
The Europe’s transition to a circular economy is one 

of the flagship initiatives of the Von der Leyen 

Commission. The Commission published its 

framework Circular Economy Action Plan (CEAP) in 

March 2020 and the EESC adopted its opinion on 

the issue in July 2020. The Council of the EU 

adopted its preliminary position in December 2020 

and the last piece in the interinstitutional jigsaw 

puzzle was finalised on 10 February 2021, as the 

European Parliament adopted its own-initiative 

report on the CEAP.  
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In Winston Churchill’s words, this is, of course, merely the end of 

the beginning. The plan’s legislative proposals will be launched by 

the Commission in the coming months and years. Nevertheless, 

the freshly adopted own-initiative report is a very useful indicator 

of the European Parliament’s position and ambitions. In this piece, 

I take a look at some key highlights, where the EP agrees with the 

EESC, where the two positions differ, and what the next steps will 

be – not least for the advocacy efforts of the EESC’s Employers' 

group. 

The EP report, which was drafted by Dutch MEP Jan Huitema of the 

Renew Europe group, was passed with 574 votes to 22, with 95 

abstentions. Such a broad majority suggests the document strikes 

a good compromise across the various political groups. This is no 

mean feat as the draft report attracted no fewer than 

1,001 proposed amendments.  

Luckily, much of the substance is very much in line with the EESC’s 

own position. Below are some significant examples of such 

converging views: 

The EP report underlines the fact that improving the functioning of 

the internal market is a precondition for achieving a circular 

economy within the EU. The EP therefore stresses the importance 

of proper implementation and effective enforcement of existing 

rules for a well-functioning sustainable single market. The report is 

also in line with the EESC's position in recommending that the 

scope of the Ecodesign Directive be broadened to include non-

energy-related products.  

The EESC opinion stressed the Circular Economy agenda’s huge 

potential to boost Europe’s economy, assuming the correct 

investments were made. This is reflected in the EP report, which 

also echoes the EESC opinion in calling for mandatory minimum 

environmental criteria for public procurement. In the context of 

the EU’s recovery fund, making sure that public investments are in 

line with the EU’s climate and sustainability targets is crucial for 

boosting Europe’s long-term productivity. 

Significantly, the EP report explicitly calls on the Commission to 

base each legislative proposal on a comprehensive impact 

assessment. This point is reiterated by both the EESC and the 

European business community.  

Even though many of the headline intentions of the CEAP are 

laudable and receive broad and vocal support from companies, the 

devil will be in the details of the individual proposals. For instance, 

the EP report stresses the need “to establish a new ‘right to repair’, 

which should cover at least the extended life cycle of products, 

access to spare parts and to comprehensive information and to 

affordable repair services for consumers”. Likewise, the EP report 

calls on the Commission to propose product-specific and/or 

sector-specific binding targets for recycled content. 

European businesses are broadly and earnestly interested in 

playing a constructive role in increasing recycling, reducing waste 

and combating planned obsolescence. However, legislation must 

be carefully designed to be as proportionate, efficient and effective 

as possible. For instance, in some cases, repairing a product may be 

more environmentally damaging than replacing it. Similarly, 

estimating a product’s “expected life-span” can be difficult and 

must account for sectoral differences and changing consumption 

patterns. Such policy tools may still be necessary, but careful and 

proportionate design is essential – especially for Europe’s SMEs, 

who will have to implement the new measures on their production 

floors and in their supply chains. 

With the above points in mind, it is very positive that the EP report 

calls for thorough impact assessments and for an active 

involvement of civil society, including industry, in the process of 

designing the Circular Economy package of legislation. However, it 

is worth noting that, although the EP report speaks warmly of 

stakeholder involvement, it fails to explicitly mention the European 

Circular Economy Stakeholder Platform, which has been launched 

jointly by the EESC and the European Commission, and whose 

potential for collaboration was highlighted in the EESC circular 

economy opinion. This could suggest that further awareness-

raising activities on behalf of the Platform are needed vis-à-vis the 

MEPs who will be working on the CEAP files. 

With a number of individual legislative proposals on the way, such 

as the Empowering the consumer for the green transition proposal 

(Q2 2021) and the Sustainable products policy initiative (Q4 2021), 

pursuing active stakeholder engagement will remain crucial. 

European businesses are both able and willing to be constructive 

partners in Europe’s transition to a circular economy. The near 

future is full of potential and possibilities. In this regard, we will 

seek to do our part in the European Circular Economic Stakeholder 

Platform and in the EESC’s broader engagement with relation to 

the circular economy.  
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China, Japan, India and Brazil to exchange information within the 

global OECD system since they would have access to EU 

companies' data without having to reciprocate, compromising the 

level playing field. 

Tax decisions are a national competence in the EU and a directive 

requires unanimity. However, this tax proposal was presented by 

the Commission as an Accounting Directive, only requiring 

qualified majority. The Legal Services of the Council believes that 

the issue should not be decided by qualified majority voting, but 

by unanimity since it is a taxation matter. The issue has 

nevertheless remained classified according to the original legal 

basis decided by the Commission. It explicitly draws attention to 

the Commission's prerogative to decide the legal basis since a 

correction of the appropriate legal basis requires unanimity. In this 

case, the challenged legal basis is unchanged and a tax decision 

will in reality be made even if unanimity is not achieved. 

In these challenging times for businesses preoccupied by the 

COVID-19 disruptions, and given global trade tensions, it is 

inappropriate and damaging to further erode the competitiveness 

of European companies. Even more worryingly, should the Council 

agree to take forward the directive, with the co-legislator, the 

European Parliament pushing the view that the threshold for 

public reporting should be lowered from the OECD level of 750 

million euros to a mere 40 million euros, even more EU companies 

would face a competitive disadvantage. 

Governments should not discredit their own tax authorities and 

should adhere to signed agreements. Public country-by-country 

reporting would not solve the problem of misallocation of 

corporate tax revenues, whereas proper work by tax authorities 

and exchanges of information between them will. A unilateral 

measure risks the competitiveness of European businesses and 

could trigger a negative response from trading partners. It is 

therefore unwarranted, in particular at this juncture.  

The blocking minority, which has held since its launch in 2015, 

appears to be eroding, making many businesses very concerned 

about their funding and investment plans, which is having a 

negative effect on European jobs. 

Businesses are, of course, in favour of transparency and the 

European Commission's objective to combat tax fraud and evasion 

but a decision to make tax information publicly available would 

provide competitors from third countries with financial 

information, in particular margin and profitability levels, which 

could damage the competitive position of EU businesses. It also 

creates the risk of reputational damage due to misguided 

interpretation and double taxation if third countries impose 

adjustments on EU companies on the sole basis of reactions in the 

media. 

Even though revenue losses from aggressive corporate profit 

shifting amounted to only 0.4% of world GDP according to the 

OECD, countries have enacted very comprehensive anti-abuse 

measures. These include country-by-country reporting between 

tax authorities while protecting sensitive business information. 

Tax authorities must have the necessary information and they 

must have access to not only country-by-country reports, but also 

the Master file and Local file of each multinational corporation so 

that they are in a position to assess tax liabilities correctly. 

Country-by-country reports by themselves do not give such 

information; rather, they provide competitors with vital market 

information. 

Under the OECD Base Erosion and Profit Shifting (BEPS) agreement, 

European governments have committed their tax authorities to 

exchanging information so that multinationals pay taxes in the 

country in which they create value and profits. To now make part 

of that information publicly available is an outright breach of the 

agreement. The Commission's proposal is a sign of mistrust and it 

undermines the role of tax authorities, who have the expertise and, 

supported by the OECD agreement, the information to properly 

enforce tax rules. It is important not togive the impression that tax 

authorities cannot be trusted and that therefore information 

should be made public despite the commitment within the OECD 

not to do so. 

An EU unilateral decision to publicise these data will in fact 

undermine the incentives for third countries like the United States, 
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EU Member States will decide on a directive that would 

require multinational companies in the EU with gross 

revenue exceeding a certain threshold to publish their 

tax data.  
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The European Commission is currently working on an update of 

the EU Industrial Strategy, due to be released in March. While the 

main direction set out in last year's roadmap for a green, digital 

and resilient economy, the Commission currently sees the need to 

accelerate industry transformation, draw the lessons from the 

COVID-19 pandemic and fully take into account its devastating 

economic impact.  

careful assessment, taking due consideration of aspects related to 

the international competitiveness of industry.  

Decarbonising processes and products usually require more 

expensive input materials and/or energy mixes. Therefore, it is also 

crucial to start working to establish a lead market for "green 

products", which will cover the higher investment and operational 

costs in the long run. Until this is achieved, state aid that is 

structurally re-defined (in terms of both eligibility and intensity) is 

the only option for stimulating and enabling the Green Deal. 

The EU needs to safeguard open, fair and efficient markets, so that 

companies are further motivated to participate in the intertwined 

transformation that would bring about greater digitalisation and 

climate-friendly production and operation. 

This must go hand in hand with an ambitious EU trade policy, more 

effective safeguarding of the EU's interests, as well as mitigating 

market distortions (our trading partners should respect their 

commitments, given either in the context of the WTO or in bilateral 

trade agreements).  

We therefore support the introduction of a carbon border 

adjustment mechanism (CBAM), compatible with WTO rules, at an 

effective level to avoid carbon leakage via imported products and 

introduced in addition to existing well-functioning carbon leakage 

provisions on free allocation and indirect cost compensation within 

the existing EU ETS.   

I am confident that our forthcoming debate in the CCMI will also 

bring to the table other observations, comments and 

recommendations for the EU's industrial policy.  

We strongly welcome the Commission's announcement to update 

its industrial strategy, as it is vital to fully acknowledge the impact 

of COVID-19 on our economy, restore businesses' investment 

capacity and develop a comprehensive approach to strengthening 

the innovation and global competitiveness of European business. 

While the green and digital transitions remain the key pillar of the 

updated Industrial Strategy - unchanged from before the 

pandemic - the Commission makes it clear that the overarching 

aim must be sustainable competitiveness. This is very much in line 

with our vision as presented in the CCMI's work programme 

objectives for 2021, which state: "the CCMI will continue to 

contribute to the flagship initiatives carried out by the European 

Commission concerning European industry and its overall 

competitiveness".   

European businesses unanimously support the goal of achieving 

climate neutrality by 2050 but if the world's other regions do not 

follow, our green transition will ultimately have zero effect on the 

global climate. To become a leader in climate protection, Europe 

must show that it is possible to decarbonise in a structured way 

without sacrificing industry and thousands of jobs. This is only 

possible if we maintain our competitiveness. 

The digital transformation must be supported by incentivising the 

investment climate and creating the right conditions for the 

deployment and use of new technologies, as well as supporting 

Europe's leading position in the industrial data economy, further 

developing reskilling programmes, as well as digital and STEM 

skills. 

We all know that these transitions will require a truly Herculean 

effort by all the sectors involved and will require billions of Euros to 

invest in bringing these new technologies to life and channelling 

them into the projects of the future.  

Throughout the transformation process Europe needs to remain 

competitive and able to generate the necessary revenues and 

profits to operate and invest. For these reasons, we need the EU to 

ensure a level playing field for European businesses to compete in 

the global market and a comprehensive policy framework that 

makes the transitions to a low-carbon and digital future possible.  

Let me mention a few ideas and recommendations that should be 

at the core of the updated strategy, and which are crucial to 

support the competitiveness of European industry.  

The EU must urgently upgrade the level of financing support to 

ensure the huge investments needed for R&D&I in the new 

technologies, but also their commercial deployment and 

implementation. Policy-planning for aid instruments requires a 
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In practice, we have already learnt that WTO dispute resolution 

supports the EU in achieving a better level playing field with other 

major trading powers like the USA, Brazil, China, India, Japan, 

South Korea and Russia. For example, European industries have 

benefited from WTO decisions against third countries' illegal 

customs tariffs and unfair state aid. 

Thirdly, we must continue to negotiate new ambitious Trade, 

Investment and Partnership Agreements with third partners like 

the USA, China, India and Latin America. It is important that our 

trade policy facilitate the transition to a greener, fairer and more 

sustainable economy at home and abroad. This is the way to 

enhance a better level playing field among trading partners.  

However, our values-based EU trade policy must also be realistic, 

not naïve. We must understand that trade policy cannot be used a 

tool to try to fix problems that derive mainly from failures in other 

policy areas like climate, the environment, social or labour affairs, 

human rights and anti-corruption. We must not overestimate the 

power of trade policy to make rapid changes in the world.  

It is often better to take steps forward with FTAs then to take no 

steps at all. For example, the new EU-China CAI is good example of 

moving forward, although the content of the deal could have been 

even more ambitious. However, the European Chamber of 

Commerce in China has just noted that the CAI deal is good for the 

EU, if its implementation is effective in China. Any rules-based 

action that improves the predictability of the trading environment 

for companies, and increases state-level legal commitments, are 

steps in the right direction.  

Finally, in the future, the success of EU trade policy will require that 

all 27 Member States are fully committed to working for a common 

EU trade policy and that they respect it. We must also increase the 

understanding of the benefits of EU trade policy among politicians, 

citizens and SMEs. Trade policy must be demystified; it can really 

help us to create more prosperity and jobs.  

We know that trade policy is an essential tool for the EU to respond 

to these challenges. Having a trade policy at EU level rather than at 

national level allows for more weight in bilateral negotiations and 

in global arenas like the WTO. We must keep in mind that the main 

goal of EU trade policy is to increase trade for European business 

by removing trade barriers and guaranteeing fair competition.  

We must understand the importance of EU trade policy for the 

European economy in terms of how it affects growth and 

employment. More than 36 million jobs in the EU depend on 

exports to countries outside the European Union. On average, 

every EUR 1 billion worth of exports to non-EU countries supports 

more than 13 000 EU jobs.  

So far, an active EU trade policy with over 70 free trade agreements 

signed with third countries and an attractive EU single market with 

450 million consumers among 27 Member States have made the 

EU a major player in the global economy. Therefore, we must 

continue our successful, proactive and practical EU trade policy 

but, in doing so, ensure that we take account of current global 

trends. 

First, we must keep on maintaining openness and enhancing the 

level playing field in EU trade and investment policies. An open 

economy, and free and fair trade that is based mainly on 

multilateral rules, must be fundamental elements in building the 

EU's resilience and in developing open strategic autonomy. For 

example, vaccine protectionism and nationalism are steps in the 

wrong direction.  

We must continue to lead the way against any protectionism in 

trade and investments and have an ambitious trade agenda to 

support European companies' access to third markets while 

ensuring that goods and services entering the EU single market are 

not distortive and meet European standards.  

Secondly, the EU trade agenda must remain ambitious and cover 

all aspects of trade and investments, from multilateral to unilateral 

and bilateral. For example, it is in the interests of European 

business that the WTO be respected by all WTO member states and 

that the WTO negotiation procedure produces new modern rules 

for today's global trade.  
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It is equally important to have a clear and updated regulatory 

framework that gives visibility to long-term investment and 

promotes public-private collaboration. 

A tangible reason for hope and optimism is provided by the fact 

that the National Recovery and Resilience Plans are already 

reaching the Commission (the deadline is at the end of April). This 

means that we can really hope for a proper and meaningful 

delivery of the NextGenerationEU. Here, once again, we emphasise 

that civil society, and employers in particular, must be involved in 

the drawing up of these national plans to ensure they address the 

right priorities.  

The efficient deployment of these funds will be key to an economic 

recovery based on sustainable, digital and solid growth. We 

encourage Member States to undertake the structural reforms 

required to ensure that we embark on a sustainable economic 

recovery. 

The RRF equates to more than 17% of the euro area's GDP, which is 

larger than the size of fiscal measures taken by most other similar 

economies. This is an unprecedented effort but we need to ensure 

that we get it right when it comes to using these funds in an 

efficient manner. There is no time to waste.  

The Employers' Group is in full agreement with the strong focus on 

the green (37% of the RRF) and digital (20% of the RRF) transitions, 

as a good common plan for a long-term, sustainable and inclusive 

recovery across whole EU. Redeployment and upskilling of those 

workers who have suffered in the current downturn must be 

another key focus to assist recovery. 

EU employers are facing unprecedented challenges and are fully 

aware that the months ahead will be difficult ones. However, we 

are ready to play our part to accelerate the recovery, resilience and 

competitiveness of the European Union, which will allow us to 

emerge stronger from this crisis.  

Whilst acknowledging the encouraging data and the steps taken, 

the Employers' Group is still very concerned about the difficult 

economic situation. Companies and entrepreneurs continue to be 

very concerned about the future, as they see their reserves drying 

up and protracted lockdowns continue to hamper their operations 

longer than expected. Without a rapid solution to the COVID-19 

pandemic in Europe and the world, expectations of higher GDP 

growth are unlikely. 

Key challenges remain as not all the Member States will recover at 

the same pace. This is likely to result in a widening of the gap 

between Member States and within segments of each national 

economy.  

Employers consider the most decisive political and economic 

policy for 2021 to be the vaccination roll-out, in order to be able to 

"see the light at the end of the tunnel". Consequently, we urge EU 

governments and European institutions to take all the right steps 

to speed up the production and the availability of vaccines, also in 

light of new coronavirus variants. 

The EU's tools related to economic, social and regional cohesion 

will prove, more than ever, absolutely crucial. Measures taken since 

the outbreak have helped the liquidity levels of EU firms. However, 

now is the moment to strengthen firms' solvency and viability. 

A surge of insolvencies could have devastating macroeconomic 

ripple effects, with higher unemployment, more people on welfare, 

lower taxable incomes, and lower household consumption.  

We encourage national governments to allocate valuable 

resources to the more productive businesses in the economy. 

Withdrawing public support too early risks pushing viable 

companies out of business.  
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The Employers' Group of the European Economic and Social 

Committee takes note of the encouraging economic projections 

released yesterday by the European Commission in its Winter 

forecast and welcomes today's signing ceremony for the EU's 

Recovery and Resilience Facility (RRF), which lies at the heart of the 

EU's recovery plan.  
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The goals of the initial action plan, which were to help mobilise 

capital in Europe and channel it towards companies, infrastructure 

and long-term projects, with positive effects on employment, 

remain fully relevant. They are even essential — in tandem with 

the Banking Union — to enabling the EU-27 to make decisive 

progress on reinforcing its financial and economic geostrategic 

sovereignty, building on the dynamism of its businesses. 

Indeed, the COVID-19 crisis, as devastating as it was unexpected, 

requires the new action plan to be further expanded, as European 

companies of all sizes have been forced to take on more debt, and 

will need to increase their equity capital in the coming months and 

years to be able to invest for the future. 

Brexit, which has seen the City of London lose its "financial 

passport", is another key reason for making a new push for the 

CMU: the EU's financial centres will have to work better together. 

This will require greater convergence on the rulebook and on 

financial supervision. 

The EESC, which endorses all 16 actions proposed by the 

Commission, calls for concrete milestones to measure the progress 

made. 

With due regard to the principles of solidarity and proportionality, 

one of the priorities will be to help shift the high level of savings in 

Europe towards long-term investments. Two of the measures put 

forward in the action plan are particularly welcome in this respect: 

i) relaunching European long-term investment funds (ELTIFs) to 

better mobilise institutional and retail savings towards listed and 

unlisted shares; and ii) reviewing the prudential framework for 

insurance companies and the securitization regulation. It will also 

be necessary to increase the public's financial literacy and, we 

suggest, to promote at European level employee share ownership 

and company savings plans. 

Of course, the Commission rightly wants the CMU to be better able 

to contribute to combating climate change. This would require 

investors to be able to access reliable data on ESG criteria 

(environmental, social - which is equally essential - and  

governance-related), and move away from their current 

dependence on providers of data, indices and ratings that are 

currently unregulated and concentrated mainly in third countries. 

Any new regulation linked to deepening the CMU should undergo 

four tests, in addition to the "traditional" questions that are 

rightfully asked ("does it help to build a single market?" and "does 

it protect European consumers?"): 

 is it conducive to the long-term financing of European 

companies, especially SMEs, and to employment?; 

 will it have a positive impact on the global competitiveness of 

well-regulated European financial companies (asset managers, 

insurers, banks), thus strengthening the EU's strategic 

geopolitical autonomy?; 

 will it strengthen the stability of the financial system?; and 

 will it contribute to the climate, social and digital transitions?  

The Commission's new action plan for a Capital Markets 

Union for people and businesses (CMU) is a good plan, 

which must and should be supported by Member States 

more strongly than the 2015 plan.  
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Since the beginning of the pandemic, business representatives 

have called on decision-makers at national and EU level to act 

upon the disproportionate burden carried by SMEs. The public 

demand for a "SME champion" was accepted by the European 

Commission, which announced last March to promptly appoint 

one, but since then took no concrete steps.  It is irresponsible to 

stall or postpone the implementation of necessary measures, while 

the backbone of our economy suffers the biggest recession since 

the second World War.  

To survive, SMEs need money in a fast and reliable manner and 

many of our expectations are based on Next Generation EU. It was 

a frustrating start to see that many of the instruments that were 

drafted by the European Commission will prevent SMEs to profit 

from the proposed funding, as they are not applicable due to their 

size, resources or strategic alliances. Now it will also depend how 

much national governments take SMEs into account when drafting 

their recovery plans. 

Europe needs to start to "think small first". Every policy needs to be 

SME-friendly, and the SME test cannot just be a bureaucratic task. A 

first step needs to be to revise the SME Strategy that was set up 

before the corona crisis and therefore fails to address the 

challenges SMEs have to face now, as it is the case for the industrial 

strategy.  

 The EESC has therefore called for a revision of the SME Strategy in 

an opinion adopted in September 2020. To speed up the recovery, 

the EESC proposes in the opinion a "Next Generation SME 

Strategy", which must take stock of the SME supporting measures 

in the Recovery Plan for Europe to help SMEs to mitigate the 

negative economic effects of the pandemic. 

The hurdles faced by SMEs are multiple and complex, not least 

BREXIT and the rollout of the Green and digital transformations. 

Support networks for entrepreneurship need to be reformed, an 

encouraging investment environment for managing the twin 

transition needs to be created, solvency-issues caused by COVID19 

need to be tackled urgently and cluster of innovative SMEs need to 

be promoted. However, it always boils down to our same call: 

Europe needs to shift its focus to small companies. 

A welcome move would be aligning the SME strategy with the 

Industrial strategy, the European Data Strategy and the European 

Green Deal, in order to actively involve and support all SMEs in the 

transition towards a greener and digital Europe. Small business is 

essential to Europe’s competitiveness and prosperity, industrial 

ecosystems, economic and technological sovereignty, and 

resilience to external shocks. 

If we lose our SMEs, we will not only lose an important part of 

Europe's competitiveness and business landscape, but also a part 

of our society that shapes our city-centres and neighbourhoods 

like no other. SMEs will be the drivers of our recovery and we need 

to help them now. We cannot let 99 % of European businesses fail 

– the recovery and the reconstruction at stake is simply too big to 

loose.  

Europe's SMEs employ 100 million people, create 2 out 

of 3 new jobs, generate half of the EU's GDP and have a 

vital function to Europe's society. But this pivotal sector 

of Europe's economy has been severely hit by the 

pandemic-driven crisis, with many fearing they will have 

to close their business in 2021. Europe cannot keep his 

eyes shut on the enormous tsunami faced by these 

companies.  

About the author: 

Ms María Helena de Felipe Lehtonen is a member 

of the EESC Employers' Group and has been 

elected Spokesperson of the EESC SME, Crafts and 

Family Business Category on 17 February 2021. 

Ms de Felipe Lehtonen has a strong background 

in advocating for SMEs and she is Policy 

Vice-President of SMEunited, Vice-President of 

CEMPYE (Confederation of Spanish SMEs) and President of 

FEPIME-Catalunya (Catalonian Federation of SMEs).  


