour to
climate-related and environmental aspects. In practice, climate
taxes mainly consist of energy taxation. The basic objective of the
reform – to improve employment and reduce the pressure on the
climate and the environment – is well justified and worth
supporting. To implement it in practice, however, would mean
having to tackle a number of problems. As this kind of a reform
would result in winners and losers in terms of sectors, companies,
workers and consumers, it is necessary to consider the implications
carefully.
Even though structural tax reform aims to bring about a steering
effect, it is a pretty approximate approach with regard to climate
impact, especially if the share of the combined environmental
taxes in total revenue is used as a benchmark. More focused
steering requires explicit pricing of carbon dioxide emissions. This
is nothing new, as carbon pricing has been in use for a long time
through two main instruments: carbon taxes and the emissions
trading scheme. The advantage of emissions trading over taxes lies
in the fact that it provides flexibility and thereby makes for better
cost-efficiency.
Carbon taxation is often seen as a tool for achieving a dual benefit:
a decrease in greenhouse gas emissions and an increase in tax
revenue. However, climate taxation is paradoxical in that seeking
revenue and aiming at a steering effect are opposing objectives.
When emissions decrease, so does the tax revenue – because of
the decreased tax base. In order to maintain a constant level of
revenue, the tax level has to be raised. So the paradox is that the
more that has already been done for the climate, the more the tax
would have to be raised.

©Shu erstock: acinquantadue

Alongside increasing calls for more intensive climate
action, the debate on climate policy tools, including the
role of taxation, has also been stepped up. In the area
of climate, taxation seems to be approached from
several different angles. It is therefore essential to
clarify what it is we are actually aiming for: is it just
about generating tax revenue, or are we looking for a
steering effect to achieve a real climate impact?

There are also other problems with the current carbon pricing
system, as it is neither coherent nor comprehensive. It is based on a
variety of different, separate systems, which leads to suboptimisation and consequently to inefficient climate solutions. To
be effective, carbon pricing should ideally be global. The EU would
have much to gain here, as global carbon pricing would level the
playing field of European companies in the export markets.
Correspondingly, it would eliminate the competitive advantage of
imported goods that have been produced with higher emissions
and hence lower costs. In order to avoid investment errors and
stranded assets, the carbon pricing system should also embody
long-term stability and predictability. Thirdly, it has to be
underpinned by coherent and consistent rules.
The approaches described above are not only "technically"
different: they also differ from each other in a more fundamental
way. The approaches that rely on generating tax revenue are based
on a firm belief in the public sector’s role in combating climate
change. Given that climate change mitigation requires a huge
amount of investment in low-carbon solutions, it is self-evident
that they cannot principally be financed with public resources.
Therefore taxation can never solve the climate problem. This is not
to deny the fact that public finance has a vital role, particularly in
financing public low-carbon infrastructure, as well as research,
innovation and education that support climate action.
However, if you believe in the role of businesses and citizens as
true actors at the grass-roots level, then you obviously need to
think more about how to encourage these real-life market players
to target their action and make it more climate-friendly. Maybe you
then also need to ask why money should be circulated through the
public budget, if that money can be used directly – and more
efficiently - for climate action by the market players themselves.
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Social and economic inequality
as a global challenge of our time
EESC CONFERENCE WITH THE RUSSIAN CIVIC CHAMBER IN MOSCOW
Not totally unexpectedly, a thick carpet of snow covered
Moscow's Sheremetyevo Airport and the Russian capital and
the temperature was -12°C when representatives of the EESC
EU-Russia Follow-up Committee with our president, Georges
Dassis, and REX president Dilyana Slavova, arrived at the
meeting in Moscow on 5 February. Due to severe weather
conditions – the heavy snow fall from the previous few days –
Sheremetyevo Airport cancelled a number of incoming
flights, preventing one of our members from coming.
However, we all agreed that both the substance – the issues
discussed – and the atmosphere of our meetings in Moscow
were good.
Our Russian hosts extended a warm welcome and expressed
appreciation at the EESC's readiness to accept the Russian
invitation at short notice and to re-enter into a substantive, regular
dialogue. President Dassis' presence and introductory remarks
were highly appreciated and we were given a detailed picture of
social and economic developments in Russian society. This added
to the insight we had been given earlier by EU ambassador Markus
Ederer and one of his colleagues. Some of the host partners drew
attention to the challenges posed by the digital revolution for
society's evolution. Speakers on both sides agreed that our
societies were now facing similar social and economic issues and
challenges that could be subjects of our forthcoming discussions.

Russian Civic Chamber president Valery Fadeyev and Sergei
Ordzhonikidze, former UN deputy secretary general from Russia,
were open and quite active in the discussions, in which some very
knowledgeable Russian experts, including members of the
Academy of Sciences, were invited to make presentations on key
issues. Both the cordial reception and the openness of our hosts
reflected the need at a high political level to demonstrate the
"normalisation" of relations between Russia and the EU. Russian
colleagues urged us to follow up these meetings more regularly.
We saw a developing and pleasant winter-time Moscow with a
highly developed tourism, transport and telecommunications
infrastructure. However, there was no opportunity this time to
look more deeply into issues concerning the local society. With
Russia in the EU's eastern neighborhood it will remain important
for us to meet our counterparts regularly and to carefully follow
political, economic and social developments and take appropriate
steps if and when time and conditions permit.
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