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INTRODUCTION

The presentntegratedreportl, issued in view of the Spring 2012 European Coulheihgs together
the EESC opinion on the Commission’s communication on ‘Concludihg first European semester
of economic policy coordination’ that waslopted in December 20&hd a series of contributions on
the country-specific recommendations and on thdomalt reform programmes (NRPs). These
contributions have beerdrafted by the Member States' national Economic ath Social Councils
(ESCs) or by similar organisationsin those countries which do not have a national ES

The EESC opinion focuses on several issues inigelato the Europe 2020 Strategy: the
reinforcement of governance, the improvement of rmoimication and its concrete implementation by
the Member States. Issued in a particularly difficontext, when the Union is experiencing the wors
economic, social and political crisis in its higtothe opinion stresses the neednmove from
emergency measures to long-term growth reformdt considers that the overarchiggrope 2020
Strategy is more important than eversince it offers a comprehensive agenda for refaimsng to
secure sustainable growth and make the Union nesikent in future.

In their contributions, the national ESCs / simibaganisations express theiositions regarding the
country-specific recommendationsand give concretproposals for improving the formulation
and implementation of NRPs- offering in this way essential on-the-ground assgents from the
Member States.

The EESC considers thidite participation of organised civil society and tle social partners in the
carrying-out of reforms is crucial to their success and can encourage national astnaitions and
the EU in delivering concrete results.

This idea is also shared by tl@®mmission its president, Mr José Manuel Barroso has regentl
reiterated that civil society organisations ‘shoble included as key partners in the process’ and
expressed the Commission’s desire to ‘continuedaagen the (our) excellent cooperation on Europe
20207,

The role of all partners in the EU 2020 Strategy \akso formally recognised by Member States in
the last Spring European Council Conclusforis order to ensure full ownership of the strategy
the need for reforms, the EESC urges 206&2 Spring European Councilto renew and enrich its
mandate to work on the Strategy in cooperation wisttional ESCs, social partners and other
components of organised civil society.

1 This is the 5th report that involves national E$Ginilar organisations - its predecessors datiogn 2006, 2008, 2010 and 2011.
2 Letter from EC president J.M. Barroso to the EES&Sipent S. Nilsson (2011) 244450, October 2011

European Council Conclusions 24-25 March 201Intpos: ‘In implementing these policies, and in erdo ensure wide ownership, close
cooperation will be maintained with he Europeanli@aent and other EU institutions and advisory ksd{ESC, CoR), with the full
involvement of national parliaments, social pagneegions and other stakeholders’
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Letter addressed by Mr S. Nilsson, President of EEeSC & Mr J. van lersel, President of the
Europe 2020 Steering Committee to national ESCs amdilar organisations dated 14 July 2011

The President

Brussels, 14 July 2011

Dear Mr(to be completed)

The first European Semester has now come to anneaidking the opening of the national semester
during which reform programmes will be drafted ational level. | would like to thank you once
again for your contributions in 2010 to the repad prepared ahead of the European Council in
March 2011. This report marks a particular sucdessorganised civil society as it triggered the
development of a new mandate for our joint workrfrihe Heads of State and Governrient

Given the reinforced role of country-specific recoandations in the European Semester and their
endorsement by the European Council on 24 June®261e upcoming consultations on the reform
programmes prepared in the Member States will bgadicular importance. In response to the new
EU Council mandate, it was therefore proposed atlune meeting of the Steering Committee that a
new joint Integrated Report be submitted to theoRean institutions, with each national ESC
preparing its contribution regarding the countredfic recommendations and the National Reform
Programme (NRP).

As regards timing, the key objective will be to oiathe Commission's timetable and to present our
contribution, as requested by the Commission, itimely manner ahead of the next European
Semester 2012. This means that our joint report tneigeady by the end of the year, and national
contributions by November 2011. Both documents khbe ready to be sent to the Commission in
December 2011. Together they constitute the "latiegr Report".

| would be grateful if you could prepare a maximaight-page response and send it to the Steering
Committee by the end of October 2011 in order &véesufficient time for translation. In this respec
your representatives will be invited to participatéhe 6th meeting of the Steering Committee,do b
held on 24 November 2011, during which the contiims will be presented and discussed.

The response should address the following questions

. Positions regarding the country-specific recomm#éoda and planned actions by main social
and economic stakeholders, and;

. Concrete proposals by national non-governmentakebt@iders to improve NRPs and

recommendations concerning their implementation;

. Effects produced by the action of the non-goverrnalesiakeholders and further initiatives to
be taken.

Conclusions of the European Council 24/25 March12@oint 1.6.

Conclusions of the European Council, 23/24 Jurid 2point 1.3.
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Please allow me to thank you once again for yaongtcommitment to this process.

We look forward to meeting you again at the nexde8hg Committee meeting on 24 November
2011. For further information on the on-going psx@lease do not hesitate to contact the Steering
Committee Secretariat, Mr Juri Soosaar, e-mailjagsaar@eesc.europa.tl. +32 2546 9628.

Yours sincerely,

Staffan NILSSON Joost van IERSEL
President of the EESC President of the Europe 2020 Steering
~ Committee



European Economic and Social Committee

EUR/002
Concluding the first
European semester

Brussels, 8 December 2011

OPINION

of the
European Economic and Social Committee
on
Communication from the Commission to the European Brliament, the European Council, the
Council, the European Economic And Social Committeand the Committee of the Regions -
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COM(2011) 400 final
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On 7 June 2011 the Commission decided to conselEtiropean Economic and Social Committee,
under Article 304 of the Treaty on the Functionaighe European Union, on the

Communication from the Commission to the Europearlid®ent, the European
Council, the Council, the European Economic Andi@o€ommittee and the
Committee of the Regions -

Concluding the first European semester of econgmiicy coordination:

Guidance for national policies in 2011-2012

COM(2011) 400 final.

On 14 June 2011 the Committee Bureau instructedtiepe 2020 Steering Committee to prepare
the Committee's work on the subject.

Given the urgent nature of the work, the EuropeaonBmic and Social Committee appointed
Mr Smyth as rapporteur-general at its 476th plesasgsion, held on 7 and 8 December 2011 (meeting
of 8 December 2011), and adopted the following igpity 136 votes in favour, no vote against and
6 abstentions.

1. Conclusions

1.1 The Union and its population is experiencing thesveconomic, social and political crisis in
its history, severely affecting the Member Stated #heir population and threatening core
achievements such as the single currency, the liBtaPact, the Internal market. In the
previous financial crisis it was the swift and d@ee joint action among Europe's leaders that
averted a long recession. Europe now faces anethslly serious challenge and again a very
strong cooperative political stance is required. $iltgle Member State can deal with the
crisis on its own - the political choice has becostark: either European integration is
strengthened to overcome the crisis or the crigisseverely weaken European integration
and put it at risk.

1.2 Immediate measures are needed in order to reditetdeconsolidate public finances and to
raise the level of confidence of people and busieesHowever, policymakers should look
beyond the crises of the day. The focus shouldaainly on short and medium term actions.
There is a clear need for long term reforms. Th@aor lack of action in this respect will
have a short-term, even immediate impact on MerSkeges' borrowing costs.

1.3 Against this background, the Committee consideed the Europe 2020 Strategy is more
important than ever since it offers a comprehensigenda for reforms aiming to secure
sustainable growth and making the Union more egtilin future.

1.4 A good balance between all the aspects of theeglyat notably its economy aspect, the
social aspect and the environment aspect is nedlded priority areas - smart, sustainable
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1.6

1.7

and inclusive growth are interlinked and mutuadlinforcing. Equal attention has to be given
to economic growth, entrepreneurship, SMEs, cortipetiess, innovation, sustainability and
environment, social rights, job creation and supfmeducation.

In a context of difficult economic situation andasted public finances in the Member States,
the challenge is now more then ever the adequaikeimentation of the Strategy.

The Committee is very concerned that commitmentsosé by Member States in their
national reform programmes are insufficient - aswah by the Annual Growth Surv%y to
meet most of the targets set by the Strategy {®@e education, employment, research and
development, poverty reduction, emission reducti@mergy efficiency — renewable energy).

Member States must increase their efforts and engagnore ambitious national adjustments,
in order to have a chance of attaining the targgt2020, setting the priority on growth-
enhancing items (education, innovation, energysipart interconnections, etc.). An adequate
implementation of their commitments is key.

1.8 The Committee considers that organised civil spceid social partner's participation in the

carrying out reforms and a growth strategy will determinant for their success and will
encourage national administrations and the EU tiweteconcrete results. Therefore, it will

continue the joint work with its network of natidrieconomic and Social Councils (ESCS)
and similar organisations in the framework of thedpe 2020 strategy. On the one side, it
will bring awareness in the Member States and andther side, it will ensure that the

economic and social circumstances on the groundkrog/n by policy makers at the EU

level.

Background

2.1 The first European semester, new governance medimdd at improving the economic

policy coordination between the EU and Member Statas launched in January 2011 when
the Commission presented the Annual Growth Sur\/e§$51)7 which was endorsed and
completed by the Spring European Cothcil

2.2 Against this background, Member States presentettheatend of April 2011 Stability or

Convergence Programmes (SCPs) on their public demand National Reform Programmes
(NRPs), presenting key policy measures to reachgtas of the Europe 2020 stratedy
addition, most members of the Euro Plus Pact ptedespecific commitments made under
the Pact

Annual growth Survey 2012, COM(2011) 815 of 23201.1.

"Annual Growth Survey 2011: advancing the EU's poehensive response to the crisis" - COM(2011)1211.2011, including
the draft Joint Employment Report.

European Council 24/25 March 2011 Conclusions, BU0/1/11 rev. 1.

Annex |. to the European Council 24/25 March 2@hhclusions, EUCO 10/1/11 rev. 1.



2.3 After having assessed these programmes and commi#nibe Commission issued country-

specific recommendations as well as recommendafmmthe Euro aréd. They focused on
areas where further action was needed from memtatesSin order to step up structural
reforms. The June European Coutodndorsed them, concluding the first European seames
and marking the opening of the "national semester".

2.4 The present document takes as a starting pointCbemission's communication on

"Concluding the first European semester of econopalicy coordination: Guidance for
national polices in 2011 — 2012"issued in June 2011. It aims at focusing on sévera
important issues such as:

» the reinforcement of governance in relation with 8trategy,
* the improvement of communication on the Strategy, a
» the improvement of its concrete implementationi®/Member States.

2.5 It will be part of a new "Integrated Repc}Ft'that will be presented by the interactive network

developed by the EESC with national ESCs and dingitar partner organisations.

2.6 The specific policies covered by the EU 2020 sgwnteere dealt with more in depth in the

previous opinion on the "Annual Growth Survey: athing the EU's comprehensive
response to the crisi$" Indeed, following the consultation on the Ann@bwth Survey
2011, the Committee issued an opinion that fullppsrted the EU 2020 Strategy, the
European Semester and encouraged the Commissistartd up for European integration.
The Committee regretted however that the first AinGrowth Survey had missed the
opportunity to provide policy proposals in viewaifhieving smart, sustainable and inclusive
growth. Given the serious deterioration in econoand social conditions, these proposals
must now be acted upon.

2.7 The opinion also tabled several concrete proposalshe ten points advanced by the

Commission: implementing a rigorous fiscal consaiich, correcting macro economic
imbalances, ensuring stability of the financialtesecmaking work more attractive, reforming
pensions systems, getting the unemployed back ti, vibalancing security and flexibility,
tapping the potential of the Single Market, attragtprivate capital to finance growth and
creating cost-effective access to energy.
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For some Member States that are under financisistasce provided by the euro-area Member Statdstlze IMF, the
Commission only recommended to implement their M@amdum of Understanding and its subsequent supplksnibat lay
down the economic policy conditions on the basisbith the financial assistance is disbursed. Tihancial aid should be in
line with the achievement of the Europe 2020 Strate

European Council 23/24 June 2011 Conclusions, EQ8/0D1.

Communication from the Commission to the EuropRarliament, the European Council, the Council,Ebeopean Economic
and Social Committee and the Committee of Regi@umntluding the first European semester of econguoiicy coordination:
Guidance for national polices in 2011 — 2012", C(@@11)400 final.

A first "Integrated Report on the post - 2010 loslStrategy” was presented by the Committee in wiethe drawing up of the
new European strategy for the period after 201G@s ©pinion was prepared by the EESC's Lisbon Sjya@bservatory and
contained contributions from national Economic @utial Councils (ESCs) and partner organisationsvels as the EESC
Opinion on the post-2010 Lisbon Strategy (Rapporteln Greif).

EESC opinion on the "Annual growth survey”, 0J32,13.5.2011 p. 26-38.



3.

2.8 Following the publication by the Commission of thanual Growth Survey 2012, the
Committee intends to present an opinion, focusimghe progress report on the Europe 2020
Strategy, in view of the March 2012 European Cdunci

Governance

3.1 The Europe 2020 process should be a process fan@lby all and not the preserve of policy
makers, legislators and expert groups:

» Input from all circles in society is desirable teniefit from the expertise on the ground, to
define the best possible approaches to currentleciygls and to explore creative
solutions. Such an example could be the idea afleatrepreneurship that has both
economic and social positive effects.

* Adequate implementation of the strategy in Memb&teS depends largely on the
commitment and responsibility of all the stakehaddeconcerned. Therefore,
co-ownership of the strategy is crucial and reguii@l partnership in order to forge
dynamism around the reforms.

3.2 The Committee believes that there should be impnaves in the consultation, participation
and mobilisation of organised civil society at battional and European levels.

3.3 Organised civil society in Member States should itreolved in the monitoring and
implementation of the EU 2020 strategy as activéngss.

3.4 European social partners and organised civil spamtist be consulted on the country
specific recommendations for each Member Stateéhigicontext, timing is crucial so as to
permit involvement of organised civil society at @arly stage in the formulation of future
prospects for the cycle after 2011. A fortiori th&® fundamental conventions, ratified by
Member States, must be respected, especially ctiome@8 guaranteeing free collective
bargaining.

3.5 The Committee calls for a strengthening of the speole and profile of national ESCs and
similar organisations. This will in no way cut assoexisting consultation mechanisms with
social partners in Member States.

3.6 Steps should be taken to energise the debate omghementation of EU 2020 strategy in
Member States and governments should develop nii@etiee feedback processes about the
results of greater civil and social dialogue ongtrategy.

3.7 The EESC advocates regular conferences on the onimgjtof EU 2020 in Member States
which would involve all stakeholders and civil setgi organisations.

15

Annual Growth Survey 2012, COM(2011) 815.



3.8 The Committee recommends the creation of permatialigues in Member States between
national ESCs or equivalent and other social pestaad stakeholders such as SMEs, social
economy actors, think tanks, universities and thegeking to promote social cohesion and
equal opportunities. Due account should be takeragrbements and practices on civil
dialogue that exist in some Member States.

3.9 Structural barriers to a genuine dialogue with @opartners and civil society organisations
must be removed. This includes, for instance, amgithe tight deadlines, which has actually
become the norm, for drawing up the National RefBnegrammes.

3.10 Governance at the European level — the added valuef a stronger European
dimension

3.10.1 It is becoming clear that national policies, onithawvn, are not sufficient and that
European level policy cooperation should be sttesrged. Asymmetric or isolated
macroeconomic, industrial or social policies in MmN States can undermine EMU and the
Single Market and can have adverse spill over &ffex other Member States.

3.10.2 The Committee advocates dialogue between natidB&lsEand civil society organisations
and Commission representatives about specific matioircumstances. Similarly national
ESCs should be more closely involved in the Comimmss annual consultations. The EESC
advocates this approach, which is in line with dme adopted by the European Parliament
leading to greater cooperation with national paréats and also by the Committee of the
Regions with European regional and local autharitie

3.10.3 The operation of the European Semester has betrised at the level of the European
Parliament, due to the lack of legitimacy, the mirae assigned to the European Parliament,
the marginal involvement of National Parliamentd ahe lack of transparency of the
process. The enhancement of the effectiveness eofEtiropean Semester by means of a
regular economic dialogue on the out workings oé tBemester was proposed. The
Committee supports the idea of the creation byRhdiament of a sub-committee dealing
with issues linked with the European Semester expaesses its wish to be closely associated
to its works.

3.10.4 The Committee also desires to continue its collatdor efforts with the Committee of the
Regions in promoting citizens' appropriation of the&) 2020 strategy and its effective
implementation.

3.10.5 The EESC believes that organised civil society Bhdwe invited to participate in
territorial pacté6 for EU 2020.

16

A Territorial Pact for Europe 202@s an agreement between a country's tiers of govent (local, regional, national). Parties
signing up to a Territorial Pact commit to coordéand synchronise their policy agendas in orddotas their actions and

financial resources on the Europe 2020 Strategy  Isgoa and targets - See
http://portal.cor.europa.eu/europe2020/news/Pagesg&fuldocuments.aspx.
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3.11 Instruments available for improving governance

3.11.1 The Committee believes that the full range of aldé instruments of the Unibhshould

be deployed to ensure the success of the Eurofe2fitegy.

3.11.2 The EESC cautions against the European semestembex a substitute for the broad

guidelines of economic policies and employmentgieé of the Member States.

3.11.3 The Multiannual Financial Framework for the year§14£-2020 should support the

achievement of the Europe 2020 targets.

3.11.4 Structural Funds in the 2014 — 2020 period shouddtdtally aligned with EU 2020

prioritiesls.

3.11.5 Better coordination of EU and national-level spegdivould improve efficiency.

3.11.6 Public investments - at EU and Member States leuelsmart, sustainable, inclusive growth

4.

4.1

4.2

4.3

51

could also encourage additional private investmeatjng in this way a leverage effect.
Communication on the Europe 2020 Strategy

The political visibility of the EU 2020 strategyaiid be increased and its awareness among
citizens should be enhanced, particularly with eespto the serious challenges that our
societies now have to face.

Communication at all levels (EU, national and eggclocal) should be stepped up because
in many Member States EU 2020 is the only new fhipland policy additionality on offer
that gives people some hope of a better future.KBlyemessages of the Europe 2020 strategy
about growth, jobs and social inclusion need teXy@ained over and over again.

National Reform Programmes should be presentediebated in national parliaments.
Implementation of the Europe 2020 strategy

The Committee encourages the Commission and Men3tetes to work to identify
bottlenecks that constrain growth at national antérhational level. These bottlenecks
manifest themselves in many forms such as:

» the fragmentation of the Single market,

» the insufficient access for SMEs to Single market,

» the need for developing entrepreneurship,

» the weaknesses in the business environment (imgubtie regulatory environment),

17

18

Instruments such as regulations, directives, resentations, opinions and standards to guidelinesynwn objectives,
common programmes, structural funds, coordinatfgrobicies and instruments of the external actibthe EU.

See notably EESC opinion ‘The future of the Euespsocial fund after 2013’, OJ C 132/8, 3.5.2011.
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5.2

5.3

53.1

» the obstacles to employment and labour reallocdtadrour market segmentation),

» the lack of competitiveness of European industne tb a lack of reciprocity in world
trade and in international public procurement,

» the need for increasing labour market participation

» the insufficient quality and efficiency of the edtion and training systems,

» the need for a well functioning, regulated and Istdmancial sector which serves the
needs of the real economy.

Such potential bottlenecks could be identified Kzato the above mentioned permanent
dialogues. New incentives for the areas which aggihg behind could be proposed.

The Committee supports the use of modern publiciidtration tools in order to ensure the
good implementation of the EU 2020 strategy andftileinvolvement of organised civil
society and social partners. These tools can be:

The definition of baselines, targets and deadlinése Committee is aware that currently, in
many cases concrete and measurable objectiveackied, and timetables are too tight. It is
in favour of defining clear, concrete targets, aopanied by realistic deadlines for achieving
them. Accurate baselines are essential in ord&acibtate the measurement of the impact of
EU 2020 and to this end the Committee commendsegratlisation of ESPON.

5.3.1.1 The Commission should monitor progress and exeright of alert when Member States are

5.3.2

not delivering on agreed commitments.

Using benchmarking and indicators the Committee recalls the importance of using
indicators of progress and success - output-odentpiantitative but also qualitative
indicators are needed.

5.3.2.1 Such a benchmarking, based on the National Refongr@mmes objectives and set up by

stakeholders in cooperation with government repasiges, would provide concrete
information for measuring the progress made in édember State in the implementation of
the EU 2020 Strategy. Each national ESC or sinuitganisation would need to analyse and
establish its own priority criteria. Some natioBE8Cs have already started benchmarking at
regular intervals, using statistics which are fyeatcessible on the Eurostat website. Other
national ESCs could engage in the same process.

5.3.2.2 The Committee expresses its readiness to hostsowebsite (the CESLink websih%)a

digital platform for the exchange of informationdashata.

5.3.2.3 The EESC also expresses its readiness to orgamiaeraual conference during which results

of benchmarking could be analysed.

19

See http://www.eesc.europa.eu/ceslink/.
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5.3.3 Regular evaluation of policy implementation and imagt thanks to benchmarking, the

6.

6.1

6.2

6.3

6.4

stakeholders could continuously monitor the impletagon of the reforms. This would also
provide adequate information for the revision oftiblaal Reform Programmes and would
facilitate the identification of best practices@ss the Member States.

Dissemination of best practices

The Committee considers that exchange of good ipeactt the EU level should be highly
promoted. It is therefore conducting fact-findingssions to Member States in order to
discuss and encourage the exchange of best prmactived the implementation of reforms
including the civil society stakeholders.

The EESC is of the opinion that stakeholders shdeleklop new methods for sharing best-
practices: multi-level networking would involve tb&change of information with the various
levels of government and closer cooperation betwesder areas in two or more Member
States would allow the setting up of cross-bordgedives. In addition, analysis of the good
practices is needed, in order to be able to usae thether Member States national context.

The Committee encourages the Commission and MeRitages to make a renewed effort to
promote the cross-border exchange of best pradiweugh the use of electronic
communication methods (e.g. databases containiagebes of best practices, scoreboards,
etc.). The above method depends however on the Ee®Btates adopting an appropriate
European framework that would allowlithecessary, the creation of innovative instruraent
should be considered.

The Committee reiterates its readiness to be abik as a platforﬁq for the exchange of
information and for cooperation between nationaCESsocial partners, civil society actors
and the European institutions and as a platformtterexchange of views and experiences
between national stakeholders. The Committee tdkesopportunity to recall that it highly
appreciates the contributions to the discussionglemby national ESCs and similar
organisations.

Brussels, 8 December 2011

The President
of the

European Economic and Social Committee

Staffan Nilsson

20

See http://www.eesc.europa.eu/ceslink/.
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NATIONAL CONTRIBUTIONS
ON THE COUNTRY-SPECIFIC
RECOMMENDATIONS AND ON THE
NATIONAL REFORM PROGRAMMES (NRPs)
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BELGIUM

Mr Staffan Nilsson
EESC President

99, Rue Belliard
1040 BRUSSELS

Subject: Steering committee - Integrated Reportthef European Economic and Social
Committee on the 2020 Strategy

Dear President,

In response to your letter dated 14 July 2011, sweetpleasure in enclosing the joint contribution of
the National Labour Council and the Central Ecomo@ouncil to the Integrated Report of the
European Economic and Social Committee in the abofehe European semester.

We hope that this contribution will be useful féretwork of the Europe 2020 strategy steering
committee. It provides a factual summary of all Wk undertaken by the National Labour Council
and the Central Economic Council in relation to Eheope 2020 strategy and Belgium's 2011 NRP.
The work carried out by social partners at othetelle in particular the Communities and the
Regions, are not dealt with in this document.

This contribution answers your question concernitfgpncrete proposals by national non-
governmental stakeholders to improve NRPs and rewmndations concerning their
implementatiohy as it has not so far been possible to reachraramn position between the Councils
concerning the recommendations addressed to Beligiuume 2011.

Yours sincerely,

R. Tollet P. Windey,
President of the President of the
Central Economic Council National Labour Council

15



Work of the Central Economic Council (CEC) and the National Labour Council (NLC) in
connection with the Europe 2020 strategy

Financial stability: financial crisis - sovereign cebt — macro--economic governance

For some years now, with the help of the NatiorehlBof Belgium and academic experts, the Central
Economic Council has been closely monitoring dgwelents and initiatives by the public authorities
in the field of banking and financial regulation.dddition to setting up arrangements for natiamal
international crisis management, it has also begoestion of getting a clear picture of the macro-
economic effects of macro-prudential policies. $geattention has been paid to the Annual Report of
the Belgian National Bank on financial stabilitydathe Basle agreements, which are supposed to
enable banks to keep a closer check on their tfvitk.

The Belgian National Bank has also accepted theesicpf the Central Economic Council to lend its
expertise to the macro-economic analysis of sogerdebt.

Growth and jobs

In line with the objectives intended by the 202fa&tgy and macro-economic monitoring, the Law of
26 July 1996 on job promotion and the preventiiegaarding of competitiveness aims to provide a
macro-economic framework for pay developments awd Monitoring factors that affect
competitiveness. This law is the legal frameworld ahe anchoring point for the negotiations
conducted by the social partners on pay policyvaoiking conditions.

The Law of 1996 has two pillars serving a singl@lgonore jobs. The first pillar aims to ensure
macro-economic control of labour costs in threentoes: France, Germany and the Netherlands. The
second pillar of this law concerns the structusglests of competitiveness (innovation, training,...
and employment. These various factors are part rofoeerall strategy designed to improve
employment and the well-being of all. Social dialegs the key to this scheme and the precondition
for any concrete steps in the field of socio-ecoiegmolicy.

In addition, the work of the Central Economic Cadlisecretariat when drafting the Technical Report
and associated documents, focuses on analysingpthpetitiveness of Belgium. This analysis takes
into account factors that determine the standaddvioilg of the population, namely growth, jobs and
income distribution. The analysis of structural penitiveness is also of key importance. Here, the
determinants are considered as soon as they telétte attractiveness, ability to attract busiresd
innovative activities in Belgium.

Jobs

Jobs lie at the heart of Belgian and Europeanipalitoncerns. The last two Technical Reports for
2009 and 2010 point out that providing more andebejuality jobs has been identified as the best
strategy for ensuring strong social cohesion, wdrelly reducing the risk of poverty or by enabling

government resources to be increased, therebyirgdbie sustainability of the social model against
the background of an ageing population.

16



As regards targeted employment policies, the Natibabour Council has on several occasions made
proposals on setting up systems to reduce so@atigecontributions and activating measures tghel
groups at risk. These measures are directly affdnyehe institutional debate in Belgium.

Work is also underway within the National Labouru@oil on optimising efforts to help certain
groups at risk through a better allocation of tbatdbution of 0.1% of payroll paid directly by the
sectors and businesses and a simpler and moréivefegstem for monitoring the results obtained.

Starting from the fact that qualifications playerywimportant role in the situation of young peoiple
the labour market, but the proportion of young pedgaving school without a diploma remains high,
the Central Economic Council and the National Lab@auncil adopted a joint opinion (Opinion No
1702 of 7 October 2009) establishing an inventdryneasures aimed at improving the position of
young people on the labour market, especially thoitle few skills. Based on the findings in this
opinion, the Councils, in their Opinion No 1770 26 May 2011, drew up a national check list
containing minimum conditions of labour law and iabsecurity for the various types of sandwich
courses. The aim of this check list is to make whele system more attractive and improve the
success rate by creating clarity and legal cestaiot both apprentices and their parents and
employers.

As regards jobs for older people, Recommendation 200 of the National Labour Council,
implementing point 49 of the Solidarity Pact Betwdke Generations, calls on sectors and businesses
to help maintain the employment of older workers dgveloping a policy of proactive staff
management that takes account of age. The Nati@iadur Council also plays a role in guiding the
activities of the Work Experience Fund through dpénions which it issues each year on its report.
The specific aim of the Fund is to increase theleympent rate among older people, notably through
information campaigns and the financing of projedtdirect benefit to older workers.

Still in connection with the employment rate fodet people, the National Labour Council issued on
2 March 2011 an own-initiative Opinion on the statéemplementation of the Law on the Solidarity
Pact Between the Generations as regards the infiormép be provided to future pensioners. The
social partners attach great importance to thigeptolf workers are better informed about theiufe
pension rights, they can make more informed cacheices. In addition, correct information on the
amount of their future pension may encourage wark@continue to work longer.

In connection with the quality of employment, theldnce between work and private life as well as
the issue of flexicurity, the National Labour Coilradopted in 2009 Report No 76 on the leave
schemes existing in Belgium. This report contaimsueber of recommendations for any reform of
the leave system. In line with this report, theralleassessment of existing leave schemes is diyren

on the agenda of the National Labour Council, ak agthe implementation of the new European
directive on parental leave.

The reform of legislation on temporary agency wizlalso on the agenda of the National Labour
Council. The aim of discussions is to improve tights of temporary workers while opening up new
job possibilities through temporary work, and timeet the new realities of the labour market. The
impact of the new European directive is also beixgmined.
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Questions that are more specific to certain seaoesalso being discussed. The National Labour
Council has thus expressed its views on certaigifipeneasures for casual work as well as on the
fight against social security fraud and supportrégular employment in some sectors of horticulture
and agriculture. It also examined in 2011 the matioreport (2009-2010) on the practical
implementation of Directive 2002/15/EC on the oiigation of working time in the road transport
sector.

As regards the management of the crisis, the sparéihers have played a major role on the ground in
the application of crisis measures that can enalbeking hours and the number of jobs to be
temporarily adjusted in firms in difficulty becauséthe crisis. The temporary measures on cutting
working hours or suspending execution of the emplayt contract have actually been activated
through the collective labour agreements enteregddhsector or, failing that, at enterprise levdie
National Labour Council has been closely involveithvthe extension of these measures: three
opinions have been issued by the Council on thiteméOpinions No 1719 of 15 December 2009, No
1739 of 15 September 2010 and No 1769 of 23 Ma@dii P

In the current economic environment marked by aigant number of firms in difficulty, the
National Labour Council also adopted Collective duab Agreement No 102 of 5 October 2011,
which is an important tool for preserving the riglatf workers in the event of their business being
transferred by the law. This CLA was adopted punstathe Law of 31 January on the continuity of
businesses which has replaced the old law on ssgdément.

Cutting red tape

Since 1996 the National Labour Council has beewlired with major reforms that have led to a
situation today where employers can now carry tedtenically a whole series of formalities in thei
relations with the social security administratidimis work continues with regular monitoring by the
NSSO and the social secretariats of the state ofrpss and any difficulties encountered in
implementing the various aspects of the reformc&the work began the National Labour Council, in
its opinions, has seen to it that this red tapé&rgyoperation unfolds in accordance with threemai
principles, namely the principles of simplicity,utelity and feasibility.

Boosting growth potential

The Law of 1996 provides for an evaluation - pdgsiiollowed by recommendations — of the
functioning of the labour market, innovation prages structures for financing the economy, factors
determining productivity, training and educatiomustures, and changes in the organisation and
development of enterprises. The results of thisknean be found in the Technical Report on the
maximum margins available for the evolution of laboosts.

In Belgium, the momentum of social dialogue hasbésth the introduction of new areas of
negotiation, in addition to wage formation and eoypient policies. Thus the theme of lifelong
learning appears in the inter-professional agreésrfen 1999-2000 and that of innovation and the 3%
target for R&D in those for 2005-2006. These thearas analyses have become recurrent in the work
of both Councils.
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At the request of the social partners, a survehefstructural competitiveness of Belgium was edrri
out on the basis of existing studies in the CerfB@nomic Council, the Federal Planning Bureau
(FPB) and the Belgian National Bank (NBB). In caterterms, the CEC secretariat has teamed up
with the NBB and the BFP to produce in a joint n@tgiagnosis of the competitiveness of the Belgian
economy while identifying the key challenges. Thigt note was presented at the conference on
"The Challenges of Competitiveness in Belgium" vahtbe three institutions organised jointly in
September 2011 (2).

The social partners have recently developed newestgb innovatory benefits for workers:

- Under the inter-professional agreement for 200082 the social partners considered that the
need for our economy to be more resistant in gldheiness conditions that are constantly
changing and the need for sufficient support framiety to support labour and entrepreneurs
make it necessary to carry out an assessment oéxisting legal framework establishing
worker participation and involvement in profits (ieof 22 May 2001 on arrangements for
employee participation in capital and corporatdifglo The inter-professional agreement led to
the adoption of Collective Labour Agreement No $@2 December 2007, which introduced a
new system of results-related, non-recurring bé&mnefine aim in Collective Agreement No 90
is to create a system as simple as possible thdteamplemented by all employers, taking into
account the specific features of SMEs, so as tee@ase the motivation of their workers by
involving them in the achievement of collective Igoalhis system, which is assessed in the
technical report of the Central Economic Councigswthe subject of some adjustments in
Collective Labour Agreement No 90a of 21 DecemifdrC2to improve efficiency.

- The inter-professional agreement for 2009-201dvided for the development of a system of
granting "green checks" for the purchase of ecoligproducts and services that were
exempted from tax and social security contributiopemployers and employees. This point in
the agreement was implemented by Collective Ladgreement No 98 of 20 February 2009,
amended on 21 December 2010 by Collective Labouredment No 98a to improve
practicability on the ground. The social partnersnitor how the system of eco-checks is
applied in practice.

Innovation

Taking its cue from the European guidelines forowation and the CEC's Opinion of 2006 on the
Belgian system of innovation, the inter-professloagreement for 2007-2008 between the social
partners said that if Belgium wished to carry du¢ hecessary transition to a creative and high-
performance economy successfully, it must try haidethe field of innovation. This required a
culture of innovation in businesses, in the publithorities and in society as a whole. This agre¢me
gives the CEC a mandate to analyse the subjeaester depth. To help business councils build up
and organise a dialogue on innovation, the Ceriminomic Council prepared in 2008 a set of
guidelines which highlighted the relevant informatifor conducting this discussion in the current
Royal Decree of 27 November 1973. In addition, @eatral Economic Council participated fully in
the development of a model for a sector report &D Rnd innovation in the form of an instrument
panel. The sector instrument panels, completech&yCEC secretariat, were sent to the chairmen of
the joint committees.
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Many studies have been conducted, or are undenwaggllaboration with the Federal Service for
Science Policy, the Federal Planning Bureau angneber of academics as part of a network linking
various federal and regional actors. This netwdrkstitutions and personalities is part of a seoé
working groups set up in order to study in detadl problems identified in the diagnosis opinionFon

& D and innovation. The working group on patentmpteted its work at the end of 2007, which led
to the Opinion on "Working towards a Community pétend a stronger patent culture in Belgium."
The working group which focused on the transferknbwledge between science and industry
completed its work in 2009, which led to the "Opimion boosting exchanges of knowledge between
the research world and businesses". The Opiniorerdrepreneurs in Belgium was adopted in
September 2011. The working group on tax incentieefR & D and the policy mix is still at work.
To help assess tax incentives and regional sulssidighis field, it has been decided to set up a
database involving federal (Federal Planning BureaBF Finance, SPP Science Policy, SPF
Economy and the NSSO) and regional (IWT, Walloogi&e, IWOIB) bodies. The aim is to evaluate
the different policies implemented in Belgium.

Continuous vocational training

Since the formal inter-professional agreement 088l 9%he social partners have paid particular
attention to continuous vocational training, seftithemselves a target of 1.9% of the payroll for
financing training. At the same time, as part & Work carried out jointly by the NLC and the CEC,
the social partners have developed a tool for meaguraining efforts. As a continuation of the
Solidarity Pact Between the Generations, a new odetlogy for monitoring training efforts has been
set up, whereby the National Labour Council andGeatral Economic Council verify each year if
the overall training target (set at 1.9% of the rply has been met overall by businesses. This
evaluation is based on the Technical Report of@katral Economic Council (which includes not
only the estimated financial efforts based on ihgkfied balance sheets of businesses but also the
participation rate of staff in formal and inforniedining courses).

If the target of 1.9% is not reached, the Pact seisdown the outlines of a scheme to encourage
sectors to make extra training efforts under sattagreements including the commitment to either
increase the training effort by 0.1% per year oréase the rate of participation in training cosiisg

5% each year. Any sectors that do not enter inth sigreements will have to pay an extra 0.05% for
the funding of paid educational leave. The finsidifor the years 2008 and 2009 of the sectorshwhic
are not doing enough as regards training were legtell by Ministerial Order on 13 April 2011. The
National Labour Council and the Central Economiai@al had previously issued Opinion No 1765
of 26 January 2011 on the assessment of the dkbrégsemade by sectors in the field of training.€Th
assessment of the extra training efforts made 10 29 currently underway within the Councils.

More generally, many secretariat briefing notesehiaxelled discussions between the social partners.
They concern for example: new skills for new joB811); the efforts of the branches and sectors
(2009); the evaluation of continuing vocationaliriiiag efforts for groups at risk and private sector
workers (2007); the benefits, organisation andessaf vocational training in Belgium (2007).

In 2009 the two Councils issued an opinion on cadus training as part of an overall strategy and i
January 2011 another opinion on the evaluatiorectiosal training efforts.
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In addition, in a joint opinion in May 2011 the CE@d the NLC set out a proposal to harmonise the
social status of young people starting work (sactwburses).

Inactivity traps

As part of the Technical Report and the two-yepuigt opinion of the Central Economic Council and
the National Labour Council on the amount and ithistion of the funds set aside for higher welfare
benefits in the light of the trend in prosperitynamber of the studies carried out seek to clanifyme

of the questions raised in the Belgian social dja® They include the financial incentives to netur
to work for the unemployed and beneficiaries ofititegration income in Belgium (November 2009,
March 2011), the effects of tax and tax-relatedngea on the trend in net wages (2007, 2010), and
the geographical mobility of labour (2009).

In accordance with the Law of 24 December 1999Herpromotion of employment, the two Councils
have to draw up an annual joint overall assesswfdtie application of the chapter entitled "Fiih |
agreement.” This assessment must cover, among thihgs, how the hiring quota laid down by the
Law is respected and the distribution rates of amshwomen among new workers. The two Councils
adopted the joint opinion in September 2011.

The ageing issue

The Solidarity Pact Between the Generations dates the end of 2005. This is a plan of the federal
government aimed at finding joint solutions to greblem of ageing and the low rates of activity in
certain population groups. The National Labour Qiluhas been widely involved in the practical
implementation of the Pact through various opiniand agreements, in particular concerning special
schemes for early retirement (heavy work, workeith disabilities or serious physical problems, long
careers) or protection against discrimination.

Effects of tax and tax-related changes on wage tres

Two briefing notes by the CEC secretariat asses<ffects of tax and tax-related changes on the
trend in net wages (2007, 2010).

Regional inequality in the field of jobs — labour nobility

The briefing note by the CEC secretariat on thigest ("The geographical mobility of labour" 2009)
shows that a large number of factors influence imbility, and so their role in this problem should
not be overlooked.

Effectiveness of resources

The work of the Central Economic Council on eneirgyecent years has focused mainly on issues

relating to international and European climate diojes, the security of energy supplies, energy
efficiency, etc. In this context, the Council hasued an opinion on European burden-sharing, the
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European Commission's Green Paper, and an opinoth® energy challenges facing Belgium
between now and 2030.

The CEC has also discussed studies and reporteeampact of the Climate and Energy Package of
the European Commission on the energy system ambety of Belgium, the ideal Belgian energy
mix and the electricity supply outlook for 2008-Z0At present, the CEC is keeping a special eye on
the new initiatives of the European Commission eomiig Climate and Energy Policy (the
"Roadmap for moving to a competitive low-carbonremay by 2050" and the "Energy Efficiency
Plan 2011" of the European Commission) and is gierested in additional studies that have been
conducted on related topics (in particular the "@EStrategy Green Growth Strategy Synthesis
Report™). In this connection, the CEC organisedl-tiay seminar on 24 November that highlighted
the international, European and Belgian (at fedemndl regional level) dimensions of these issues.

Concerns other than those guided by EU policie® lzso caught the attention of the social partners
of the CEC, such as the more social concerns that wovered in an opinion on the social policies
adopted with respect to energy in Belgium.

In addition, each year the Technical Report of @EC secretariat, in its chapter on the macro-
economic context of the Belgian economy, analysagldpments in electricity and gas prices in
Belgium and neighbouring countries. Moreover, i1@@he CEC secretariat conducted a "study on
the structure of production costs in the economhich covered, among other things, the weight of
energy in the production costs of the economy dmdamufacturing industry.

Environmental considerations have been incorporigiedthe inter-professional agreement for 2009-
2010 (see above the introduction of eco-checks}.i$éue of how to move towards a green economy
is regularly looked at by the Councils. In July 90the CEC and the NLC first issued a unanimous
opinion on the topic of green jobs that outlines state of play of green jobs at global, Europeah a
Belgian level and, apart from concerns which arseesally environmental, describes it in social
(quantity and quality of jobs) and economic terrasofiomic weight and importance of activities
related to the move towards a low-carbon econommyMarch 2010, the Councils issued a second
unanimous opinion on the matter, which sets oufdbtors that, for them, are important in facilitgt

a successful transition to a low-carbon economytha@mergence of quality green jobs.

In March 2011, the Central Economic Council, thtougs special Advisory Committee for
Construction, adopted an opinion entitled "Decemiding for all: an ambitious and multi-functional
crisis programme combining ecology, economy andpedty."

Social inclusion

The Solidarity Pact Between the Generations pravide a two-yearly joint opinion from the Central
Economic Council and the National Labour Counciltbe amount and distribution of the funds set
aside for higher welfare benefits in the light lod¢ trend in prosperity. The prosperity adjustmeay m
take the form of an amendment of the calculatidglingg an allowance and/or a minimum allowance.
In February 2009, the Councils voted on the pragpedjustments in 2009 and 2010. Here the
Councils took account of the trend in the employtmate and the need for a sustainable balance in
social security, and so they focused on econonoeviyr, the cost of ageing, the ratio between the
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number of people receiving allowances and the nurobg@eople in work, as well as the potential
pitfalls of work.

At the end of 2010, the Central Economic Councd #me National Labour Council adopted a joint
opinion on the two-yearly report of the Service tmmbating poverty, precariousness and social
exclusion covering the period 2008-2009.

The National Labour Council is a platform wherehg social partners at different levels of power
can monitor the European framework agreement onirtbleisive labour market. This European
agreement, which must be implemented in accordaittethe specific procedures and practices of
the social partners in the Member States by 20185 tkansposed into Belgian law by National
Labour Council Recommendation No 22 of 25 May 20The joint committees and regional
consultation bodies are called upon to promotepitieciples of inclusion on the labour markets
developed in the European framework agreement aridke their cue from these measures in their
current and future actions.

On the basis of the implementation of this agrednaerd Recommendation No 22, the National
Labour Council has undertaken to produce an inteeport in June 2012 and a final report in June
2013; these reports will form part of the work te Hone within the European social dialogue
committee on the implementation of the framewonleagent.

An initial contribution concerns the check list fandwich courses mentioned above.
The National Labour Council is finally involved the work of the ILO carried out during the 101st

session of the International Labour ConferencedR812) relating to social protection check lists f
social justice and a fair globalisation.
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BULGARIA

Question 1

Positions regarding the country-specific recommend#&ns and planned actions by main social
and economic stakeholders

The bulk of the European Commission's findings esmbmmendations concerning reforms in the
pension system, health care, the labour marketatidum, the efficiency of public finances and the
business environment have been addressed by thenE®€ent opinions and resolutions, in which it
formulated a series of concrete recommendationssaggdestions. In essence the ESC proposed a set
of measures and approaches for addressing the fispediallenges connected with the
recommendations.

The ESC presented its position on the European Gssion's country-specific recommendations on
Bulgaria's National Reform Programme (NRP) for 2015 and the Convergence Programme for
2011-2014 at a discussion organised jointly witk Buropean Commission Representation in
Bulgaria on "The European semester in the contietkteonew EU economic governance”.

In the first instance, the ESC expressed its viewsghe European Commission's approach to the
implementation of the Europe 2020 strategy. The 'E&&pectation was that the Commission would
ask each Member State to draw up and present ardhtReform Programme for the period up to
2020, integrating all the fundamental strategied seforms for achieving the goals of the Europe
2020 strategy, and that once this had taken plams;rete plans and measures on the fundamental
priorities and goals would be adopted. In this @mtion, the ESC welcomes the fact that the
Bulgarian government plans to prepare the "Bulg2@i20" National Development Programme by the
end of 2011.

With regard to the recommendation that Bulgaria uhoproceed more rapidly with fiscal
consolidation and limiting growth of expendituregotential GDP growth, thus increasing spending
on supporting growth, the ESC considers that steont efforts should focus on the adoption of
measures that do not require massive public inastnand have the greatest impact on the
revitalisation of the labour market and economvwgh. Such measures, in accordance with policies
in the flagship initiatives, should have clear emoit benefits in the short/medium term and lend
themselves to relatively fast adoption.

In this connection, in its resolution on BulgarisRP, the ESC proposes that separate emphasis and
serious weight be given in the programme to inéngalabour productivity and establishing a unified
national strategic objective of guaranteeing aadertevel of labour productivity by 2020 and the
competitiveness of the Bulgarian economy.

The ESC welcomes the fact that the Bulgarian gawent has linked the reforms and measures
planned for 2011-2020 to achieve the national gofithe Europe 2020 strategy with the objective
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proposed by the ESC of "raising living standardghe country to 60% of the European Union
average by 2020".

In addition, in the ESC's view, the fiscal burderset to rise as a result of demographic change in
Bulgaria and will already be much greater in thedimen term. Accordingly, the ESC has noted that
so far in Bulgaria there is no clear estimate & #xpected rise in public spending resulting from
demographic developments and that this problemotsreflected in the NRP, which may create
serious problems in the future when it comes toestiing the stated objectives.

The ESC stresses that the current crisis has siiadiya changed the structure of labour markets in
Europe and that revitalising them will require p@s and measures to stimulate demand as well as
supply in the labour market. The ESC accepts thefaan Commission's recommendation that
various pension reform measures will need to belacated, but considers that raising the retirement
age will not be sufficient in itself to resolve theoblems relating to the financial stability ofngéon
funds. In the ESC's view, given the demographiksrigar greater emphasis should be placed on
policies and measures aimed at stimulating econawtivity and employment, particularly for young
people and people with primary and lower levelsdaiication, and at boosting labour productivity.

The ESC accepts the European Commission's reconati@emdregarding the need for action to
combat poverty and social exclusion, particulanyulnerable population groups. However, it also
takes the view that there is a need to adopt séropglicies and measures for young people, early
school leavers and those with low qualificationbpvare most at risk of poverty. The ESC considers
improving education and qualification levels todyee of the most powerful and realistic policies for
reducing poverty and social exclusion.

The ESC agrees with the Commission Bulgaria's eynpémt services need modernising, whilst
emphasising that, in the current crisis, theseicesvalso need to be better resourced, so asrease
their efficiency and capacity. The ESC has stagpeatedly that it is vital to focus efforts on hetp
young people to improve their qualifications, it@wance with labour market demands.

In this regard, the ESC believes that the Europgammission's recommendation that Bulgaria
continue with education reform by adopting the taws planned by the government will not be
sufficient to resolve the complex problems thaseki relation to education in Bulgaria. The ESG ha
reiterated in a number of its opinions that paftéicattention has to be paid to vocational trairang
early careers guidance for young people. The pnoldé early school leaving should also be given
further attention in the NRP, since it will have iampact on the achievement of our national goal in
relation to the implementation of the Europe 2028tegy. Accordingly, the ESC has recommended
that Bulgaria set a more ambitious target in refato this indicator.
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Question 2

Concrete proposals by national non-governmental skeholders to improve NRPs and
recommendations concerning their implementation

. The ESC's concrete proposals to improve the NRRBaireut in its 2011 Resolutions @he
Draft National Reform Programme of the Republic ofBulgaria andDemographic Challenges to
Bulgaria within the Europe 2020 Strategy and its Opinion onStrategic Priorities for the
Bulgarian Economy within the Europe 2020 Strategyadopted in October 2010.

The ESC recommends that the macroeconomic pameofNiRP be expanded within a long-term
perspective (if possible, for the whole period 0f2020) so as to create much clearer referencéspoin
for the planned strategy for growth within the pasgming period.

The ESC believes that more attention should be fmalubttlenecks (barriers to growth) in the first
part of the document, together with other partiduleserious challenges facing the Bulgarian
economy.

The ESC believes that the NRP should concentrateapty on future measures and actions and
reduce to a minimum retrospective analysis of megswhich have already been implemented or
measures that are currently underway. This is qdatily relevant for measures and actions included
in the section of the NRP on thematic coordination.

The ESC proposes that the need to include additjgmarities and measures in the document, for
instance in relation to the development of transpdrastructure, be discussed in order to enduee t
necessary connectivity between the Bulgarian ecgreomd that of the EU.

The ESC recommends that the planned reforms bergestin more detail and that, in addition, the
macroeconomic part include specific deadlines foplementing the milestone stages, in order to
create the necessary basis for assessing theicirapahe recovery and stabilisation of growtheit s
intervals.

The ESC considers that more specific estimates pfoviding financing for the reforms and
mechanisms for effective and efficient spendingpafticular resources is another element whose
inclusion in the NRP will provide the necessary ditions for assessing the effects of envisaged
measures for restoring growth and employment.

The ESC considers that a certain prioritisationtleé planned reforms and policies would be
appropriate to ensure timely implementation of éhtsat will have the most powerful and timely
effect at particular stages in the implementatibthe Europe 2020 strategy. The ESC believes that
reforms and policies can be prioritised by systé&radtegorisation of those which can be carried out
immediately and which will have a direct and imnadiimpact on the recovery of growth and
employment, and those whose implementation regairasre gradual approach.
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The ESC considers that making a clearer connebebween the objectives and reforms for restoring
and stimulating growth and the five national gaald their flanking policies and measures is thg onl
possible way of achieving the necessary synergy taedoptimal use of existing potential and
resources.

The ESC recommends that the NRP should also seh adtail the stages for the implementation of
individual policies and measures as well as theeetqul effects of the reforms and policies included
in the document throughout the programming peripdai2020, in order to provide the necessary
support for gradual attainment of the stated ohjest

The ESC reiterates its position that, in orderrtsuee gradual implementation of the NRP, an Action
Plan, together with a corresponding time schediés to be drafted and adopted which clearly
specifies the institutional arrangements and resipdities.

The ESC stresses that it is essential to adopbpppte procedures for monitoring and control al we
as for overall coordination of the implementatidriN&RP and the Action Plan under the supervision
of the deputy prime minister invested with the rsseey responsibilities and management powers to
oversee the whole process of implementing the EUR§20 strategy.

The ESC notes that the NRP should be as consesgmbssible with the guidelines for economic and
employment policies in order to establish the ngagscoordination for the implementation of the
Europe 2020 strategy at a European level.

The ESC shares the position of the European Coronigegarding the need for an integrated
approach to recovery, which requires key refornts @alicies in the context of Europe 2020 to focus
on three main areas: strict fiscal consolidatiomrder to increase macroeconomic stability, reforms
in the labour market to increase employment, andsomes to boost growth. In this regard, the ESC
recommends that these three areas of policiesedodhrs be integrated appropriately in the NRP with
the ten priority actions proposed by the Commissioits Communication on the Annual Growth
Survey.

In the publicly discussed and adopted Opinion arat&gic Priorities of the Bulgarian Economy
within the Europe 2020 Strategy, the ESC propo$ed adoption of a unified national strategic
objective which could serve as the basis for greatd more effective coordination and integratibn o
individual policies and reforms. In this connectidhe ESC proposed that discussions be held on
making the achievement by 2020 of a GDP PPP pétacegual to 60% of the EU average a strategic
objective. In this regard, the ESC considers thdg&ia's National Development Programme should
be implemented in two stages: first, by the en@@if3, sustainable and balanced growth should be
achieved by overcoming imbalances and restructuieageconomy; second, by 2020, a GDP PPP per
capita equal to 60% of the EU should be reachexuiiir innovative growth.

The ESC proposes that issues related to incre#sengroductivity of labour should form a separate
key aspect of the NRP. The ESC considers that dea df including another national strategic
objective concerning the achievement of a certairell of labour productivity by 2020 could be
discussed, particularly since a considerable isereia labour productivity is the most effective
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potential measure for offsetting the consequen€atemographic developments in the country and
the expected increase in fiscal pressures.

In this connection, the ESC draws attention toffioe that the country currently has no clear eséma
of the increase in public expenditure likely touledrom demographic change and that this issue is
not reflected in the NRP, which might create sesigmoblems in the future when it comes to
achieving the stated objectives. Consequently, B once again reiterates its call for the
development of adequate public consensus and tigiad by the National Assembly of a long-term
strategy on demographic change and human capital.

The Bulgarian ESC has proposed that the problelovmofabour market participation be given priority
consideration in a special document, along witkehtey priorities relating to shared commitments to
employment.

The ESC recommends that steps be taken to enseqeiad coordination and synergy between the
NRP and the Stability and Convergence Programniee-two key strategy documents which ensure
that reforms are implemented in accordance wittEilm@pe 2020 strategy.

Question 3

. Effects produced by the action of the non-governmeal stakeholders and further
initiatives to be taken

The ESC's action in relation to the preparation amglementation of the National Reform
Programme (NRP) of the Republic of Bulgaria focuzes

- the definition of strategic objectives and toolsdchieving them;

- consultation on the NRP;

- drawing up recommendations for improving the impenation of the NRP;

- discussion of the European Commission and Couecibmmendations on Bulgaria's
National Reform Programme for 2011-2015 and thesipiidies for putting them into
effect.

In connection with the preparation of Bulgaria'sibiaal Reform Programme for Implementing the
Europe 2020 Strategy, the ESC took the followinecHj action:

1. On the basis of the ESC's Resolution on the Draftadal Reform Programme of the Republic
of Bulgaria, the government officials responsilde drawing up the programme and members
of the Economic and Social Council held consulteion the ESC's proposals and how they
were reflected in the Reform Programme.

2. The key ESC proposals set out in the following copénions it adopted on the country's

strategic issues and priorities — "Challenges fadine Bulgarian economy”, "The labour
market" and "Social security and social protectiewere included in the package of anti-crisis
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measures and proposals for socio-economic develaipiméhe framework of the Europe 2020
strategy, agreed between the government and tied pactners.

3. The concrete recommendations and proposals seh ¢é documents adopted by the ESC —
the Opinion on Strategic Priorities for the BulgariEconomy within the Europe 2020 Strategy
and the Resolution on the Draft National ReformgPamme of the Republic of Bulgaria —
were taken into account in the drafting of the ffiviersion of the National Reform Programme
of the Republic of Bulgaria for 2011-2015, whichswadopted by the Council of Ministers on
13 April and submitted to the European Commission.

The ESC was sent a special letter by the Ministiyimance informing it of the recommendations and
suggestions taken up in the Bulgarian NRP for 202015 with regard to:

- improvements to the structure of the NRP and tli@nloa between its various different parts —
it was noted that, in the final version, equal mitsn would be given to measures for
overcoming the challenges to sustainable econoroiwty and measures for achieving national
objectives within the Europe 2020 strategy;

- prioritisation of the reforms to be undertaken bywldaria in connection with the
implementation of the objectives of the Europe 26@8tegy;

- inclusion in the NRP of the ESC's proposal for dieeh national strategic objective of reaching
GDP at purchasing power parity per capita of 6@qr of the European Union average by
2020 ;

- identification of the basic measures to be implaedim the short-term plan (2011 — 2012) and
the mid-range measures, to be implemented by Z0t5%nost growth factors and the defined
national goals;

- the inclusion of infrastructure as a fundamentarjiy for economic policy and a key factor in
sustainable growth;

- the achievement of a balance between ambitiousnatgoals and a realistic approach to the
measures and reforms proposed,;

- evidence that the commitments are realistic will grevided by making reference to the
measures in the Action Plan appended to the NR&udimg specific deadlines, budgets,
remits, indicators and performance expectations;

- discussion and coordination of the NRP with theadqrartners, NGOs and academia.

4.  As a result of the resolution adopted by the ESCDemographic Challenges to Bulgaria
within the Europe 2020 Strategy, the governmentstipsilated in the NRP Action Plan (2011—
2015) that the National Demographic Strategy of Republic of Bulgaria up to 2020 be
updated by the end of 2011.

5.  The recommendation that the social partners anbsciwiety should be actively involved in the
preparation and discussion of the NRP was followgy with the inclusion of their
representatives in the Working Group on the devakg of the NRP. The social partners were
also involved in discussions on the NRP in the RuBbnsultancy Council at the National
Assembly.
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10.

To broaden public debate on key aspects of the fearo Commission's recommendations
regarding Bulgaria's National Reform Programme £#§11 and updated Convergence
Programme for 2011-2014, the European CommissiRefgesentation in Bulgaria and the
Economic and Social Council organised a public telmm "The European semester in the
context of new EU economic governance". ESC reptatiges also took part in public

discussions on the recommendations on the NRP iseghhy other NGOs.

In its resolution on the draft NRP, the ESC exprdsss view on the need to develop a 2020
National Development Programme, integrating theomis priorities and objectives for the
period up to 2020, before going on to define thenty's objectives in relation to the Europe
2020 strategy. In this regard, the ESC is satigtied the Bulgarian government plans to draw
up a National Development Programme, "Bulgaria 2089 the end of 2011, in accordance
with the concept for programming the developmenthef Republic of Bulgaria. The ESC is
involved in the consultation process and has bdentified by the government as the main
consultative body.

As part of the consultation process on the premsrabf the National Development
Programme: Bulgaria 2020, the Council of Ministerganised a consultation meeting on the
theme Bulgaria 2020: vision, goals and prioritiesvhich the ESC and the social partners
presented their recommendations and proposals. Eepfesentatives also took part in the
public discussions on the Bulgaria 2020 Nationalvé@pment Programme organised by
NGOs.

The ESC has prepared an analysis on "Challengekalfour markets in the context of the
Europe 2020 Strategy" assessing the new situatidnnaw opportunities for labour-market
breakthroughs or risks of more negative trendgdjquéarly with regard to jobs.

On 17 October 2011, the ESC and the EESC orgarasguint conference in Sofia on
Demographic challenges and the labour market withénEurope 2020 strategy, at which civil
society held a broad discussion with a view to fifging the challenges facing labour markets
in Europe and summarising the measures and policéesled to achieve the goals of the
Europe 2020 strategy. The discussion and the kessages from this conference are to be
published in a brochure which will be dissemindtedhterested parties.

Future ESC initiatives in relation to the Europe 2@0 strategy

The ESC is the official consultative body for theegaration of the "Bulgaria 2020" National

Development Programme, in accordance with the gunfoe programming the development of the
Republic of Bulgaria, and will play an active ralp to the end of 2011 in the preparation of this
document, which is of crucial national importance.

The Economic and Social Council has started workm©®pinion on "Policies to reduce early school
leaving", another issue that is important to Bulgyam connection with the Europe 2020 strategysThi
is a key issue for Bulgaria, with a decisive influe on the state of the labour market and young
people's self-development.
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The ESC is preparing for a number of regional nmggstiand consultations, in partnership with the
Bulgarian government and the European CommissiRefgesentation in Bulgaria, on education and
children dropping out of school.

The ESC has started work on the role of Bulgariaoperatives in the development of the social
economy, in connection with the Europe 2020 stratétpoperatives have a very long history in
Bulgaria and the ESC therefore believes that theytlge cornerstone of the social economy and can
provide real opportunities for maintaining and éstg employment.

With respect to its future work on the Europe 2@R@tegy, the ESC is planning and preparing an
Opinion on "Fostering employment for people witkatiilities".

Its activities in 2012 will focus on the followirgriorities:

- active involvement in the monitoring and advisogcle for the Bulgarian NRP, as well as
work on specific recommendations from the Europ@ammission and the Council;

- special attention to working with young people. @h¢he issues the ESC is currently working
on is getting Bulgaria's students involved in tbhasultation process on matters relating to their
studies and work experience;

- in connection with the European Year for Active &gg issues involving the elderly are
another area where the ESC is planning concreiatines.
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CYPRUS

NATIONAL REFORM PROGRAMME

The meeting that took place with the finance merisbn the stability programme was clearly
superficial and gave the social partners and palitparties taking part no opportunity to make
proposals, with no time available for further deliftions since the meeting took place one day eéefor
submission of the final document in Brussels. Wpehthat the social partners will be able to play a
direct and substantive role in the implementatimtess.

Two basic parameters that are directly relatedoteefty are unemployment and health. There can be
no expectation of adequately achieving the goakdficing poverty without reducing unemployment
and implementing the General System of Health brste (GSHI). Social policy should be based on
five priorities: employment/unemployment; pensigmsyerty; health; and energy.

It is important to create jobs by means of growtmovation and targeted education systems. In
addition, efforts must be made to stamp out illegaployment and undeclared work and to promote
high-quality, decent work.

Pensions and social security require a specialoagpr as they are fundamental to the success or
failure of the application of a comprehensive sbgalicy. The rise in increasingly long-term
unemployment will aggravate the pension problemn@ven greater degree and this is why the issue
must be examined in detail within the context afisbdialogue.

The delay in the implementation of the GSHI is magkit harder to plan ahead and implement a
comprehensive social policy. Following the crossdieo healthcare directive, the absence of a GSHI
in Cyprus is resulting in a two-speed health systeiich does nothing to help efforts to combat
poverty; on the contrary, it reinforces inequafitend social exclusion. A definitive timetable fobe
implementation of the GSHI must be drawn up.

The objective of ending Cyprus's dependence oarllpromoting alternative and renewable sources
of energy still has to be addressed in practiceaddition, it is important and necessary to frame
policies to implement budget reform and improvedordivity, primarily in the public sector, in the
framework of the 2007-2013 programme.

There is a need to restructure and decentralisalstare services and responsibilities, with greate
local authority involvement.

The key demands made by the social partners forovitgg the NRP, include:

- their involvement in all stages of implementatiormgnitoring and evaluation of the NRP;

- the incorporation of all the policies listed withihe NRP, so that we can move from
theory to practice;
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the fleshing out of policies promoting social pgliche fight against poverty and the
introduction of the GSHI,;

the strengthening of policies aimed at eliminatingqualities, combating poverty and
unemployment and promoting a formal structure fmia dialogue that can address the
themes of the Europe 2020 strategy;

a description of how each objective is to be immatad in order to give a clear
indication of the overall process.

The measures to promote development are inadequate.

There is a lack of clarity regarding social polgpending cuts.

The assessment of the impact of the internatianahtial crisis on the Cypriot economy
was ill-founded and incorrect.

There is no reference whatsoever to the role, gpation and involvement of the social
partners in the process of implementing, monitoand evaluating measures.

As mentioned above, the social partners have paesedheir views to the ministers, expert
committees and parliamentary committees conceriiée. latter have justified their position in
various communications and articles.

The main points made were the following:

The working group will submit a report to the Praxgaming Office regarding the creation
of a mechanism for monitoring and evaluating actaken.

The work will be completed in 2014-2015 and thdadjae on drawing up a framework
for action for 2020 will subsequently begin.

The minister for employment will involve the Labo#dvisory Board in the process of
implementing measures, with the aim of creatingm@ployment observatory.
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ESTONIA

Contribution to the Integrated Report
Dear Mr Nilsson,

On behalf of Estonian Economic and Social Commiltteeould like to express my gratitude to the
initiative of EESN to present its contribution dnstvery important issue to the Commission.
Estonia's position regarding the country specdmommendations is supportive. Estonia went through
excessive reform of individual labour relationsulatjon after adoption of Employment Contracts Act
in late 2008 and enforcement of the amendmentslin2D09. The role of social partners and other
stakeholders in the process has been crucial.

In mid-2009 the reform of public employment sergiceas performed. Since May 2009 the
Unemployment Insurance Fund is acting in Estonithagublic employment service. Since then the
role of social partners in decision-making proceEgmployment policy is enhanced through their
participation in the board of the Fund.

We do share the concern on skills and demands rtéboa the labour market. In order to deal with
the mismatch, Estonia has committed itself to ptenemore emphasis on active labour market
measures. Since the beginning of 2011 the focudéas set on labour market training to facilitate
the needs of jobseekers as well as employers Igdkiniabour.

Reduction of taxes, in particular labour cost®ris of strategic aims in Estonia. Nevertheless tdue
the global financial and economic crisis some efitfitiatives have been postponed.

Yours sincerely,

o
- 7 :

Egle Kbarats

Deputy Secretary General on Labour Policy

Copy: Mr. Joost van IERSEL, President of the Eur2@20 Steering Committee
Triin Pakkonen +372 626 172

triin.pakkonen@sm.ee
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IRELAND

The European Economic and Social Committee hasestgd information on the progress of each

member-state’s National Reform Programme (NRP) @edelopments arising from the country-

specific recommendations issued by the Council ofiders. Information has been requested on the

following issues:

. Positions regarding the country-specific recomménda and planned actions by main social
and economic stakeholders;

. Concrete proposals by national non-governmentakebtdders to improve NRPs and
recommendations concerning their implementation;

. Effects produced by the action of the non-goverrtalestakeholders and further initiatives to
be taken.

Ireland’s participation in the Europe 2020 is cobxl by the fact that it is in receipt of financial

support from the EU and the IMF. The assistancéarntk receives is tied to the fulfilment of

ambitious programmes focused on fiscal consolidatad structural economic reforms. Both the
Commission, in its assessment of the National Reférogramme, and the Council of Ministers, with
their country-specific recommendations, have ackedged the fact of Ireland’s participation in

EU/IMF programme of support. Consequently, the @ilumas issued a single recommendation in
respect of Ireland, namely that it implement theIEIBF programme as agreed.

In pursuit of this single aim, the Council made soancillary observations. It noted that the
‘implementation of the EU-IMF financial assistanmegramme is on track’. But the Council also
observed that the ‘risks with regards to long-texmtainability of public finances appear to be high
Therefore, achieving sufficient primary surpluse®rothe medium-term and further reforming the
Irish social security system are necessary to ‘@wrthe sustainability of public finances'.
Undoubtedly, this means pursuing a path of fiscalsolidation which will be of concern to many
participants within Irish society.

The Commission, in its staff working paper, noteal twhile the Irish Government acknowledged the
need for ‘further consultations and involvementha implementation and further development of the
National Reform Programme’, but went on to add thetas not yet clear how ‘this will be done and

in which institutional set-up such a dialogue wike place’ (European Commission Staff Working
Paper 2011: 3).

The fact that there are not any specific recomnmigma®a arising from the National Reform
Programme, other than to implement the terms olBHAMF programme of support, coupled with
the lack of clarity about future engagement wittoesfrom civil society makes it difficult to answe
the questions set by the EESC. However, the foligwdevelopments are pertinent to the issues raised
by the EESC.
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A broad coalition, designated as EAPN [Europeani-Roverty Network] Ireland Europe 2020

Working Group has been established to monitor theegnment's progress on delivery of its targets
under the Europe 2020 strategy and ensure thatishegovernment make a genuine effort to reduce
poverty and inequality. The alliance encompassesigy representing lone parents, people with
disabilities, older people, Travellers and migrant®men in low paid employment and people
requiring literacy supports. It has made submission relation to the Irish government’s jobs

initiative calling for consistency with the Natidn®Reform Programme and in relation to the
forthcoming budget which will be unveiled in Decesnl2011.

Most of the concerns raised by societal actors hmeen focussed on the poverty target. Ireland’s
headline target is to reduce the number experigncimsistent poverty to between 2-4% by 2012,
with the aim of eliminating consistent poverty 318, which will lift at least 186,000 people out of
the risk of poverty and exclusion. The Irish Goweemt is undertaking a review of the national
poverty target to enable it to ‘adopt appropriatel @chievable national poverty targets to meet
Ireland’s contribution to thdzurope 2020 Strateggnd the commitments in the programme for
government’ (Dept. of Social Protection 2011). Taeiew has been prompted by two developments.
First, the challenging economic and fiscal contekich has led to a surge in unemployment and
reduced payments to certain categories of welegient. Ongoing economic difficulties will have
an effect on one of Ireland’s principal means ofgty-reduction, namely social transfers. Second,
the fact that each member-state has agreed tonsgiomal poverty target which will contribute toet
overall EU target raises the question of how thehlrapproach to measuring poverty can be
reconciled with that used by the BUlt is worth noting that Ireland has been citechasare positive
example’ of a member-state where an-anti povertwaork has been invited to discuss target-setting
(EAPN Europe 2011: 10). The review is expectedet@dmpleted by November 2011.

Issues to be examined in the review include whethernational poverty target should reflect the
economic downturn; whether the two national indicait of at-risk-of-poverty and material
deprivation adequately capture poverty; how the itodng of national poverty targets could be
improved; whether the national poverty targets &hbe better aligned with the EU target (and vice-
versa); and asking whether the national povertyetacaptures the policy priority to protect the tnos
vulnerable from economic and fiscal adjustmentsn@bitation Paper on Review of National Poverty
Target, Dept. of Social Protection 2011).

21 . . .
For the purposes of the National Poverty Tarded, Itish government measures the overlap betwezsethlassified under at-

risk-of-poverty figure and those affected by matedeprivation, which yields the notion of consigtpoverty. The EU adopts
an additive approach, combining the total numbeuged under the first two indicators together vaitthird measure, low-work
intensity.
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In its response to this review, EAPN Ireland haa#led for separate national targets for all three
indicators which have been adopted at EU levdligiatof poverty, material deprivation and low work
intensity) as well as subtargets for key excludesligs and groups across the lifecycle (children,
people of working age and older people). Targetaulshalso be agreed for access to key services
such as education, health, accommodation and kaeldition, EAPN Ireland called for the EU to
put in place a strong social inclusion processdig on that developed between 2000 and 2010 i.e. a
renewed Social Open Method of Coordination whicbusth ensure ‘access to rights, resources and
services and rooted in the strong participatiorp@dple experiencing poverty and social exclusion
and their organisations. Other recommendationsudled ‘adequate funding for community
organizations which enable people experiencing gpue have a say in decisions that impact on
their lives’. And EAPN Ireland called on the Irigiovernment to look at the introduction of a more
‘sustainable and equitable tax system which pretéxise on low incomes’ (EAPN Ireland 2011).
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SPAIN

[. POSITION ON COUNTRY RECOMMENDATIONS AND MEASURE PLANNED
BY THE MAIN SOCIAL AND ECONOMIC STAKEHOLDERS

Recommendation 1

Apply the budget strategy in 2011 and 2012, engutiat deficit targets are met at all administrativ
levels, in particular by strictly applying the etigy deficit and debt control mechanisms for region
governments; adopt new measures in case budgetadtyeaonomic results are not in line with
forecasts; make use of any available opportuniighsas better economic conditions, to accelerate
deficit reduction; establish concrete measureautly fsupport the 2013 and 2014 objectives. Ensure
that growth in public spending remains below the FGDrowth rate in the medium term, by
introducing, as planned, an expenditure rule fdraalministrative levels in the Budget Stability Act

The European framework

In its general assessment of European economicypadtie ESC's 2010 report on the socio-economic
and labour situation in Spain concludes that thdegpread economic policies based on fiscal
adjustment would most probably have a curbing éféec aggregate demand, in additional to one
caused by the reduction in credit, thus delayingnemic recovery and hampering job creation in
many European countries, including Spain.

The ESC believes that measures for long-term greuwtitoo much emphasis on improving the price
competitiveness of exports by reducing unit labcasts. Greater emphasis should be placed on the
structural competitiveness of the economy and thg factors of productivity and economic
efficiency, promoting investment in physical, humaacial, organisational and technological capital,
which will make it possible to increase incomesrirwages and business profits.

There is a lack of consistency between the newqgsalp for economic governance, which are based
on fiscal and wage adjustments, and the macrotatalcEurope 2020 Strategy, whose aim is to

promote a model of smart, sustainable and inclugiegth. In order to achieve this, an economically

strong and effective public sector is required Whie capable of making the necessary investments
and implementing vital fiscal policies while safagding social rights. It is therefore necessary to

strike a healthy balance between the objectivéscdl consolidation and those of economic recovery
and employment on the basis of forms of produdtiat are sustainable in the medium term.

The heads of state and government of the euro ameedaking decisions in areas which in most
countries are subject to negotiation and dialogeénveen the social partners, such as wage
negotiations, working conditions and the organisatf collective bargaining. The decisions being
taken at European level on these matters should fespect the independence of social partner
dialogue.
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Deficit and public spending in Spain

The ESC believes that there are various factorgndehe weakness of the Spanish economy. These
include the impact on internal demand of the changdirection of economic policy towards fiscal
consolidation and the effects of the sovereign dabis on the risk premium of Spanish debt and thu
on the availability of external financing, all ofhiech should be viewed against the backdrop of the
imbalances built up in the most recent period ofagh.

The ESC report states that the government altéreddurse of its economic policy in mid-2010, by
adopting a series of fiscal consolidation meastoeseet its commitment to reduce the public deficit
to 3% of GDP by 2013; however, these are measuhgshvhave stifled internal demand and job
creation. At the same time, the government hagstépp the pace of structural reforms in areas such
as the financial sector, the labour market angthdic pension system.

Since the start of the crisis, the deteriorationdomestic demand has been cushioned by public
spending, which had risen thanks to the expanssealfpolicy in 2009. However, the government's
change of economic policy has resulted in publiensiing beginning to fall year-on-year, as of the
first quarter of 2010, with a 0.7% reduction oves tvhole of the year.

In 2010, for the third year running, the whole loé public administration closed its accounts with a
deficit of 9.2% of GDP, reflecting a reduction a/E 19 100 million compared with 2009 (1.8% of
GDP), thus meeting the government's budgetary adgrg objective included in the stability
programme.

The deficit adjustment was achieved in its entidgyythe central administration, which reduced it
from 9.4% to 5% of GDP, a lower figure than plannddwever, local authorities maintained a deficit
of 0.6% of GDP, social security for the first tirsece 1998 recorded a deficit of 0.2% of GDP, and
the financial requirements of the autonomous conitisirose to 3.4% of GDP, one percentage point
above the target.

The stagnation of the main tax bases (consumptiohvaages), together with the increases in some
items of expenditure which act as automatic stednidi (pensions and debt interest), have to some
extent offset the fiscal adjustment measures adopte

As regards non-financial income, the positive trénd010 was due to the buoyant nature of indirect
taxation, with revenues increasing by 17.8%, whiontrasts with the 1.6% fall in revenue from
direct taxation and the slight drop in social sagwontributions, in this case owing to the redoct

in membership.

Revenue from VAT increased by a significant 469y dr3% of which corresponded to the increase
in rates since June 2010 and against the backdraprery moderate rise in consumption. However,
over 70% of the increase can be explained by thénfaefunds compared with 2009; the change of
policy for managing refunds and deferments is dexigo delay the first and prevent the second.

Revenue from personal income tax increased by 4d®4pite the drop in income in general, and
wages in particular, as a result of the partiahilation of the EUR 400 deduction from this tax.
However, the slump in corporation tax revenues,ctvigtarted in 2008, continued in 2010, with a
drop of 20%.
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The 2011 budgets adopted by all levels of governmedlect the change in direction of budget policy

to ensure that the overall public deficit is redlite 3% of GDP by 2013. The increase in revenue
from personal income tax is forecast to be a netdh2%, thanks to the introduction of two tax

reforms: the removal of the deduction of EUR 2 5@0births and adoptions and the elimination of

the deduction for investment in a main residenpglieable to taxpayers with incomes of more than
EUR 24 100. However, wage restraint over and albdwat was envisaged, together with a climate of
economic stagnation and high unemployment, coutibaté this increase, given that labour income
accounts for 80% of the revenue generated frontalegtion.

In terms of spending, the general state budget ouitl staff expenditure once again in 2011 by
ensuring that only 10% of vacant posts are filled by reducing public employees' pay by 5%.

The general state budget provides for an overdliggon in spending, except in two areas. First, it
increases spending on pensions, although thisarerés mitigated considerably by the absence of
measures to reassess the majority of pensionsn&edebt interest payments rise significantly, in

light of the increase in public debt and the riskrpium.

The ESC is concerned at the falling investmennirastructure and civil R&D&i, as these are the
items linked most closely to the productivity fasteand thus to the model of growth based on
increased added value. There are also cuts to ltekesl to industry and energy policy, investment i
military R&D&i and, to a lesser extent, support foade, tourism and SMEs and the farming,
fisheries and food sectors.

Regional governments, which account for more thalf &f public employment, are responsible for
over one-third of public spending and a quartepudilic revenue; percentages which will increase as
a result of the financing reform adopted in 2009.

An adjustment of all items of spending is foresesith the exception of financial expenditure which,
although less than last year, increases by 20%ctigfg the increased aggregate debt of the regions
and the higher risk premiums. Under operating edppere, the ESC draws attention to the
adjustment of staff expenditure (-5.4%).

The ESC stresses the need to increase the transpaoé economic and budgetary activity by
regional governments, by improving the system ébrimation on the public accounts of local and
regional authorities. In particular, there mustabinctional classification of the budget of regibn
governments, given the considerable volume of edjpere they manage.

Recommendation 2

Adopt the proposed reform to the pensions systenplanned, which seeks to delay the retirement
age and increase the number of years worked foc#heulation of pensions; revise periodically, as
planned, the pensions framework in light of lifepeotancy trends, and adopt new measures to
increase the effective retirement age, such adrmaing education for older workers.

Pensions system

In late 2010, the special sub-committee of the §badouse of Representatives adopted the report on
the evaluation and reform of the Toledo agreemenpensions, highlighting the recommendations
most closely linked to the economic sustainabiityhe system.
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To improve pension finance, the House of Reprefigatarecommends that top-up payments to
ensure a minimum pension should be financed bysthie budget, and not by social contributions,
and that deductions from social security contridmiwithin the framework of active policies andttha
any measures linked to early retirement or in suppd production sectors should be based
exclusively on general taxation. It also recommetinds any deviations which cause an increase in
pensions greater than the real CPI should be dufgjepecial consideration to decide whether or not
they should be absorbed permanently by the systeinraore generally, that consideration be given
to studying other revaluation indices.

The House of Representatives committee is clearfavour of the contributory principle, promoting
a better match between pensions and workers' batitns.

As regards retirement, the House of Representdlighsves it is essential to continue the changes t

the period of calculation which have already besmied out in Spain. The committee is in favour of

delaying the retirement age by means of a broadkaggc of measures: promoting a voluntary

extension of working life and better coordinatioatdeen labour law and social security law in

connection with the objective of employment forarigpeople. However, the committee was unable to
reach agreement on the legal retirement age, bagesement was reached within the framework of
tripartite social dialogue.

Thus, in early 2011, the government and the sop@iners signed the social and economic
agreement, which includes the agreement on thamefnd consolidation of the public pension
system.

Under this agreement, the legal retirement agetiwd®en the ages of 63 and 67. If the worker has had
a full career with their social security contritmris covering a period of 38 years and six monties) t
they may retire at 65. However, for those who hasehad such a career, they may not retire urgil th
age of 67.

The calculation period of the regulatory basisha& pension will rise from 15 to 25 years. Between
2013 and 2027, the scale will increase from 50%hefregulatory basis for 15 years to 100% of the
regulatory basis for 37 years, with a regular angpgprtional structure. For each additional year
worked after the age at which the worker may refinerease coefficients will be applied to the
regulatory basis.

The ESC welcomes the draft bill to update, adagtrandernise the social security system, insofar as
it transposes a large number of the measures abbgrthe agreement into employment legislation on
an appropriate basis. The consensus reached iaglésment on the reforms needed to strengthen the
pensions system, especially as regards socialgiartein old age represents for the ESC a valuable
way of ensuring medium and long-term stability, peging and consolidating the principles of
contribution, equality and intergenerational sdiigainherent in the Spanish model. The ESC
believes that the draft bill reflects these pritegpand introduces the various measures with enough
flexibility and at a sufficiently gradual pace, whirespecting the rights acquired by current
pensioners. The agreement with stakeholders reauligdin the framework of social dialogue
strengthens the legitimacy of the measures ad@utédvill help facilitate their application.
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At the same time, the ESC feels it is necessaryh®rdraft bill to take account of the difficultie$
applying it to workers who, on account of their Wing conditions, in the agriculture and livestock
farming sectors, for example, suffer greater phatgghaustion in their working lives.

The ESC opinion highlights the importance of magtimle commitment included in the agreement to
establish a procedure for approving coefficientsettuce the retirement age, running in parallehwit
the parliamentary proceedings on the draft bill.

Finally, the ESC analyses the incorporation in®[dw of what is known as the sustainability factor
according to which the fundamental parameters efdfistem will be examined every five years,
beginning in 2027, on the basis of life expectamepds at the age of 67. In this connection, th€ ES
believes that linking the sustainability factorlife expectancy trends at the age of 67 is moreuabo
the sustainability of the pension system than tifidhe social security system as a whole. Although
life expectancy is a key variable in the develophwdrpension expenditure, the ESC believes that in
future the sustainability factor should also takecomint of other key variables linked to the
sustainability of the pension system, such as eoanactivity, employment trends or labour
participation.

Recommendation 3

Consolidate the restructuring currently taking pdam savings banks by dealing with the ongoing
weaknesses in their governance structure.

Savings Banks

The ESC's 2010 report highlights how an increaséhé provision of credit occurred during the
expansion phase, with rates of annual growth higfeem 20% in some years, which was predictably
unsustainable in the medium and long term.

With the onset of the crisis, this business modatl undesirable effects, such as the strong
deterioration in the balance sheets of the saviorageks, and their increased exposure to arrears. In
addition, the imbalances in the sector were alfeated in organisational aspects with, for example
the increase in installed capacity.

The ESC report assesses the role played by thpitacsation of the savings banks within the reform
of the Spanish financial system. This process kdstd a change in the characteristics of Spanish
credit institutions. For example, the savings bdmége undergone a process of consolidation, going
from 45 institutions or groups to just 17, as teeutt of seven mergers and acquisitions and five
institutional protection arrangements. As a regh#,average size (total average assets per bstiu
has grown from EUR 29 billion to EUR 76 billion, idhthe reduction in installed capacity will result
in a sharp contraction in the network of brancbésetween 10 and 25%.

For the ESC, the adaptation to a new model of ebongrowth against a backdrop of increased
oversight is a key objective. It remains to be sebat scope savings banks actually have to adapt in
light of the business prospects that will emerderahe crisis. It is hoped that corporate finawidé

take on a bigger role at the expense of mortgagditcmwhich was dominant before the recession. To
this end, banks should make use of their competitdvantage borne of their greater regional
presence and knowledge of the local and regiohztson.
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However, the ESC report considers that the cursguaation is not the best starting position, given
that, as a result of the crisis, the savings b&iak® lost business to banks as far as raising dsep®s
concerned. At the same time, the in-depth refdeactin the social role of savings banks and the
reorganisation of their governance structure atstanding issues which must be tackled immediately
or, at the very least, as soon as the urgent regaedtructuring has passed.

Recommendation 4

Study the scope for reducing the level of socialsty contributions with a view to reducing non-
wage labour costs in a way that is budget-neufia example by changing the structure and rates of
VAT and taxes on energy. Adopt and apply, follgwinonsultation with the social partners in
accordance with national practice, reform of cotlee bargaining for wages and the wage indexation
system in order to guarantee that wage rises begfect productivity trends and conditions at lbca
level and within business.

Social contributions

As regards social contributions, the ESC reporhliggts that the two main sources of finance for
social expenditure in the European Union continoe be employer contributions and state
contributions, singling out Spain for being gearadre towards the former. This peculiarity has
become less marked over the last decade, not asu#t of a fall in contributions (in the case of
employer contributions these continued to increiaséotal volume in 2008), but because of the
importance gained within overall expenditure of wwamtributory social protection, financed by state
contributions, such as health assistance or camejpendents. The growing significance of the docia
security aspect of unemployment protection miglkeatuate this trend.

The ESC believes that the fall in tax revenue eessalt of the crisis creates a need to manageeldnit

resources more effectively. However, regardlesshefreforms, the main condition for preserving
intergenerational fairness and continuing to ofidequate social protection lies in the capacity of
economies and labour markets to boost productietyrm to job creation and increase labour
productivity.

The ESC stresses how the agreement to reform amblagate the public pensions system contains
commitments which are most likely to be implementegr the medium term: for example, the

commitment to undertake, when the economic sitnatiod employment permits, an analysis of the
relationship between the maximum contribution basesl average salaries, with a view to

maintaining the contributory nature of the systemstudy of the appropriateness of establishing
possibilities of complementary finance for the abcsecurity system or, within the context of

occupational accidents insurance and occupatioisgases, future changes to the contributions
relating to these eventualities. To these critehiauld be added the observations linked to thenskeco

recommendation, concerning the financing of persi@nd its distribution between social

contributions and general taxation.
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Collective bargaining

As regards collective bargaining, the ESC repomesses the importance of the agreement for
employment and collective bargaining for 2010, 2@htl 2012, signed by the most representative
trade union and business organisations. The ES@Qiagea this agreement in light of the special
circumstances created by the crisis.

The agreement seeks to establish criteria for cidle bargaining for the 2010-2012 period in the

field of employment and evolution of salaries. Téesiteria refer to themes such as recruitment,
training, outsourcing of production, internal fleiity and the role of sectoral observatories. As

regards wages, benchmarks for moderate growth steblished for each of the three years the
agreement is in force; it includes wage revisicausks and clauses on the non-application of the
wage arrangements; although in connection withlgiier, the ESC stresses the changes in their
regulation based on the 2010 labour reform, getwadrds a broader application of this type of

clause. In this connection, following the draftinfthe ESC report, new employer proposals have
emerged which are designed to achieve a new wagenatton agreement for the 2012-2015 period

and which include removing the indexation of watgethe CPI in collective bargaining.

At the time this report was completed (28 Octob@t1), a new social partner agreement had been
reached geared towards facilitating the conclusiahe pending collective bargaining for this year.

Recommendation 5

Evaluate by the end of 2011 the impact of the laboarket reforms of September 2010 and the
reform of active labour market policies of Febru@@11 and present, where appropriate, proposals
for new reforms to reduce the segmentation ofdghedr market and improve job prospects for young
people and ensure that the effectiveness of measateout in the national reform programme is
closely monitored, with a view to reducing the sttdropout rate, especially through preventative
measures, and facilitate the transition to educatmd professional training.

Labour reform

The ESC report stresses how the social partnetbeitast negotiation phase, continued to disagree
on how to put a stop to the situation in the labarket and its segmentation, as well as othercéspe
such as internal flexibility and mass redundanciesious assessments have been carried out of the
labour reforms introduced by Royal Decree 10/20I08e CCOO (trade union confederation of
workers' committees) and the UGT (general workenson) came out against the reform, which
resulted in them going on general strike on 29 &aper 2010; they view the reform as a serious
attack on workers' rights. For employer organisedj the labour reforms regulated by Law No
35/2010 are do not go far enough, since Spanisiufdiaw has yet to provide the necessary response
to the needs of businesses and the markets, wgithification of labour legislation and the number
of contracts.

Labour market trends continue to be negative fdlgwhe conclusion of the annual ESC report, with
unemployment increasing and having a strong impacyouth unemployment, which is twice the
general rate of unemployment.
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School dropouts

The ESC has dedicated a considerable part of itk wo education in general and the subject of
school dropouts in particular. In a special reporthe education system and human capital, the ESC
identifies early school-leaving and the low levEkey skills as having a very negative impact oa th
training of human capital and the matching of pssienal skills to the needs of the labour market. |
this report, the ESC also examines in depth théofacwhich have a bearing on school failure,
including those of an economic nature, such as#itgre of the production system (the high provision
of low-skilled work) and family-related factors Yl of education) as well as individual factors
(motivation and effort).

In its 2010 report, the ESC points out that onthefmost serious and significant problems in tesfns
the quality of the education system is the highpprtion of pupils with major gaps in their educatio
First of all, there is extreme exclusion or "severkicational vulnerability”, that is to say young
people who do not graduate from secondary schowkr Ghe last decade, severe educational
vulnerability has remained at quite high levels] atood at 27.9% in 2008-2009.

Secondly, there are those pupils who have droppedfothe education system and who could be
classified as a group with moderate educationaienability, since they have less capacity to lebrn.
2009, school dropout rates in Spain continued todweparatively high (31.2%), twice the European
average. Furthermore, while this trend is decregasirEurope, the problem in Spain has increased by
2.1% since the year 2000.

Third, there are those young people who attain levels of achievement in basic skills (maths,
science and reading). Currently, 24% of 15 yeas-didve major gaps in their knowledge of
mathematics, 20% in reading and 19% in sciences Jihiation has deteriorated over the past decade.
However, it should be pointed out that these priogos are similar to the OECD average and that
Spain's proportion of underachieving pupils is &mio that of countries whose average performance
is higher, such as Germany or France.

For the ESC, the measures adopted by Spain tonddeafailure at school and early school-leaving
have so far failed to have the necessary impaet.|atest proposals to deal with these phenomena are
included in the Ministry of Education's 2010-20tti@n plan and in the Sustainable Economy Act.

According to some experts, when these measureapgied, it seems reasonable to expect that the
school dropout rate in Spain would fall, and cdoéshefit some 15% of the pupils included under this
indicator. However, it should be pointed out thesmite the increase in the number of pupils covered
by Initial Professional Qualification ProgrammesCH), their coverage of failing pupils is not
particularly broad (14.8%). Therefore, before apmythese reforms, the ESC believes is vital to
develop measures to attract more failing pupilsthese programmes, and to evaluate their
effectiveness.

Recommendation 6

Further liberalise professional services and enat@nned legislation to redefine the regulatory
framework and remove current barriers to compatiti@fficiency and innovation; apply, at all

administrative levels, the Sustainable Economyafict, in particular, measures designed to improve
the business environment and promote competitiothéngoods and services markets; improve
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coordination between central and regional admir@tons to reduce the administrative burden on
businesses.

Sustainable Economy Act

In its opinion on the Sustainable Economy Act, B&C welcomes the willingness to establish short-,

medium- and long-term measures. It highlights thaety of measures included in the act, some of
which are structural while others are more of aonemic nature. The ESC also notes that some
aspects are regulated in very general terms andreegreater precision, and have been combined
with regulations that are more specific to regulatdevelopment. More needs to be done to ensure
uniformity and internal consistency. The ESC bedit would be a good idea for the law to contain

target deadlines for carrying out the planned megsu

In addition, the ESC opinion states that the ragnaincludes legislative provisions that make it
fragmented and unfocussed. As regards the mecham@smpplying, following up and evaluating the
regulation, the ESC notes that there is no referémche principle of participation, which guarasge
that the social partners will be able to exerciseirt constitutional roles. Beyond the necessary
coordination between administrations, there shdidda mechanism for follow-up and supervision
which involves the public authorities and sociatl @tonomic stakeholders and which provides all
necessary resources.

In the opinion of the ESC, sustainable developmemst be a genuine government policy and enjoy
the support of a large majority of political groufsistainable development policies are of a medium-
and long-term nature and require broad integration.

Finally, the ESC opinion states that there musgilidelines and measures in areas which are crucial
for its implementation: the social protection systémproving the education system, consolidating

the health system, coordinating demographic pdjcteeating decent employment and promoting

rural and territorial development and agricultuseasstrategic sector.

Cooperation between authorities

Generally speaking, the subject of cooperationa@utdination between administrations is a constant
concern of the ESC, reflected in its reports ash & opinions on specific regulations, such as the
one on the Sustainable Economy Act. In additioa,ESC has started work on the general subject of
the relationship between competitiveness, socidlesion and the actions of various regional
administrations, with reports on specific subjesish as the health system and waste management.
All these reports highlight the need to improve meration and coordination between the various
administrations.
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II. SPECIFIC PROPOSALS OF NATIONAL NON-GOVERNMENTA ACTORS FOR
IMPROVING NRPs AND RECOMMENDATIONS FOR THEIR APPLIGTION

Views of social stakeholders on the NRP

— The ESC report records that the draft NRP was didniby the government to the most
representative social interest groups for their m@mts. Although this was still a draft requiring
fleshing out in detail, it should be pointed owtthas far as employment policies were concerned,
both the trade unions (Comisiones Obreras and W@&d)the employers' organisations (CEOE
and CEPYME) expressed disagreement, albeit foermdifft reasons, although they both described
the programme's economic and employment forecastptmistic. The ESC report summarises
these views as follows,

The trade unions argued that the Spanish econamgtaployment problems required kick-starting of

the economy and employment policies different frimose pursued to date They felt that the focus
should be on training, both for the unemployed tode in employment, improved labour mediation
by the public employment services and improved ysleyment protection, as well as reform of the

financial system (in order to make more liquidityadable to companies, the self-employed and
families). With regard to young people, they empdexs reducing the school drop-out rate and
increasing participation in vocational training.

For their part, the employers' organisations carsid that the employment problems required
improved operation of the labour market via moreisiee reforms than those adopted to date.
Specifically, they felt it necessary to promotesdfidite-duration contracts, to facilitate flexilyliin
companies and reduce costs for businesses. Witdrddg the drafting of the NRP, they called for
greater participation from all social stakeholdémsplving them in the drafting, implementation and
evaluation phases, as proposed in the Europe 20226¢y.

— The specific proposals of the social stakeholdesgxpressed in the documents submitted during
consultation with the government, can be summaidsdollows:

The trade unions considered it necessary to steroeic policy in a new direction, renewing the

focus on sustained, balanced and long-term econgnaiwth as a basis for economic recovery.

Reduction of the public-sector deficit had to benpatible with economic, social and employment

priorities. Also, maintenance and improvement efwelfare state was one of the pillars of the $ocia
model. The reforms demanded by international osgditins, under pressure from the markets, could
not be the basis for government economic policpdsed unilaterally.

The macroeconomic scenario was poorly defined.r€taction of public-sector debts was presented
as if it would not impact on the recovery in adilyian outrageous suggestion, with even the IMF
stating in its report on economic prospects of pnevious autumn that every percentage point
reduction in the deficit would entail a matchingegmoint reduction in GDP.

The problem of the Spanish economy's indebtednessbeing reduced to the public debt, as if the
problem of private debt had disappeared. Employmeotracts, together with enormous
unemployment levels, long-term unemployment andmpieyed without any kind of protection,
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would only convert weak demand into structural wesds and ultimately an extremely long
employment crisis and period of economic stagnation

Short-term economic prospects did not give any iggsufor optimism: the adjustment plans being
carried out in all European economies, especiallgpain, would nip the nascent economic recovery
in the bud, condemning the economy to a futureowf growth (with signs of it slipping back into
recession), and with higher unemployment levelsweéicer, this was not the only way of meeting
deficit reduction commitments The necessary chamgfee production model, through policies geared
to economic growth and job creation, needed toivengprecedence over debt reduction.

There were other alternatives, as pointed out & pinoposal of the European Trade Union
Confederation, which, faced with adjustment plansd ecuts in social spending, proposed
strengthening incomes, calling for tax reform amdager flexibility over the Stability and Growth
Pact's public deficit reduction objective. A taxfamn which in Spain could lead to greater
progressivity, and thus social equity, restoring tavenue lost in the previous phase of the crisis
(wealth tax or inheritance tax, for example).

The trade unions call for a profound and comprehertax reform, in one fell swoop closing the gap
between Spain's tax burden and the EU averagesrtlyriaround nine GDP points. With a tax system
closer to the European average, the Spanish deficitd be insignificant.

The proposals of the Commission and the Europeamdloon economic and foreign policies tended
towards greater deregulation of workers' rightsgifig them to bear the costs of the economic crisis
Reductions in the stability of income from employmeand extreme flexibility endangered

employment stability, while reduced unemploymemddiés strengthened workers' sense of insecurity

Moreover, the kind of policy errors which had cdmited to the crisis were being repeated, while
giving more income to people with greater resouara¥/or a higher level of savings meant that the
economy would be faced with a demand shortfallueng that growth would once again depend on
asset bubbles and an increase in private debtge &xport surpluses.

Introducing the debt criterion would merely worgha Stability Pact's procyclical tendency. The debt
could be reduced more easily when the economy wawilgg, but this was impossible during a
recession. By following a supply-side policy whée fproblem was lack of demand, unemployment
would increase downward pressure on wages stithéuar

The employers' organisations felt that the recovecgnario presented in the government's
macroeconomic framework for 2011 could be describedoptimistic, as, whilst exports would
contribute to growth, domestic demand would weaken.

Under this scenario, the labour market would hatfecdlties creating employment. The CEOE and
the CEPYME felt that it was of the highest impodaro reduce the public-sector deficit to the targe
6% level in order to restore the credibility of tBpanish economy with the international financial
markets. Failing to meet this objective would irmge the cost of financing government debt and this
would in turn increase the cost of debt for thevaie sector, businesses and families, thus restict
economic growth potential in future years.

The problems of the Spanish economy were not lanite the excessive size of the construction
sector, although the imbalances in the economy wegpgart due to this sector's excessive weight.
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However, the problems were also explained by tss f competitiveness during the boom period
and dependence on international financing. Higreleewf debt had been incurred not only by
households but also by companies, which had usesgetmesources to finance investment and
international expansion.

On the other hand, the rise in unemployment arttdérpublic-sector deficit was not only the restilt o
the adjustment process which the Spanish economyuwdergoing but also of failure to reform the
labour market and public spending during the boom.

The employers' organisations considered it necgssar

To assess the cost to businesses of social seaariyibutions in order to determine their future
amount, and to reduce this in order to improve agtitipeness and not endanger their viability.

To establish mechanisms for adjusting social sgcanntributions over the cycle, to reconcile the
needs of long-term systemic stability with the néadcyclical reductions in contributions in timek
recession and high unemployment, as a counteregyctiechanism to boost employment.

Reforms were needed to adjust the structure andiainod spending by government. There was a lack
of action to tackle the structural deficit of thebtic sector, thus adversely affecting measures
designed to increase the growth potential of thenemy. In general terms, the employers'
organisations considered that most of the adjudtmeaded to be achieved by reducing inefficient
current spending.

Labour reform was clearly insufficient, with Spdnigbour law still not responding to the needs of
companies and markets.

Contrary to the assertions of the NRP, the reforas voo timid to improve the productivity of the
Spanish economy and bring about a recovery in gmmat and in the confidence of international
organisations and markets. The reform ought to Haveured contracts of indeterminate length,
promoted flexibility in firms, reduced costs antbaled Spain to embark successfully on the road to
recovery.

In addition to the reforms being carried out by gwernment, it was essential to introduce the
following measures:

— Improving access to finance. In order to restomamanies’ credit and liquidity, it was necessary
to complete the restructuring of the financial eyst

— The nominal rate of corporation tax needed to beced

— Reduction of social security contributions

— Reform of the education system

— Promoting a diversified and balanced energy miadoordance with long-term energy needs and
developing renewable energies efficiently

— Reducing bureaucratic burdens on firms

— A broader and more horizontal approach throughbeteducational system: relations between
schools and businesses, improved image of entreprerthroughout the educational system,
promotion of entrepreneurship and the associatéld. sk
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Views of social stakeholders on specific aspectstbe development of the NRP

The differing views expressed by the social stald#re on the 2010 labour reform have been
commented on above. Different criteria have alsenbebserved in the assessment of one of the
reforms introduced under the NRP, the reform oflective bargaining. Thus, the trade unions
considered that the government's proposed refornt W@ far in broadening companies' scope for
action on matters such as working time and funetionobility, without making progress on the
participation of worker representatives in decision internal flexibility. The trade unions congietd

that favouring company-level agreements over sact@agreements on fundamental issues such as
wages could lead to deteriorating working condgi@m companies. The trade unions also criticised
the imposition of binding arbitration to resolveffdiences when negotiating agreements, when
specific deadlines were exceeded, consideringti@tvould endanger free collective bargaining.

For their part, the employers' organisations fedtt the reform did not provide the flexibility whic
Spanish companies needed in order to compete equal footing with their European counterparts.
In this connection, the employers' organisationssicered it necessary to promote company-level
collective bargaining and also to implement theusés allowing decoupling from sectoral
agreements.
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lll. IMPACT OF ACTION BY NON-GOVERNMENTAL ACTORS AND ADDITIONAL
INITIATIVES TO BE UNDERTAKEN

As is clear from the above, action by social stakddrs on the NRP can occur in various areas. The
first of these is the shape of the NRPs themselard, the areas of agreement and disagreement
between the social stakeholders on the contefieoNRP have been commented on above.

Secondly, social stakeholders can act at the tedntent of the various actions which make up the
NRP is being decided. The above paragraphs algo tefthe views of the social stakeholders on
some of these measures, and specifically the B&€s on them, from which it can be concluded,
for example, that there is a striking degree ofsemsus on issues such as reform of pensions systems
the priority to be given to action to tackle eathool-leaving and coordination between government
departments. On the other hand, the various aritisilevelled by social stakeholders at the labour
reform or the reform of collective bargaining shthvat, in general terms, trade unions consider that
flexicurity proposals err on the side of flexibjlitwhilst employers tend to stress the limitationthis

area.

Thirdly, there are actions carried out specificatlyhe field of labour relations and consultatafrthe
social stakeholders, among themselves, and witlygelernment. The above text has made reference
to the agreements on pensions and guidelines ftactve bargaining for the 2010-2012 period, as
well as the very recent compromise agreement deatidde bargaining. To these agreements between
the social stakeholders on specific questions shdid added the assessment of the general
development of labour relations, which has occuatea time when labour conflicts are at a low level
and tending to decrease.
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FRANCE

CONTRIBUTION OF THE ECONOMIC, SOCIAL AND ENVIRONMEN TAL COUNCIL OF
FRANCE TO THE EUROPEAN ECONOMIC AND SOCIAL COMMITTE E'S
CONSULTATION ON THE EUROPEAN SEMESTER

l. INTRODUCTION BY THE SECTION FOR EUROPEAN AND INTERN ATIONAL
AFFAIRS

The European Economic and Social Committee haslaskiional ESCs to express their positions on
the European Council's country-specific recommendatand the French Economic, Social and
Environmental Council, in particular, to commenttbie Council's recommendations concerning the
National Reform Programme 2011 of France and ddligea Council opinion on the updated
Stability Programme of France, 2011-20&pproved on 23-24 June 2011.

In accordance with the decision taken by the Bueal3 September 2011, the Section for European
and International Affairs has ensured that thipeese from the Economic, Social and Environmental
Council (ESEC) has been drafted in cooperation alitthe Council's sections and delegations.

The French ESEC wholeheartedly endorses the protesguntary consultations with national ESCs
launched by the European Economic and Social Caeendn the basis of the mandate it has been
given (Conclusions of the European Council of 24vEsch 2011, point 6).

This initiative should allow the analyses and posi of the economic, social and environmental
organisations represented within the French ESECaraing one of the strands of the new economic
governance to be given real resonance.

Nevertheless, the French ESEC would like provigiorbe made for national ESCs and similar
institutions to be more closely involved in the f&pean Semester" procedure adopted by the Council
in September 2010.

For our part, the ESEC had already responded torehjeest of the French government (The
Secretariat General for European Affairs/SGEA) wbmsit a contribution on the National Reform
Programme and learned, from the SGEA, that its ritrtion had been sent to the European
Commission together with the French NRP.

With regard to the "effects produced by the actbthe non-governmental stakeholders and further
initiatives to be taken", the ESEC has wondered,seweral occasions, about the consultation
procedures themselves. In particular, it has drattention to their impact, the way they are takeo i
account and followed up and the relationship betwhe multiplicity of processes, which involve the
same players in different capacities. In this catina, the ESEC has drawn attention to the risk tha
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given the lack of clarity surrounding the ultimatgiectives and substance of the consultations en th
NRP, these may be seen as a purely formal exercise.

This risk is heightened by the fact that the recemdations approved by the Council contain a
number of recitals, guidelines or policy decisiovisich have either already given rise to, or might
give rise to, controversy. For example, the issuehanging the Constitution "to introduce binding
multiannual budget planning” is one which has negrbresolved either at national or Community
level.

In future consultations, it would also be desirableonsider how and at what moment the opinion of
the economic and social representatives could kentanto account and what arrangements could be
introduced for ensuring that they are followed up.

The French ESEC will pay particularly close attentio the follow-up accorded by the European
Commission once it has heard the views of repratigas of national ESCs and taken account of

their contributions at the meeting of the EESC'soRa 2020 Steering Committee on 24 November
2011.

The contribution which follows sets out an analydithe Council's recommendations.

These recommendations focus on the annual budig¢lnes and the structural reforms which the
French authorities intend to undertake for our ¢gun

Naturally, with the European Union as a whole fgcen deep, long-lasting economic, financial,
budgetary and social crisis, this exercise canaatdmsidered in isolation from this wider context.

Our contribution is based on the analyses alreadgucted by the relevant ESEC departments.

A list of the work which the ESEC has already cartdd on the EU 2020 Flagship Initiatives and the
work it plans to conduct in 2012 is appended toctirgribution.

I. CONTRIBUTIONS FROM THE SECTIONS
A. SECTION FOR SOCIAL AFFAIRS AND HEALTH
The European Council's recommendations highligbtritie of economic stabilisers in supporting

household incomes and notes that they have meanFthnce has been relatively less affected than
other Member States by the economic and finandisisc
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In its Opinion on social protectioRrotecting the future of health insurancgJuly 2011, the French
Economic, Social and Environmental Council stregkesrole of social protection in safeguarding
social cohesion.

The Opinion focuses on the health aspects of Flarsmeial protection system, a vital collective
investment, which is currently being weakened by iticreasing burden on services and recurring
deficits.

The ESEC recommends that, in order to preservetaraywhich is the embodiment of the solidarity
pact between our citizens, various measures shoeillthken to make the healthcare system more
efficient and broaden its funding base in ordefind new revenues, which do not have a negative
impact on jobs.

With regard to pension reform, which was mentiohgdhe Council, the objective of the most recent
reform was to achieve a balance by 2018.

The French ESEC considers (cf. the Opinion refetoegbove) that, in this perspective, dialogue and
consultation should continue with a view to findiergduring solutions.

Lastly, one of the areas the ESEC will be workingrothe coming months is combating poverty and
social exclusion. The Section for Social Affairsdadealth will be addressing this issue from the
perspective of young people's access to socialsrignd health, with a focus on the most vulnerable
young people.

B. SECTION FOR WORK AND JOBS

The ESEC's Section for Work and Jobs examined then€l's recommendations in the light of the
comments it made as part of the SGEA's (Secret@eateral for European Affairs) consultation on
the draft NRP last March, which were still relevant

As far as the labour market is concerned, the ae@ndorses the emphasis placed on the Yteed
strengthen human capital and help people to devtilej skills". Likewise, it shares the conceto
encourage life-long learningand improve the procedures of the public employnsamvice "to
strengthen services and individualised support jpled to those at risk of long-term unemployment”
Moreover, the ESEC gave this last point considerahiphasis in the Opinion it adopted in June 2011
on The "Pdle Emploi” (the new one-stop job centregndy set up in France) and the Reform of the
Public Employment Serviceth addition, at the request of the Prime Ministee Section is currently
drafting an Opinion or€ontinuing vocational trainingooking into ways of making the system more
equitable, efficient and user-friendly, so as toetnthe needs of the labour market, employers,
employees and job-seekers. The Opinion is due submitted in mid December.

Nevertheless, the section questions the Europeandils recommendations to combat labour market
segmentation by reviewing selected aspects of gmpat protection legislation and to boost our
competitiveness by moving away from labour towaedsironmental and consumption taxes. The
ESEC has always been attentive to these issueshwbed to be addressed in close cooperation with
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the stakeholders concerned. In particular, the Gibatresses that, although the controversial gorest

of the cost of labour is often raised in discussi@m business competitiveness, the latter is also
determined by other equally important factors sashresearch and innovation and also training,
qualifications and staff motivation through apptat® wage policies. As far as a possible change to
the tax base is concerned, the ESEC considerghibatform can only be envisaged as part of a more
comprehensive reform of overall taxation.

Lastly, the section regrets the lack of provisiams improving the quality of jobs and working
conditions so as to set a framework, in terms oéex@ and occupational health, that will enable
people to work better at all stages of their liv€émilarly, the way work is organised within
businesses, management methods and attention thgsgcial risks are all an integral part of
occupational health.

C. SECTION FOR SUSTAINABLE LOCAL AND REGIONAL DEVEOPMENT

France has undertaken to reduce its greenhousengiasions by 75% between now and 2050 and,
with regard to energy efficiency, has confirmedsiéstoral goals for buildings and transpoitt has
also made a commitment to take part in the shafedsto improve energy efficiency in the EU by
20% between now and 2020.

On the specific issue of transport, France's 204 National Reform Programme (NRP) mentions
the National Transport Infrastructure PlaBciiéma National des Infrastructures de Transports -
SNIT), which is part ofGrenelle de I'Environnementhe government-organised initiative to involve
stakeholders in discussions on the environment. K&l project includes ambitious measures to
reduce greenhouse gases. A first draft, publish&di0, included 59 measures and a large number of
projects aimed at orienting transport infrastruetunanagement policies towards optimising,
modernising and maintaining transport networkshwitiotal investment of EUR 170 billion planned
over the next 20 to 30 years. The Environment Attyibwas consulted on this first draft. In its
Opinion, it judged that the projects planned urtlerSNIT would allow for a shift from the expected
1.7% increase in oil product consumption over 22rgewithout the SNIT, to a 3.4% decrease over
22 years, with the SNIT. Therefore, according te #nvironment Authority, the measures and
infrastructures provided for under the first draftthe SNIT would not have led to a substantial
decrease in the greenhouse gas emissions prodydkd transport sector by 2025

A public consultation was launched in January 2@yl the Ministry of Ecology, Sustainable
Development, Transport and Housing on a second deasion of the SNIT, the "preliminary draft
consolidated SNIT". This document altered severmgeats of the initial plan and increased the
number of transport infrastructure projects enwsb@nd the expenditure connected with them.

Contribution presented by Paul de Viguerie.

N

cf. Commission Staff Working Paper, SEC(2011) #aél, p. 17.
PNR de la France 2011-2014, p. 16.

AW

The 'Autorité environnementale du Conseil général devimnnement et du développement durable — CGE@nvironment
Authority of the French General Council for the Eomment and Sustainable Development)

Opinion of the Environmental Authority of 22 Septber 2010, p. 13.
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However, a reading of the section on finances i ¢skecond version of the text suggests that it may
not be possible for the projects to be implementétin the given time-frame. It is stated thét,
must be acknowledged that the total expenditurewloald result from integral implementation of the
scheme over 25 years would largely exceed the rigndurrently earmarked for it, given the
budgetary situation of the national government dochl and regional authorities and the current
momentum for growth'lt concludes that,on the basis of previous observations, it is fisle to
estimate that the equivalent of 70 or 80% of thasuees or projects mentioned in the Scheme will
actually be implemented during the time period ewned, if the necessary funding is availabler
any case, it is impossible to state with any cetyaihat the infrastructure funding can be guarethte
over this period. In principle, the SNIT plan, ohieh the ESEC has not been consulted, is due to be
adopted by the government this Autumn, followindebate in Parliament and a final arbitration by
the Council of Ministers.

For its part, the ESEC draws attention to the fiésr it highlighted for the transport sector is it
contribution to the draft NRP:

— firstly, dealing with France's ageing transportasfructure — the country is currently not putting
sufficient efforts into renovation and upkeep;

— secondly, ensuring that the under-equipped metitepchnd overseas territories have a sufficient
level of infrastructure development to make thetmaative and ensure mobility for people and
goods;

— lastly, planning and building new priority infrasttures which comply with high environmental
standards. For example, the priority in developiegyv rail infrastructures should be to bypass
busy transport intersections.

The ESEC calls for priority to be given to non-ptihg forms of transport. For freight, the
completion of the Trans-European Transport NetwWdEN-T) is particularly important.

D. SECTION FOR THE ECONOMY AND FINANCE

The ECOFIN section has focused on the three theddiessed in the Council's recommendations of
12 July 2011 which come under its remit.

The ESEC welcomes the establishment of more coatetinand extensive European economic
governance, which is something it has been cafndor some time.

* Reduction of France's government debt

The Council stresses thdlimplementation of fiscal consolidation remains ajon challenge’
particularly since it considers the macroeconomgnario underpinning the budgetary projections to
be"too favourable®

The ESEC agrees that, in view of the current grikis scenario is indeed too favourable. Great care
therefore needs to be taken to ensure the suctdsgblementation of the fiscal consolidation
process. The ESEC judges this process to be negebiavever, it also stresses that debt reduction
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must not be considered solely from the perspedativepending cuts and that measures to reduce
public spending must be selected extremely rigdyous ensure that we continue to invest in
innovation and that solidarity and social cohesiom not sacrificed. Lastly, the ESEC calls upon the
European Union to introduce policies for supportgngwth and jobs within the Union as part of the
Europe 2020 Strategy.

Re-balancing the tax system

The Council advocateswitching taxation from labour towards consumptiamd the environment"
which would have benefits for competitiveness, jabd the environment.

The ESEC has, on several occasions, recommendest@igh overhaul of the tax system, which is
necessary for a number of economic and social nsagteform should be based on a broad analysis
of all forms of taxation. It should lead to redocis in taxation on labour, compensated for by highe
taxes on the consumption of natural resources,agiygtive capital and finance, taking account of the
need to incorporate redistributive loss relief anmss-border adjustment mechanisms.

* Reduction of tax expenditure

In the Council's view, the reduction of tax expead would bolster fiscal and environmental
objectives and improve the business environment.

The ESEC endorses the objective of reducing taxemdipure (in particulamiches fiscales et
socialed. In its Opinion of September 2010 (&tublic (central, regional and local government)
budgets: taxpayers and citizgnshe ESEC called for major tax reform. It wasoaftated in the
Opinion that tax expenditure was not necessariigdithing, but that the arrangements for designing,
implementing, evaluating and monitoring it did needbe reviewed, as a priority.

The radically different approach to tax legislaticailed for in this Opinion was seen as essential i
order to ensuréfull support for the payment of taxes,... the ficial foundation for our Republic's
social contract".

The ESEC plans to address the issue of taxatiarfuture referral.

E. SECTION FOR ECONOMIC ACTIVITIES

The Council's text is structured around eighteeitakpoints and five recommendations.

The Section for Economic Activities recently adapte draft opinion on competitiveness which
addresses several of these points and recommenslatio

For example:

» Access to vocational training (point 10 and recomdation 2); the specific issues of initial
vocational training, higher education and R&D) pdii and recommendations 2 and 3;
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In this connection, the section notes that vocalidraining must be seen as something which is
valuable in itself rather than as a default choitbat it must be open to everyone, whatever their
initial educational level; and that it representgeauine investment in the future.

The section, naturally, expressed the view that R&43 a national priority and called for better §nk
between basic and applied and public and privateseesearch.

* Tax contributions (points 12, 13 and 17 and recondagon 2)

On this issue, the section set out various wayancing the different parts of our social proiect
system and drew particular attention to the roleasfial protection in the current crisis.

Apart from the "CSG", the "social TVA", and the watadded contribution, the section looked into
the issue of shifting part of the tax burden to doasumption of natural resources and pollution,
finance and cross-border adjustment mechanisnpgarasf a comprehensive reform of the tax system
and European harmonisation.

Nevertheless, in the section's view, "it is urgenif we wish to maintain a high level of social
protection in our country, based on universalitg aedistribution — to find an alternative source of
revenue, since placing the burden on labour hasgative effect on employees' purchasing power,
businesses' competitiveness and the employmenainateherefore also on the very financing of the
social protection system itself and on social caes

The Council of the European Union also evokes taméwork for competition through its references
to "opening up" the regulated professions and taiatp on trade.

The section for economic activities has not congllieiny work on these two points.
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[l OPINIONS CONNECTED WITH THE EU2020 STRATEGY'S FLAGSHIP
INITIATIVES ALREADY ADOPTED OR SCHEDULED FOR ADOPTI ON BY THE

FRENCH ESEC

15 June 2011

13 July
13 September
12 October

8 November

9 November

13 or 14 December

13 or 14 December

24 or 25 January 2012

24 or 25 January 2012

28 or 29 February

1st semester

1st semester

Pdle emploi et la réforme du service public de Iglmi: quelle
efficacité pour les travailleurs et les employeufBhe "pble emploi”
and the reform of the public employment serviceseasing its
effectiveness for workers and employers)

La protection socialéSocial protection) (government referral)

Les inégalités a I'écol@nequalities in schools)

La compétitivité(Competitiveness) (government referral

Les négociations climatiques internationales a la@ de la
Conférence de Durbarfinternational climate negotiations in the run-
up to the Durban Conference)

La mobilité des jeune§Youth mobility) (government referral)

La formation professionnelle (Vocational training) (government
referral)

Rapport annuel sur I'état de la FrancéAnnual Report on the State of
France)

: Bilan du Grenelle de I'environnemen{Status Report on th&renelle

de I'environnemeh{government referral)

: L’'ouverture a la concurrence des services ferrovgs régionaux de

voyageurs (Opening
(government referral)

regional rail services to competition)
PME et commerce extérieu(SMEs and external trade) (follow-up
Opinion avis de suite)

L’investissement public: malgreé les difficultés, erpriorité

La dette : un pont entre passé et avenir

All the opinions adopted by the ESEC are availabi¢he websitehttp://www.lecese.fr/
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ITALY

CNEL contribution to the EESC-national ESCs joint report on the
National Reform Programmes

The CNEL joined the process of formulating politiaats (the Stability and Convergence Programme
— SCP, and the National Reform Programme — NRR)tligaltalian government was to submit to the
European Commission in April 2011, by means ofratiall Comments and Proposals Document on
10 March 2011. In its subsequent Comments and Batp@®ocuments, the CNEL singled out the
new governance, and more specifically the intradnobf the European semester (which closely links
the PSC and the NRP) as the most effective meathsaarideal opportunity to tackle the specific

problems of the Italian economy, which has longnbstifled by an enormous stock of public debt,

and suffering from low growth, far below the Eurapeaverage.

Italy presented its NRP on 5 November 2010, ingesp to which the CNEL — both anticipating and
echoing many of the recommendations made to Italihb European Commission — emphasised the
need, given the high level of public debt, for twntry to pursue structural measures and reforms
designed to boost economic growth, and calleddoh sneasures and reforms to be clearly laid out in
the NRP. In the absence of active reforms, thenpategrowth of Italian GDP is set to remain at
relatively low levels in the next few years, makiag adjustment and restoration of public accounts
extremely difficult.

Two facts pointed out in the memo updating the Booic and Financial Document, relating to the
most recent dynamics, clearly reveal just how déficnatters are at present: firstly, the expedssd r
in interest expenditure, and secondly the downgoif real GDP growth forecasts. In the CNEL's
view, the fact that all the forecasts of publicafiwial data adjustments rely on action on the
numerator alone (the balance of revenue and exjpeagiwith little effect on the denominator (the
scale of real growth) makes the official deficiladebt targets arbitrary.

An analysis of historical trends in public financésational and regional/local) and of Italian
economic policy shows that:

» Economic policy has been marked by a virtually esisle focus on the financial and tax aspects,
with little attention to the question of reformadasustainable growth

» Current primary expenditure between 1996 and 2@9ti@lly rose more in the north and centre
of the country than in the south — the exact ofgpadi the declared aims of official government
programmes, and the way it was distributed cestadid nothing to help training, development or
the environment

» The transfer of powers to regional and local gowesnt has not always been accompanied by a
balanced reduction and improvement of central mashas alongside a slow-down in the growth
of overall spending

60



» Fiscal pressure has increased, and the tax buraershifted onto employment and businesses,
penalising competitiveness and the economy's grpotbntial.

The CNEL believes that macroeconomic balance atidig®to restore growth require a tax reform

that radically redistributes the revenue burdero(tf people to things"), not only in order to cotrec

the increasing concentration on income (particyléidm work, pensions and entrepreneurship) but
also to restore competitiveness and reinvigorabeadtic demand (consumption and investment).

In order to secure the necessary resources, &tercting any one-off source of income that could be
generated by a sell-off of assets and possibleextmary income (to be channelled mainly to debt
reduction), radical and innovative steps need tress the "costs of politics" and overlaps between
institutional levels. Measures should target thecstire of elected bodies, the organisation ofaraii

and local bodies, para-state bodies and publicgndes. Again with a view to securing the resosirce
needed to achieve the Europe 2020 objectives,eamesh effort and innovative instruments should be
brought to bear on tackling evasion via an apprdhahtakes as much time as required and is based
on restoring a proper relationship between theaitis and tax payers.

The government has acted on public accounting ipsliand introduced reforms to bring down the
deficit and debt and boost development and grolwibugh a raft of legislative measures (either under
the new European governance arrangements or inongspio emergencies).

The CNEL has issued specific documents of obsemstand proposals on the provisions that have
been adopted (Economic and Financial Document oAd/@, Enabling Statute No 70 of 13 May
2011, Enabling Statute No 98 of 12 July 2011, EngbStatute No 138 of 13 August and the 2012
Draft Stability Law), whose main points are set below.

1. Budget and tax reform
In its document adopted on 26 October 2011, theIC&Hed for a tax reform that:

a) ensures a radical redistribution of the tax bur@f&éom people to things”), not only in order
to correct the increasing concentration on incoiparticularly from work, pensions and
entrepreneurship) but also to restore competitisengnd reinvigorate domestic demand
(which remains one of the prospective weak poiritkjs is the backdrop to the proposal for a
wealth tax: 1) on immovable assets with the exoeptif first homes that are not high-value
properties and with immediate adjustment of vabradi on the basis of reports by the
Territorial Agency as previously defined for localithority purposes or currently being
defined for zoning purposes in some municipalitidspn movable assets (with an exemption
threshold). The proceeds of the tax must be eamddid reducing taxes on incomes and the
cost of labour. For this purpose, the definitionttué tax and social security enabling statute
must be brought forward in order to prevent theaatic provisions under the Finance Plan
eroding the tax deductions for employment and hooigls. The CNEL plans to draw up a
specific document on the tax and social securigbéng statute.
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b) A further contribution to the possibility of a remduction in the tax burden and the debt
could be provided by stepping up anti-evasion armidance measures:

1. A further initiative to trace transactions for therchase of goods and/or services, which
should also be encouraged by specific forms of dialu regarding payments made with
electronic money (the threshold for which shouldrased to EUR 500). It is also
stressed that tax relief should be reintroducedbigtding renovation and works that
reduce energy consumption (relief of 36 % and 55 Phgse tax relief measures have,
from the outset, demonstrated their powerful cdgat stimulate the economy and
reveal company income. The effects in terms of MAdld and company revenues have
largely proven that consolidating these incentiweslld have a positive impact on public
finances.

2. Focusing checks on sensitive tax payers, not lbgisbringing in new methods for
defining income with options for tax payers offetey the tax authorities including on-
going supervision or analytical verification.

3. Priority, where analytical verification is concedhdor tax payers who have requested
social benefits relating to income levels or fosibesses whose accounts regularly show
losses.

A proportion of the resulting revenues, determineédvance as part of a multiannual programme,
could be channelled to local authorities, accordmgheir contribution to revealing hidden income,
reducing debt, and scaling back the tax burdemoomes.

There is in practice a considerable risk that ferrtteductions in the resources for regions and loca
authorities will make it impossible for them to ares co-financing in connection with the Structural
Funds.

2. Labour market

The CNEL considers that the NRP should includelg-fledged strategy for youth employment with
special attention focusing on young women, ratisited and more effectively using existing
resources: these are currently deployed in a fratgdeand inefficient manner. In order to ensure
cohesion between all the necessary provisionspyadréable should be set up bringing together the
government, regional and local institutions and $loeial partners to address all the questions
contained in the 2020 project together with thdtdegislation under consideration.

Similarly determined action is needed to suppdssjby means of active employment policiesect
instruments such as tax credits, carefully calibragd to foster the employment of women and
young people, income declaration and the entry intemployment of the unemployed and
underemployed should be implemented and financed tii regular resources and the Structural
Funds. A tax credit arrangement is therefore proposd for new employment.lt would also be
helpful to introduce a specific project on youthptoyability, boosting vocational education/training
in keeping with the guidelines laid down by thgreement on training of 17 February 2010
between the government-regions and the economic asdcial partners.
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The CNEL believes a universal and flexible systdmsazial safety nets is required, as the main tool
of active employment policies, and linked with miag and retraining strategies on a territorialidas
as well as with an effective network of employmsatvices. The system would thus respond to the
various priorities set on a territorial basis (nearking women, young people not working, studying
or in training, older workers, workers on the moste, ).

3. Growth, research and innovation

The documents presented by the government contaiide range of useful data and outline the
direction of future action, partly building on ety action and partly opening up new areas forkwor
and research. A gap has opened up between the §@g#Rach to problems and the indication of
promising areas for investigation and initiativedathe general thrust of the NRP which lurches
between excessive optimism regarding the impadchefmeasures already taken — which have not
apparently achieved the expected results — anthtteof precision concerning the actual content of
further initiatives, which seem to reproduce thatdees of economic and financial programming
documents of the past, without the strict and ¢ffecharacter of the new European procedures. The
expected limited impact of the planned measure®.426, not enough to ensure an upturn in
employment or the essential, gradual reductiomefdebt) may stem from this.

Regarding tax credits for scientific research, thie under which a linear reduction applies in the
event of deviations from estimates has the effécleterring any new or additional research activity
in businesses, as it renders an accurate estirhatsts impossible.

The framework for private sector investment in agsk and innovation needs to be strengthened,

broadening the current tax incentives, improving ttiimate for venture capital and supporting
innovative tendering systems.

4, Infrastructure and public works

A major commitment is required to an infrastructymgramme, to be distributed appropriately
between large-scale national projects and the amisgtion of specific territorial areas, with
particular attention on the ltalian south. Suchesxpture should not be channelled exclusively to
supporting demand, but should be coordinated wiibci§ic choices of development model that
respond effectively to major problems, such asetiergy issue — where meaningful action should be
taken on energy saving, or boosting trail transpamtversing the downward trend in the sector over
recent years — especially in the Italian southsudficient and swift co-financing from the European
development funds, to take just a few examples.

A substantial can be played here by the ICT, whoosgribution to national industrial growth
is now unquestionable. ltaly is lagging behind selyeagainst nearly all the European
Digital Agenda objectives.

Turning to the procedures for carrying out publiorks under Article 4 of Enabling Statute 70/2011,
which takes on board a number of proposals seirotcent CNEL documents on procedures for
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locating public works, these procedures should lmhér fine-tuned, with a view to reaching
consensus on location at the various institutidenagls.

The implementation of thikegality protocols signed by the social partners and the institutairesuld
also be facilitated. They concern the particularditions of specific areas where legality is atagee
risk, avoiding the introduction of rules that woudtdnd in the way of these best practices which are
often very valuable and necessary.

The anti-mafia rules and certification proceduresusd however be implemented in the part which
raises the value of individual projects which maydwarded by invitation.

Lastly, the recent destructive floods in Italy lgrito mind the proposals the CNEL had put forward
for the 2011 NRP on hydrogeological safety throughthe country, making up for the serious

legislative delays and lack of clarity regardindial powers, and ensuring that the necessary
resources would be made available.

5. Italian south (Mezzogiorno)

The CNEL points out that many of these issues laavajor impact on policies for the Mezzogiorno.

It is encouraging to see that the Mezzogiorno ctss the second priority in the government's
Economic and Financial Document, and that the Mgizzno is seen as a national issue, and more
than the sum of regional approaches and interestssidered separately. National oversight is
therefore needed not to replace, but to coordinate encourage the autonomous choices made by
regional and local authorities, in part throughigie of incentives.

Experience over recent years shows that the opfiasing tax credits as an instrument to encourage
the permanent employment of "disadvantaged" ortitpdarly disadvantaged" categories, particularly
in the Mezzogiornpis appropriate and merits support.

The same applies to the criteria indicated for kimecon the real "additionality" of the employment
generated.

There are some reservations, however, regardingnifadl scale of the resources allocated and, above
all, criticism must be levelled at the fact thatgh resources are taken from the ESF and ERDF, with
no guarantee of a national joint contribution.

Turning to support for research and innovationeg igredient for recovery in the Mezzogiorno,
measures are need to speed up spending co-finagdbe cohesion policy funds in order to narrow

the persistent inter-regional disparities, buildhédstrative capacity and enhance policy governance

Lastly, the commitments entered into under theonali strategic reference framework regarding the
amounts of resources and type of spending mustdpected.

6. Costs of politics and public administration
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Reducing the cost of politics and of the public adstration is crucial to bringing down public
spending, but is also a matter of justice: Itakdizens cannot be asked to make sacrifices withbut
the same time making credible and effective redustin these costs.

All necessary steps must be taken to ensure thhteductions are made to the numbers of members
of elected assemblies and state bodies, to alibksprovinces, and to merge small municipalities.

It is also necessary to directly reduce the expepsél to members of elected bodies, and to subject
their present "life benefits" to the same ruleg dy@ply to pensions for all citizens, without refieg
the question to various "commissions".

Efficiency and cost-cutting in the public admington are central objectives that cannot be delayed
and the example must be set from the top. Quitet dpam those measures that can only be
implemented following amendments to the constitutipegarding which, agreement should be
reached on texts aimed at specific goals, beginniitig a reduction in the number of members of
parliament, with specific deadlines) steps of ganbolic force and with a significant financial
impact can be taken immediately.

The proposals regarding the labour market, taxmefoesearch and innovation, infrastructure and the
Mezzogiorno that the CNEL and the social partnengetupheld since the beginning of the European
semester, have been relaunched in conjunction wWith recommendations of the European
Commission and the Council addressed to Italy.

ROLE AND PROPOSALS OF THE SOCIAL PARTNERS

The social partnershave played a highly responsible and proactive, salecessfully formulating a
set of agreed proposals to reduce public debt atduce reforms in favour of growth and
development.

The proposals concern the labour market, the Méamog Research and Innovation, Social
Emergencies, Simplification, Tax, Overhauling Exgieure, Federalism and the Costs of Politics.

The CNEL has based itself on these common propbyaise social partners since the publication of
its Comments and Proposals Document of 10 Marci.201

As part of thesocial partners' direct responsibilities, a majanterconfederal agreementwas
concluded between Confindustria (employers' corgtm) and all the trade union confederations,
renovating the industrial relations system by gjtieaning second-level negotiations in keeping with
company and territorial “"productivity growth" andntroducing new rules for gauging
representativeness. It is likely that this impottagreement, subject to appropriate adjustmentsddco
be extended to all other economic sectors, aslreedg occurred in the banking sector.

Faced with the storm buffeting the financial maskeind the speculation that began targeting Italy i
particular in early August, the social partners jayers and trade unions) have drawn ujoant
Document putting forward proposals to the government t&le@athe emergency and a programme to
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reactivate credit, identifying priorities for immate action. The social partners argue that the
seriousness of the situation allows for no hesitgtand that the government must take decisions
urgently and submit them to parliament without gela

The social partners state their willingness to filagechallenge, and call upon the government terent
discussions with the opposition, emphasising thaleaisive moments such as the present, important
choices must be supported by widely shared respititysiand broad agreement from political and
social groups.

SUMMARY OF THE OBJECTIVES AND PRIORITIES INDICATED BY THE
SOCIAL PARTNERS

Objectives:

a) reduction of the cost of politics; b) liberatisa and privatisation; ¢) unlocking investment
(particularly for previously financed works); d)rathistrative simplification and modernisation; €) a
balanced budget in 2014; f) labour market.

Priorities

* implementing an emergency plan to combat tax amdributions evasion, using the proceeds to
reduce the tax burden on businesses and employment;

» structurally detaxing performance-related bonuses;

» encouraging growth in size and capitalisation fardeconomic growth);

» implementing a plan for the gradual reduction ¢ lgayments to businesses in order to apply the
Community directive;

* implementing effective policies to promote and pobtquality Italian products to boost the
country's competitiveness so as to upgrade Iltammployment, capital and territory, tapping the
potential of the penetration of foreign marketdtajian companies;

» establishing a green economy energy plan witha we2020, principally by setting standards;

* supporting research and innovation in companiestiis by immediately activating the tax credit
under the Enabling Act.

On 30 September 2011 all the Italian employers' oapisations (ABlI — ANIA — Alleanza
Cooperative — Confindustria — Rete Imprese Itgi@sented a "Business Project for Italy”.

The purpose of the proposal is to present everyog@vernment, parliament, majority and opposition
political groups, the social partners, Italiang@neral — with a small number of points on whickdbo
and immediate choices should be made to save dtadlyrestore growth. Five priority issues to be
tackled are listed:

Public expenditure and pension reform; Tax refo®ale of public assets; Liberalisation and
simplification; Infrastructure and energy.
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The employers' associations have bombarded themyoeat with calls to act urgently and to
address these matters, officially stating that étisiup”.

The trade unionshave launched a wide range of initiatives (inahgdstrikes) — at both national and
regional level — in support of the proposals putvrd and to insist that sacrifices must be fairly
shared, that "those who have most must give", Batunreasonable political costs must be reduced.

CONCLUDING COMMENTS

It is the opinion of the CNEL thgrowth and expansion of employment should again befor Italy
and its governing institutions, but also for therdaean Union and its institutions —paiority of
equal importance with public accounts.

It should also be emphasised, as done at the pthag¢tthe steps taken by the government to tackle
the crisis and the heavy speculative attacks offittla@cial markets, are primarily aimed at restgrin
public accounts, and do not adequately addressshe of growth: in other words, how to increase
Italy's GDP which, as pointed out earlier, has granuch less than in the other European countries.
Budgetary discipline and growth remain separateiera. The objectives of boosting Italy's capacity
for future growth, previously set out in the NRPt mot backed by any indication of the right
measures to achieve them, must now be put badleatentre of the government's action, alongside
the plan for restoring public accounts, so thas¢hebjectives can serve as a stimulus to speeldeup t
necessary structural reforms. Without growth, oulbligc debt will be hard to sustain. The CNEL is
convinced that without opting firmly to commit gtearesources to growth, economic development
and employment, research, education and trainind, a&tive employment policies, it will become
increasingly difficult and socially unsustainabtepursue the declared objective of cancelling bat t
deficit by 2013 as requested by the EU.

Turning to the near exclusion of the social pagnarits document of 26 October, the CNEL pointed
out that this method risked jeopardising its gyal8tarting with the document of 12 January 2011, a
the Member States were asked to formulate theirsphédth broad official and social agreement. This
recommendation should have met with careful atentn the part of Italy on account of the
traditionally complex structure of its economic autial fabric, and the considerable experiench wit
the implementation of the new Title V of the secgratt of the constitution. In fact this did not
happen, either when preparing the documents ohénptrocess of turning them into the binding
legislative acts that were promulgated or, abolyendden amended in parliament by means of opaque
and unconvincing procedures. One of the main reafmmthe recent downgrading of the sovereign
debt was the climate of discord and confrontatiat tharacterised the action.

The CNEL stresses that a new social pact for gras/theeded. The democratic way in which the
social partners participate entails involvementdafining anti-crisis strategies, covering not only
macroeconomic compatibilities, but also the conteihthe reforms for the overhaul the welfare
system, for the new industrial relations structaeg for reducing the gap between the south and the
rest of the country.
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The CNEL trusts that the provisions currently bepmgmulgated by the government in
order to tackle the crisis will reflect the posittoexpressed by the full range of social
partners and will be properly implemented.

At the time of drafting of the present documentftera stood as follows:

tax reformgot under way with the presentation of a draftbéing act. The provision
should be adopted by 31 January 2012 and the ingpiting acts by the end of 2012. The
only measures to have been adopted immediatelyhareise in VAT from 20 to 21%,
and the financial gains tax of 20%;

the cost of politicsis still under discussion in parliament, in partér by means of
legislative provisions aimed at reducing the numbermembers of parliament and
abolishing the provinces;

regarding the_Mezzogiornaneasures are being prepared to unlock investinettie
Mezzogiorno and the use of European funds (withatireement of the EU to reduce the
rate of co-financing); the rules on incentives &mprenticeships, access to employment
for women, and tax credits for employing disadvgathand young workers should also
be implemented;

concerning_infrastructure, research and innovatiikeeralisation and disposal of public
assetsmeasures are expected, but neither their fornea@ments to the stability law or
decree law) nor their specific content are yet kmow

N.B.: The CNEL's Comments and Proposals Documeaislme consulted at its website:
www.cnel.itor via CES-link
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LATVIA

Following your request of July 14, 2011, when yavén asked to prepare the information on the
involvement of non-governmental sector in the NRRscess, we have prepared answers to your
offered topics.

1. Positions regarding the country-specific recomdeions and planned actions by main social and
economic stakeholders

On June 7, 2011, the European Commission publiieedssessment of the NRPs and Stability
Convergence programmes of the EU Member States idimgv also country-specific
recommendations to the EU Member States.

It should be noted that those EU Member States réwive the international assistance from the
European Commission and the IMF are recommendedribnue implementing measures envisaged
in these assistance programmes.

Taking into account the abovementioned and the fia@t Latvia receives international financial
assistance, the European Commission recommendm ltatimplement the measures as laid down in
the Council Decision 2009/290/EC, as amended byn€ibDecision 2009/592/ECand further
specified in the Memorandum of Understanding oluday 20, 2009 and its subsequent supplements,
in particular the last supplement of June 2011.

As regards the assessment of the European Commissiocerning the NRP of Latvia and the

Convergence Programme of Latvia for 2011-2014, Huweopean Commission recognhizes the

medium-term macroeconomic scenario of Latvia aggtde. The European Commission emphasizes
that the planned fiscal effort for 2011-2012 isliime with the required adjustment. Reduction of

budget deficit over the medium term, as foreseethkyprogramme, would help reduce the risks to
the sustainability of public finances.

So, the only recommendation Latvia received is a@atioue implementing international financial

assistance programme and stick to its commitmemitéch we as non-governmental stakeholders
agree to.
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The key measures the main social and economichaiders plan to implement in this regard in 2011
(the international financial assistance programuorelfatvia completes in the end of 2011) are as
follows:

- continue implementing key measures of the adoptedegy for fighting the grey economy,
notably the new declaration scheme, measures sdgge payment of tax arrears, publish and
make operational the "white list” of companies,. etc

- submit to international lenders proposals for tlefonrm of scope and financing of a
comprehensive and targeted social safety net prodwa 2012 and beyond, taking account of
cost efficiency and fiscal implications, includirggtting-up a centralized social assistance
register;

- continue reconstruction process of SJSC “Mortgage leand Bank of Latvia”, as well as
implement the sales and work-out strategies fandeile Bank and Parex Bank;

- take significant steps to improve the quality o&lerations to assess how the EU funds support
is contributing to the achievement of expected Itesand to use the evaluation results for
optimizing the planning of the 2014-2020 period;

- by end-2011, further progress should be made thrdul transposition of the energy-related
EU legislation, with a focus on the applicable etats of the Third Package, and, in particular,
increasing the independence of the national reguéatd the competition council, including the
financial independence, and promoting more conipetit the energy sector;

- improve active labour market policy measures bydga#ly moving from crisis-related to
traditional active labour market measures (intréidncof ,training vouchers” system in the
training of unemployed, develop new active laboarkat policy measures for the youth, etc.);

- by end-November 2011, adopt a strategy setting gogabrate governance principles for state
owned companies, as well as submit to internatideatlers an assessment of options as
regards possible restructurings, (partial) privdtons, and management structure of
government and municipality-owned companies;

- by end-2011, ensure a wider application of e-gowece services and promoting use of e-
signature both by the public and private sector.

2. Concrete proposals by national non-governmensédkeholders to improve NRPs and
recommendations concerning their implementation

During the meetings with the representatives ofMlirgistry of Economics of the Republic of Latvia
the non-governmental organisations and social pestmave regularly emphasized the necessity:

11. to establish stricter monitoring and control medsanfor the implementation of Latvia’s NRP;

12. to increase political ownership and responsibflitymeasures and their implementation;

13. to improve involvement of social partners and NG@discussion of reforms and NRP’s
implementation;

14. to improve coordination of policy planning documeeahd increase their mutual compatibility.
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3. Effects produced by the action of the non-gawemtal stakeholders and further initiatives to be
taken

The action of the non-governmental stakeholdertefed the establishment of the Inter-Institutional
Coordination Centre, which will be responsible floe development, monitoring and coordination of
policy planning documents, for example, Long-teravalopment strategy of Latvia — Latvia 2030,
National development plan of Latvia for 2014-2028,well as monitoring of the implementation of
Latvia's NRP.

Reform’s Governance Group had been established rutide initiative of non-governmental
stakeholders, which is supervised by the Prime $tmi of the Republic of Latvia. This group
involves also representatives of the social past@mployers’ Confederation of Latvia, Free Trade
Union of Latvia) and non-governmental stakeholdéegvian Chamber of Commerce and Industry,
Latvian Association of Local and Regional GoverntsgnThe meetings of the Reform’s Governance
Group are held regularly, where different sociorepuic policy and structural reform’s issues are
being discussed.

The non-governmental stakeholders and social parplan to participate actively also in the future
in different meetings with the representativesha public administration institutions, for example,
National Economy Council, Reform’s Governance GrdMorking Group on the Development and
Coordination of Latvia’s NRP and other meetings.
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LUXEMBOURG

Contribution submitted by the Grand Duchy of Luxembourg ESC

1 INTRODUCTION

Since 2004, the organic law of the ESC has perditie Council to provide its opinions on the
different stages of the development, by the Couofcthe European Union, of the broad economic
policy guidelines (BEPG). The re-focusing of theRBE on the Lisbon strategy objectives and their
integration, together with all the employment gliites (EG), into the Integrated Guidelines for
Growth and Jobs (IGGJ), required that the ESC ltheknew Integrated Guidelines at the national
level by opinions, which it did for the first tint® providing its opinion on the IGGJ of 15 May 2005
Having reached its end in 2010, the renewed Lisbiwategy was then replaced by the Europe 2020
Strategy.

Within the Government, th#&linistre de I'Economie et du Commerce extéri¢Minister for the
Economy and External Trade) is responsible forrthgonal coordination of the Luxembourg 2020
Strategy. The coordination of the work betweendtiferent Ministries and relevant authorities and
the drafting of the Luxembourg 2020 national refopmogramme (NRP) is carried out by the
Observatoire de la Compétitivité (ODELompetitiveness Observatory), which comes unter t
responsibility of theMinistre de I'Economie et du Commerce extérieur.

To optimise government coordination, ensure theaecbrconsultation procedures and guarantee
national adaptation, an interministeral networksising of those responsible for the coordinatibn o
the Luxembourg 2020 Strategy within the MinisteBapartments and the authorities in question was
created to respond as efficiently as possible & rtaw economic governance introduced by the
Europe 2020 Strategy, as described below.

2 THE EUROPEAN SEMESTER

The European Semester targets one main objedigesttengthening of the coordination of national
structural economic and budgetary policies at thefean level, through the parallel implementation
of three processes:

- The process of coordination of structural policrethe context of the Europe 2020 Strategy
(national reform programmes);

- The process of coordination and budgetary supervisi the context of the Growth and
Stability pact (stability/convergence programmes);

- The monitoring of macroeconomic imbalances.

2.1. National implementation of the Stability and Growth Programme (SGP)
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In general, the national implementation of the Sf&Pnot require any formal modifications in the
annual budgetary procedure. The draft budget, wtakbks account of the opinion of the European
Council on the national stability and growth pragrae, is developed in August/September on the
basis of macroeconomic forecasts and the medium-frblic finance forecasts by tl@@omité de
Prévision informel(Informal Forecast Committezé) which was implemented in the context of the
annual budgetary procedure.

2.2.  The development of the Luxembourg 2020 NRP artte involvement of civil society

In November 2010 the Luxembourg Government predeatprovisional and transitional draft of its
“Luxembourg 2020” NRP with a view to implementiriget Europe 2020 community strategy. This
draft was the subject of extensive consultatioimembourg between November 2010 and April
2011. Similarly, there were two orientation debatethe Chamber of Deputies (June 2010 and March
2011).

The social partners were consulted on several mtadetween the submission of the transitional
report in November 2010 and the final submissiompril 2011, whether on the subject of new
economic governance, the tools available to et dhisis, or on the national objectives and the
reforms that Luxembourg had presented in NovemB&02n the context of the Luxembourg 2020
strategy. Several statements of position wereradsified to the Government.

On the basis of the draft NRP of November 2010 #mal observations received during the
consultation procedure, Luxembourg sent its fiealidlNRP to the Commission in April 2011. In
addition to a macroeconomic scenario and a seclésticated to macroeconomic supervision, this
NRP determined the national objectives for ZG20ihile also indicating the methodological limits
for certain indicators and objectives for Luxemlzgguand proposed measures that would enable these
national objectives to be achieved.

2.3.  Assessment, supervision and monitoring

With regard to the monitoring, reporting and asses® of the Luxembourg 2020 strategy, several
instruments were established in parallel with theoge 2020 interministerial network, which is
responsible for coordination, under the resporigibilf the Observatoire de la Compétitivil®DC)
(Competitiveness Observatory).

On the one hand, micro- and macroeconomic methodsa$sessing economic policies were
developed to take account of the specific charitites of Luxembourg, and, on the other, the
national ‘Tableau de Bord Compétitivit€Competitiveness Scoreboard), established in 28p4he

ODC, enabled the broadening of the statistical tooinig, given that various structural indicators
used in the context of the Europe 2020 strategyewet sufficient to reflect the national specific

27 - . ) . ) .
Consisting of members of the Ministry of Finanttes Finance Inspectorate General, the Social Sgdunspectorate General,

the State and the tax authorities.
28 .
Please refer to the appendix
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characteristics of Luxembourg (for example, theeraf employment, which excludes frontier
workers).

2.4, The involvement of the ESC

Although, as a result of its organic law, the ES{S blosely accompanied the different stages of the
strategies implemented since the launch of theddsbtrategy in 2000, the views of the social
partners have differed substantially since the gerae of the economic crisis, particularly on the
subject of the assessment of its size and the te@ded to prevent the deterioration of the ecoaomi
situation and thus permit the country to put pulliiances and the economy back on their feet,
guarantee purchasing power and ensure social crhesi

It therefore follows that the ESC did not issueogmion on the new Europe 2020 strategy and its
national element, the Luxembourg 2020 NRP, eithe2010 or in 2011. The divergence in views,

moreover, meant that the Government preferred todwct bipartisan consultations with the

respective parties on the subject of the NRP rathen tripartite consultations as had been the
custom. This clear blockage, which manifested fitselrespect of some sensitive topics did not,
however, lead to a total blockage at the levehefdocial dialogue within the ESC.

Thus, during the Europe 2020 visit to Luxembourgh®y European Commission in October 2010, the
social partners were consulted via the ESC and wable to explain their respective views on the
emphases and procedures relating to the new EW0p@ strategy and, more particularly, on the
related questions of economic governance.

It should also be noted that at the request of Mchil Barnier, the European Commissioner
responsible for the Internal Market and Servicesjraerview took place with the members of the
ESC in February 2011, for an exchange of viewsherpriorities to be incorporated at the level & th
new Single Market Act. This working visit enabldxktmembers of the ESC to explain their points of
view on the re-launching of the single market @ndparticular, on the priorities to be selectedriro
among the 50 measures proposed by the Commissiginga new boost to the European Union, as
well as to find a way out of the crisis and prefdarethe future.

The Luxembourg ESC also welcomed Mr Marc Lemaithief of staff for Mr. Janusz Lewandowski,
the European Commissioner responsible for the Bualge Financial Programming, in July 2011, to
present the 2014-2020 multi-annual financial frameyvcontaining the main points of the EU budget
and its innovations in comparison to previous bisige the members of the ESC. Subsequently, and
with a view to the launch of the new 2010-2020 progming period, the ESC also organised an
exchange of views on “the future of European cairepblicy in Luxembourg” in October 2011. This
exchange brought together the members of the BHf&Qd,uxembourg representatives of the European
Economic and Social Committee, tBemité économique et social de la Grande RégiBoonomic
and Social committee of the Greater Region), th&embourg representatives of the European
Parliament, the Luxembourg delegation to the Comeibf the Regions, and the members of the
European Affairs Commission of the Chamber of Degutand theConseil Parlementaire
Interrégional(Inter-regional Parliamentary Committee).
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With regard to the Europe 2020 Strategy and with #im of enabling the social parthers to
familiarise themselves with the new economic goaroe, the ESC organised a seminar to provide
information and prompt an exchange of views betwensocial partners on the European Semester
in June 2011. The new procedure for the developrogétiie NRP, the coordination of topics, the
budgeting for objectives and their link with theustural funds, together with the assessment,
supervision and monitoring of actions, were allhighted here. In the same way, the procedure for
the establishment of the SGP, the macroeconomidiaca supervision and the synchronisation of
budgetary and structural policies were presenteéas the Euro Plus Pact and its repercussions from
a national perspective.

2.5.  The statements of position by the social panrtns

While the divergence in views on certain topics dat result in a common opinion by the social
partners within the ESC, these partners did, negkrss, express their respective points of view on
the subject of the new Europe 2020 Strategy, peatily in reference to the recommendation of the
Council of the European Union of 12 July 2011 oe thuxembourg NRP for 2011, including the
opinion of the Council on Luxembourg’'s updated sitgbprogramme for the period 2011-2014,
through distinct statements of position.

The Council recommended, in particular, that duting period 2011-2012, Luxembourg focus on
strengthening the budgetary effort to further rediis nominal deficit and achieve its medium term
objective in 2012, to implement a vast reform of tietirement system to guarantee its long-term
viability, to take measures to reform the systenmejotiation and indexation of salaries and to take
measures to reduce unemployment among young people.

In view of these recommendations, tBieambre des salarigCSL) (Chamber of salaried employees)
presented certain elements for reflection, expressdifferent opinion%g, on the subject of the long-
term viability of the pension system in Luxembourlere it considered that the current situation of
the person system is healthy, even excellent, teespi actuarial imbalance which sees everybody
benefiting from insurance which is higher than ttleintributions. Given that the much faster growth
of the number of insured persons than in the nurobgrensions resulted in the establishment of a
substantial financial reserve and that the macom@aiic scenarios to analyse the future situation of
the pension system could not in any way be consitler certainty, th&Chambre des salariés
considered that there is no need, therefore, te taitimely measures in the context of the pension
system.

On the other hand, the salary side criticised ttesity policy, which could constitute a brake on
growth, pleaded for greater selectivity in the matbf social transfers and insisted that pricing
autonomy and the system for the automatic indexaifesalaries, in general, not be challenged.

From the employers’ perspective, thimion des enterprises Luxembourgeoises (UBLnion of
Luxembourg companies), in its contribution to the R, guestioned the approach taken, which

29 http://www.csl.lu/publications-cs|

30 http://iwww.uel.lu/index.php/fr/prise-de-position
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consisted of defining the guidelines and the commod uniform objectives applicable to the
Member States in the context of the establishméhtadional Reform Plans (NRP), while the levels
of progress in relation to these objectives andstiexific characteristics of different Member State
often differ substantially.

The UEL also expressed the wish that, in additmnhe objectives fixed by the EU, Luxembourg
define its own objectives on the basis of a morddpth reflection concerning the economic and
social future of the country, the main objectivewdfich should be a high quality of life, instead of
grafting the national objectives onto those fixgdhe EU.

It should also be noted that the UEL considers ¢habmatic indexation of salaries systematically
triggers an effect of self-ignition of inflation drproposed to extend the system of modulation @f th
indexation of salaries by instituting a moratoriwhtwo years in the matter of the index-related
adaptation, to additionally limit the adaptationsalaries to that tranche of salary not exceedifg 1
times the minimum social salary and to review tbmposition and weighting of the basket of goods
and services with the aim of neutralising a certaimber of costs already burdening companies, such
as energy costs.

The UEL further considered that the reform of tk@eral system of pensions should certainly be an
integral part of the structural reforms to be inmpémted. It is also important, in parallel, to defin

this case the calculated objectives in relationth® perpetuation of the system and to then apply
concrete measures which should eventually appreprieeduce the system’s liabilities.
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APPENDIX
THE OBJECTIVES OF THE LUXEMBOURG 2020 NRP:

. A national objective of an employment rate of 73%be achieved in 2020 for persons aged
from 20 to 64 years. The objective targeted for32@la rate of 71.5%;

. An overall objective of R&D intensity in a range 3% to 2.6% of GDP for 2020. As sub-
objectives for 2020, the government has set a rahdes% to 1.9% for the private sector and
0.7% to 0.8% for the public sector. The intermediabjective targeted for 2015 is 2 %. In the
November 2010 provisional NRP, a provisional oveodljective of 2.6% was also set in a
provisional manner for 2020, but a consultationcpture with the stakeholder parties in the
sector, and simulations carried out on the basipast statistical data, demonstrated the
difficulty the private sector would experience thaeving the R&D private objectives initially
used. These private R&D objectives were consequestiormulated;

. In its initial Plan d’action en matiére d’efficacité énergétiq(RAEE) (Energy Efficiency
Action Plan (EEAP)) — (Directive 2006/32/EC), Luxeourg has set an indicative national
objective for energy efficiency in final energy gesaof 10.38% with a horizon of 2016. In
parallel, Luxembourg has noted that it is ablertalgse the feasibility of an extension of up to
2020 of the forecast indicative national objecti2érective 2006/32/CE), which amounts to 4
additional percentage points for the period 2018020, bringing the overall objective to 13%
with a horizon of 2020. It remains to be noted it national objective will continue to be
largely influenced by the choice of the refereneeiqul and the energy accounting considered
(primary energy vs. final energy);

. A national objective to sustainably maintain eatjnool leaving below 10% with a horizon of
2020, taking into account that if the rate of eadhool leaving stabilises below 10% by 2015,
this objective will be adapted (measurement insémim national study on early school
leaving), and a national objective to raise thepprton of persons aged from 30 to 34 years
having obtained a higher education degree or aetien equivalent level of education to 40%
(this indicator should be applied by referencehmresident population);

. The national objective on poverty and inclusioriafly included in the Luxembourg NRP of
November 2010 was withdrawn from this finalisedsiem of the NRP. As a consequence,
Luxembourg has not set a national quantitativeative in the matter of poverty and inclusion
on the basis of the Europe 2020 key indicators.
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THE NETHERLANDS

The contribution of the SER and the Labour Foundaton regarding the country-specific
recommendations and the Dutch National Reform Proggmme

In their letter of July 14, 2011 Staffan Nilssome$tdent of the EESC, and Joost van lersel, preside
of the Europe 2020 Steering Committee, requestel eational ESC to report on its contribution to
the country-specific recommendations and the Nati®eform Programme. For the Netherlands this
applies to the contributions of the Social and Eeoic Council and the Labour Foundation. The
requested response should address three queshioese questions are dealt with in the following
chapters.

1. Positions regarding the country-specific recomménda and planned actions by main social
and economic stakeholders

The Dutch social partners have not discussed thatpo specific recommendations as such for the
Netherlands so far. This discussion will take pldoging the SER’s preparation for the EU Spring
Summit of 2012.

The minister responsible for the Dutch Europe 26t28tegy will visit the SER early in 2012 in order
to consult social partners on the Dutch positiantiie@ Spring Summit of 2012. The SER will prepare
for this consultation through meetings of two SERamittee’s. During these committee meetings,
the Dutch social partners will reflect in depth the country specific recommendations for the
Netherlands.

2. Concrete proposals by national non-governmentakebtaders to improve NRPs and
recommendations concerning their implementation

The Dutch social partners have been consulted gluhe drafting of the Dutch NRP in 2011.
However, the Dutch NRP is the sole responsibilitythee Dutch government. In order to highlight
their own contribution to the Dutch Europe 202@tgtgy, the Dutch social partners have produced an
annex to the Dutch NRP. This annex is already nbthby the EESC.

The March 2012 consultation between the ministepoasible for the Dutch Europe 2020 strategy

and the SER will offer social partners the posiibtb make concrete proposals for the next NRP and
to make recommendations concerning the implememntati the current NRP.
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3. Effects produced by the action of the non-goverrtalestakeholders and further initiatives to
be taken

3.1 SER-letter to the Dutch government

In its letter of October 5, 2011 the SER has caliedthe Dutch government to take a clear pro-
European stance (annex 1). Sustainable growth ampdogment can only be safeguarded through
European cooperation. That means improving the etithgeness and innovativeness of all of
Europe's Member States. The chairpersons of tHenahtemployers’ associations and trade union
federations and the chairman of the Social and &wim Council of the Netherlands therefore
support a policy of helping the weak European Mantiates overcome their present difficulties,
albeit subject to strict conditions.

The chairpersons are very worried about the lacknify and vigilant action in European politics,
especially at a time when circumstances are caltingcurope’s leaders to pull together. Time is not
on our side. Vigorous European decision-making rmatonger be delayed. Decisions must be taken
later this month to resolve the crisis and put yore’'s mind at ease. The chairpersons wish to
support the Dutch Government in attaining this aim.

Europe must be strong in both the economic andsdlieeal sense: only then will it be able to cope

with the rapidly changing world economy and protést inhabitants against the whims of the

international capital markets. Europe’s social digien can and must be improved simultaneously
with its economic dimension. It is vital that asr&ue becomes more competitive, it also continues to
protect a well-balanced system of fundamental aokers’ rights.

According to the Minister of Economic Affairs, Agtlture and Innovation, Maxime Verhagen, the
Social and Economic Council’s letter concerning Eugopean Union has strengthened the resolve of
the Dutch Government. Mr Verhagen said this on betidhe Government in a letter to the Council.

It is enormously important for Europe’s politicaaders to take decisive action and introduce
measures to head off the euro crisis. It is equiéllyot more important to take steps to promote
economic growth in the European Union Member Stdegh steps are vital to guaranteeing the
“European model” of an economically strong but abigiinclusive Europe. The Government will
continue to work towards intensifying European aragion in this area.

3.2. Follow-up report on the Europe 2020-strategy

On February 28, 2011 the Dutch government has agke@dSER to advise on the process and
instruments of the Europe 2020-strategy. This wdoltbw up the 2009 advisory repoEurope
2020: The New Lisbon Strateggd would especially reflect on the EU dimensiothef strategy. The
SER was requested to finalise its advice beforestimemer of 2011.

In view of the current crisis surrounding Greeceénzely follow up advice would be most welcome

indeed. At the same time fast moving developmeeliging to the current financial crisis make it
nearly impossible to produce a convincing advisegyort that also has wide support. The SER has
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therefore proposed to postpone the advisory rdpam 2011 to 2012. This would allow the SER to
take into account the experience gained with thefg@an Semester.

The Dutch government has indicated its willingneseceive the requested report in 2012,
3.3. Pension agreement of June 2011

In the Pension Accord of June 4, 2010, the so@ainers set out the adjustments they agreed were
necessary for occupational pensions in the secilad fthe new pension contract) and made related
proposals for the future sustainability of the AQWe state-funded old-age pension) in the first
pillar. The social partners also agreed to develgolicy agenda to substantially improve the labour
market participation and mobility of older emplogee

On June 9, 2011 the Labour Foundation concludet#raorandum Detailing the Pension Accord of
4 June 2010gnnex 2. The specifics of the new pension contract aracitordance with the Pension
Accord, based on the following premises:

- a realistic and income-based target pension basedstable contribution and realistic, prudent
parameters regarding the expected returns and meom price development, such that, from
the outset, the target pension is consistent WiHfihancing for that pension;

- a transparent link between the risk profile of todlective participants, the desired ‘certainty’
(in the sense of statistical ranges of the pensgsult to be expected, not in the sense of
guarantees of certain financial results) and thestment policy and/or composition of the
investment portfolio, such that there is also cstesicy between the composition of the
investment portfolio and the pre-assessed balagivesken the chance of indexation and the risk
of adjustments;

- a balanced allocation of risks such that the resuifitthose risks materialising is fairly spread
over all of the participants: the current and fatyarticipants as well as the deferred
participants;

- a pension contract that is as complete as possibid, that the relevant parties can ascertain in
advance who will be bearing the risks and how tisksrof, in any case, (increased) life
expectancy and volatile financial markets will H@ated according to the calculation and
allocation rules contained in the contract;

- a pension contract that is transparent and thasléself to being communicated, such that all
relevant parties have sufficient opportunity toesssthe consequences the pension scheme will
have for their individual situations;

- a contract that offers pension scheme participaof§icient choices with regard to their
individual retirement dates and the opportunit@sadditional saving (with due observance of
the regulations regarding the demarcation of pendiond activities), which will enable
participants to affect their individual pensionuies

- designing the new pension contract such that necessary obstacles arise with regard to
integrating it with the pension entitlements thatvén already been accrued (minimising
transition problems);

- implementation of the pension contract by a calecpension fund or by an insurer, based on
solidarity, average contribution or actuarial camition and uniform accrual;
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- structuring the new pension as similarly as possiatross the various industries and
enterprises; this will promote the ability to implent the pension contract as well as reduce its
complexity and mitigate the mobility consequencekis will not affect the fact that the
intended structure may also make allowances farstrg- and fund-specific features.

On June 10, 2011 the Labour Foundation reachedyaement with the Dutch government on the
implementation of this memorandum. The agreemetwdsn the Labour Foundation and the Dutch
government amounts to the following points:

- The retirement age for the AOW (the state-fundedagle pension) will increase to 66 in 2020
and presumably to 67 in 2025;

- The AOW-pension will be increased from 2013 onwards

- Through flexibility in the AOW-pension people camoose their individual retirement date;

- Pensions contracts must be made more resistahbtds

- Older employees must have more options to remapliamd until they reach the age at which
they are eligible to receive their AOW.

3.4 Policy agenda 2020 of June 2011

Part of the Pension Accord is the agreement toeasw the labour-market participation of older
employees through incentives that make it attractor both employers and employees to continue
their working relationship. This is the subjecttbé Policy agenda 2020: investing in participation
and employabilitythat was concluded by the Labour Foundation ore &) 2011 (annex 3).

Goals of the Policy agenda

The labour-market participation by older employbas been on the increase over the last 15 years.
Their level of participation in comparison with thaf younger employees, however, is still
insufficient. The increase is primarily attributabio the older employees who have continued to
work. The rate of success of older employees fipdiew jobs after losing old ones is very low.

The Labour Foundation’s Policy Agenda 2020 is desigto improve the labour-market position of

older employees. The goal that the Labour Foundasigtriving to achieve is to have labour-market
participation by older employees be a normal sthtdfairs within ten years. That is to say, thare

will be no fundamental difference in the averadgsola-market participation between under 55s and
over 55s. The Policy Agenda 2020 is therefore iéeinnot just for older employees and job seekers
receiving a benefit, but also for job seekers whadt receive a benefit, the so-called ineligibles.

The Foundation also refers to labour-market paditton by older self-employed persons with no
employees (ZZP’ers; 'ZZPs’), as it is also impotttrat — keeping their participation in mind — they
continue working on their employability, to whichaining, vitality and occupational safety are
essential.

The social partners are aware that the implememtaif the Pension Accord will not be an easy
matter. This Policy Agenda must enable decentiiliparties to collective labour agreements
(‘CLAS’) to reach agreements in order to enableepldmployees to retain their vitality so that they
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can, and will want to, continue working (eithertihe same company or institution or elsewhere) and
so that older job seekers will be offered real opputies to resume working.

The Labour Foundation urges both employers and @yepk to invest in good employment
relationships so that they can work together on r@gghing and implementing these
recommendations. The success of this Policy Ageadatually entirely dependent on the level of
trust between the parties.

The Labour Foundation hopes that this Policy Agendiaact as a catalyst in the creation of a new
mindset for both employers and employees with kdarthe labour-market participation of older
employees.

The recommendations are not only aimed at decesgdalCLA Parties, but also at individual
organisations and their works councils. The impletagon of the recommendations must of course
be structured and given substance by the compangénstitutions themselves, and they must result
in a sustainable employability policy (perhaps tlylo a staff policy that takes the phases of life in
account) that can give support to both employedsamloyers.

In this respect, the Labour Foundation emphasksgstihe implementation of the aforesaid age-linked
staff and labour-market policy may differ from s®cdio sector and company to company, taking into
account the possibilities, wishes and status cddtsectors and companies. Learning from one another
(best practices) may be of tremendous assistartbésinegard.

Recommendations are also being made to the govetnroencerning the more effective
implementation of current legislative tools desigite improve the labour-market position of older
employees.

Core themes

This Policy Agenda may be considered a ‘trip plahtiet can be used for the next ten years, strtin
today, to encourage the local and national socatners to get started on improving the labour-
market position of older employees.

The Labour Foundation provides the details for thisplanner by using a series of core themes that
are inextricably linked to one another and to bibta promotion of employability and the labour-
market participation of older employees. The cbesrtes are:

. employability and training;

. vitality, health and occupational safety;
. labour costs and productivity; and

. mobility and reintegration.

The implementation takes into account the levellich the envisaged agreement will have to be
made: either nationally or on a sector-by-sectocampany-by-company basis. Progress must be
monitored in order to determine whether the deedinsdd CLA Parties are implementing the
recommendations. This monitoring may result in seqpenting, amending or expediting the policy
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being applied. The Labour Foundation will chargar@ect group that has yet to be established with
handling these monitoring activities and, whereessary, proposing adjustments to the Policy
Agenda.

Accompanying government policy

The Labour Foundation has established that impléngethis investment agenda will also require a
long-term contribution from the government. Thidlwégard both continuing the current government
policy and promulgating a new one. The Labour Fatiod assumes that the government will want to
contribute to improving older employees’ labour-ke&rposition and job mobility, since an increase
in older employees’ labour-market participatiorciigcial to keeping society functioning smoothly in
relating to the imminent shortage on the labour ketarthat will result from the ageing and

dejuvenation of the workforce. This increase wikoapromote societal unity and contribute to
broadening the support for financing future soseurity needs.

The Labour Foundation has made several proposgésdiag implementing the government policy.
These regard a policy of support and the finanfngarrying out that policy.
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AUSTRIA

Contribution of the Austrian ESC (Austrian Social Partners) regarding the country-specific
recommendations and the National Reform ProgrammeNRP)

Due to the informal structure of the Austrian Ecmio and Social Council, the answers to the
guestions below relate to the four major, represerm social partner organisations in Austria &t

its members: the Federal Chamber of Labour, theriams Chamber of Agriculture, the Austrian
Trade Union Federation, and the Austrian FederahBmic Chamber.

1. a. Positions regarding the country-specific recommelations®

1. "Take advantage of the ongoing economic recovegctelerate the correction of the excessive
deficit. To this end, adopt and implement the neggsmeasures, including at the sub-national
level, in order to ensure an average annual fistfalt of at least 0.75% of GDP in 2012 and
2013.":

The workers' side points out that the recommendaifc).75% per annum was based on forecasts at

the time. This was the figure needed to bring tekcd to below 3% of GDP. In the meantime, the

forecast has again become much bleaker. In itsomsmnforecast of September 2011, the Austrian

Institute of Economic Research (WIFO) forecast$ @z@nomic growth for 2012 — at 0.8% — will be

the worst in eight years. Economists stress thft mnan optimistic scenario can and should the

federal government's consolidation efforts be pedsas planned. Against this backdrop, the view is
that Austria should distance itself from this recoemdation for economic policy reasons. Thought
should also be given to how to combat the substianinter unemployment that threatens.

The employers' side endorses ambitious budget tdagon. This can be achieved through far-

reaching systemic reforms in state, administragpg@msions, health and education. This consolidation

will enable public expenditure to focus more on ward-looking investment (research and

development, infrastructure and so on) in the fitur

2. '"Take steps to further strengthen the national btaty framework by aligning legislative,
administrative, revenue-raising and spending resipdities across the different levels of
government, in particular in the area of healtlecar

Fundamental systemic reform should start with a datribution of powers between the federation,
provinces and local authorities. In particular,réh@eeds to be a better match between tasks and
revenue-raising and spending responsibilities. &ckbthis up, financial transfers between sub-
national authorities then need to be reconfigured.

However, the fact that social security contribusi@me levied in the autonomous area where thelsocia
partners are located is an important achievemetiteoprovince and must remain intact.

31 o )
http://ec.europa.eu/europe2020/tools/monitoringlah growth_survey 2011/index_en.htm.
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3. In consultation with the social partners and acogrdo national practices, take measures to
phase out the current early retirement schemedople with long insurance periods and bring
forward the increase in women's statutory retirdmage to ensure the sustainability and
adequacy of the pension system. Apply strictly tio@ditions for access to the invalidity
pension scheme:

With an average retirement age of 58.2 in 2010,trheuss clearly under the OECD average. The
social partners thus see a clear need for dirangible action on a number of issues, including:
raising the real retirement age, effective andciffit reintegration measures, reducing incapacity
rates, accommodating the world of work to oldergdeotransparency and simplification. To this end,
Austria's social partners presented a package asuanes to raise the real retirement age at the Bad
Ischl Dialogue on 10 October 2011.

If the measures proposed are adequately fundeduigdmplemented by the government, including
measures already decided upon, the social pareties/e that the real retirement age can be raised
by two years in the next decade. The proposalsdvoul pension system costs by around EUR 1.5
billion by 2020. These proposals differ from ther@ean Commission's recommendations, but
Austria's social partners are convinced that implatation of the social partners' agreement would
substantially raise the real retirement age in Aaist

For the full text of the social partners, includirdi the measures called for and anticipated
consequences, see www.sozialpartner.at

4. "Take measures to enhance participation in theulabmarket, including the following: reduce,
in a budgetary neutral way, the tax and social gcourden on labour, especially for low and
medium-income earners; implement the National AcBan on the equal treatment of women
and men on the labour market, including improvemémtthe availability of care services and
of all-day school places to increase the optiomsafomen to work full-time and in the high
gender pay gap; take steps to improve educatiartabmes and prevent school drop-out.":

The social partners welcome the recommendationaftrudget-neutral cut in the tax and social
security burden on labour and on this same frotiteraphatically for reforms in the tax system to
encourage jobs and growth and equitable distributiowever, the social partners are aware of their
responsibility for the welfare state and hencetfer budget. Accordingly, the necessary tax system
reform must be configured so as to avoid any drofpial revenue. The exact nature of tax system
reform will be the outcome of negotiations at goweent level, in which the social partners are
involved.

Reform of the tax system must be accompanied bsilderreform in public administration aimed at
generating potential savings while maintainingdhality of public services.

In the view of the social partners, increasing labomarket participation is one of the biggest

challenges of the coming years, not least becaudemographic change. They see great potential for
increasing employment levels in the following areas
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. supporting the transition from school to work

. keeping older people in work longer

. creating jobs that accommodate older workers

. cutting high incapacity rates

. creating a better work/family life balance

. better integration of people from a migrant backgbin the labour market
. cutting unemployment

. eliminating skills deficits

. matching skills to labour market demand.

The social partners agree with the main reasonghélow involvement of women in work identified
by the Commission in the accompanying documentygmelistribution of care obligations between
men and women, limited availability of child caradalong-term care services). Austria's social
partners have initiated a series of joint actigitie contribute to improvements in the medium term.
The social partners make a huge contribution toNdgonal Action Plan on the equal treatment of
women and men on the labour market. They endoes€tdmmission's recommendation and call for a
swift implementation of issues that remain unresdhOn this front, the enshrining in law of revenue
transparency for the social partners, which enténéal force in March 2011, is seen as a further
important step towards dismantling the high germuar gap. The social partners also think that the
creation of more day care places for children andencare homes also needs to be stepped up.

The social partners endorse the Commission's reemdation that Austria improve its efforts to
reform education.

5. "Take further steps to foster competition, in mafar in the services sectors, by relaxing
barriers to entry, removing unjustified restricolon trades and professions, as well as
enhancing the powers of the competition authorieselerate the adoption of the outstanding
"horizontal law" implementing the Services Direetitz

The government agreements for both the 23rd (Oct@®®6 to October 2008) and the 24th
legislative term (2008 to 2013) provide for an ewion of the latest amendments to competition and
antitrust law. In addition, some working meetingsk place between the federal justice ministry, the
then federal economy and labour ministry and o#tekeholders. When no consensus could be
reached at these talks, the social partners drew smdy” with concrete proposals for solutions,
which was presented in November 2010. A processfofm based on these proposals is under way
and the results are expected next year.

From the social partners' point of view, it is edie that fair framework conditions are put in q@a
between all market participants. The measuresthigaAustrianGewerbeordnungTrade, Crafts and
Industry Act) provides to protect the interestsvafrkers, consumers and those living near businesses
are a necessary corrective to ensure fair conditfon competition. Traders with suitably high skill
levels means quality services for consumers anditgusducation creates a good workforce and

82 Beirat fiir Wirtschafts- und Sozialfragen: Zukudér Wettbewerbspolitik in Osterreich; Nr. 84, 2010
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potentially highly skilled business operators. Hoesre there must be a limit to deregulation at the
point where such protective measures are undernaineédle-skilling occurs.

b. Planned actions by main social and economic &holders

Joint activities of the Austrian social partnerg01i.1:

. Education summit on 2 February 2011 with the mamigbr education and science: signing of a
preliminary agreement on a future education stgatagfurther summit on evaluation of dual
education/training is planned for the autumn

. Bad Ischl Dialogue of the social partners on 10 4AdOctober 2011: "Consequences of
demography on the labour market and social systemlyding a joint position paper of the
social partners

. A joint position paper on "Investments and abitiyinnovate for future growth"

. Joint position paper on state and administratiferne measures 2011
. Position paper: "European economic policy for etfiating imbalances".

Joint position statements can be found at the kparéners' homepagemw.sozialpartner.at

Activities planned for 2012:

. European Year for Active Ageing 2012: joint prepena of measures and initiatives with the
Federal Ministry of Social Affairs and Consumer teobion; social partner events focused on
age and work

. Bad Ischl Dialogue of the social partners in Octdh#l2

. Survey on migration/integration in preparationdostudy by the social partners.

2. Concrete proposals by national non-governmental skeholders to improve NRPs and
recommendations concerning their implementation

In principle, the government involved Austria'sisbpartners very closely in drafting the NR@nd
some of their contributions were taken on board.

The social partners propose the following improvets¢o the process of drafting NRPs:

. The Commission should revise the guidelines fordhadting of NRPs to give governments
more detailed guidance on involving the social iperd and non-governmental stakeholders,
especially regarding how their contributions aréédaken up in the NRP.

. It is also vital that the Commission maintain iisit¢ to the Member States while NRPs are
being drafted (in spring). The social partners finese visits very helpful in terms of achieving
an ambitious NRP and in giving them the opporturity face-to-face dialogue with the

33 Austrian National Reform Programme 20lftp://ec.europa.eu/europe2020/pdf/nrp/nrp_ausrigpdf
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Commission. This would cease to be the case if ing®twere to be transferred to the
permanent representations in Brussels.

. Inadequate medium- and long-term perspective irNtREs: the three-year cycle of the Lisbon
Strategy also required national reforms to have iomed and long-term objectives. This
medium-term dimension is lacking in the annual NRRger the EU 2020 strategy, since only
reforms actually planned have to be indicated. Hawethe social partners think it would make
sense for medium-term strategic planning to inclagedium- and longer-term reforms as
appropriate in the NRP, since the NRPs constituteréain voluntary commitment by the
governments and medium-term reforms would theredtse have to be planned in more detalil.

. In addition, the social partners should be involvetianly in drafting the NRPs, but also at EU
level in putting together the Integrated Guidelines

3. Effects produced by the action of the non-governmeal stakeholders and further
initiatives to be taken

With their joint activities and position papers Aiss social partners are making a significant
contribution to the implementation of national ED2P goals and the nature of specific reforms in
Austria. In particular, the following proposHisigreed upon by the social partners have beenteccep
and implemented — or are being implemented — bgtvernment:

. The future of competition policy in Austria - Study of the Austrian Advisory Council for
Economic and Social Affairs

. Social partner agreement on the national equality &ion plan

. 2009 and 2010 labour market packagesshort-time working, part-time allowance for older
people, training leave, Jugendstiftung (Youth Faiiwh), Arbeitsstiftung (training and
outplacement centres), guaranteed education, ricpinifensive, single-person enterprises,
calculation of unemployment benefit, sickness iagge, and interim payments

. Red-white-red card (points system for immigrant wokers) and measures to tackle wage
and social dumping

Activities planned for 2012: see point 1.b.
Further social partner activities and projectsifigplementing EU 2020 strategy goals in Austria have

been incorporated into Austria's National Reform ank|
See:_http://ec.europa.eu/europe2020/pdf/nrp/nrgriausn.pdf

In addition, the social partners make a huge doution through the wage negotiations to economic
and social development in Austria, to the presé@waabf harmony in society and to international
confidence in the Austrian economy.

34 )
See: www.sozialpartner.at
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PORTUGAL

1. Positions regarding the country-specific recommend#&ns and planned actions by main
social and economic stakeholders

Obijectives of the National Reform Programme (NRP)

Broadly speaking, the objectives are considerdoetappropriate, but the measures defined are seen
as generic or even non-existent, limited in impad inadequately financed.

As regards the timetable set for achieving theetargthis will, of course, depend on how the
economic situation develops.

Stakeholders would welcome an interim assessme2@1d on the basis of an external evaluation of
the results, bearing in mind the intermediate target for the second half of the programme — 2015
to 2020 — to mark the start of a new cycle in Rgats implementation of the Europe 2020 strategy.
Nevertheless, the NRP presented in April 2011 ale to be adapted, taking into account the new
"troika" to which Portugal is committed, and theagtgic guidelines of the new government which
took office in June 2011.

Participation of the social partners and civil sbgirepresentatives

The social partners and civil society represengstielieve that their involvement in the National
Reform Programme should start as early as the pbifadesigning and implementing measures to
achieve the targets set in the Europe 2020 straggggr than just in the subsequent monitoring @has
as has been the case.

These players must be continuously involved dutimgdefinition, implementation, monitoring and
assessment of the programme. They call for thisli@ment to be real, effective, regular and in pre-
defined periods to analyse and monitor proposals.

As regards the form of involvement, they suggestitutional consultations and that a platform or
monitoring committee be set up, possibly within B#&C, equipped with effective means to be able to
carry out a rigorous assessment of the resultsngatatheir impact and real effectiveness, and, if
necessary, to review the objectives.

Main obstacles to implementing the National Reféhragramme

The obstacles mentioned in relation to implementireggNational Reform Programme vary according
to the political and ideological orientation of thacial partners and civil society representatives.
However, there is some agreement regarding thewaffiactors which might affect the achievement
of the NRP objectives, namely the commitment ofgbeernment and the main stakeholders involved
to achieving the measures set out and the uncsrigioth the European and the national economic
climate.

The current economic climate, the labour markettaedstate of the national economy will not make
it easy to achieve goals such as reducing the @ulgfiicit to 2% of GDP by 2013 or bringing the

employment rate to 75% of the population aged betvz9 and 64 by 2020.
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More specifically, major difficulties mentioned atee austerity policies currently in place to regluc
the deficit and public debt, under-investment, botiblic and private, the excessive tax burden, the
erosion of the welfare state, population ageinguameEmployment.

However, these goals will have to be adjusted me Iwith the troika programme and the new
government's strategic guidelines, since the ctireennomic and financial climate will make the
goals proposed in the April 2011 NRP difficult whaeve.

The role of EU funds in the National Reform Prognaen

As regards the use of EU funds in pursuing somehef NRP objectives, the major difficulties
mentioned are the red tape and complex procedoveb/ed in submitting applications and the length
of time before being informed whether the applmathas been accepted.

The need is mentioned for more user-friendly progrnes to be developed, the administrative burden
to be cut and decisions to be taken more swiftigl for appropriations to be made available more
quickly.

In addition, it is mentioned that the lack of aghility of national funds (both public and privafey
providing national counterparts to the various getg to be financed is also a major factor, with it
being suggested that adding flexibility to the waygproviding joint national participation could be
extremely important given Portugal's current sitrat

Lastly, it is stressed that these funds should deel yproductively, in a way that does not encourage
people to drop out or become dependent.

2.  Concrete proposals by national non-governmental skeholders to improve NRPs and
recommendations concerning their implementation

Broadly speaking, stakeholders highlight as vemfulsparticipation that is consultative, integrated
and effective in harnessing efforts and availabiources, funds, instruments and working tools that
enable them to genuinely work towards achievingothiectives set.

Mention is made of the usefulness of promoting hlipudebate on the 2020 strategy and the NRP,
with a view to being actively involved in implemerg and, in particular, monitoring and assessing
them.

Bonuses or benefits should be promoted that helgegpond positively to the austerity measures
imposed by the Financial Adjustment Programme @wample, cutting the costs of introducing
renewable energies).

It is considered crucial to establish systems fanitoring implementation of the measures, and

priority should be given to in-depth analyses & theasures with a view to obtaining measurable,
accurate information to evaluate the success ahitiatives that have been proposed.
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The Europe 2020 strategy's national coordinationvaerk should monitor measures and produce
quarterly information on the implementation of theasures within the different strands, quantifying
their results. This information should be made lakdé to the social partners and civil society
representatives.

It has been observed that the existence of smakegional or local platforms — which are more
representative and familiar with grassroots coreerimvolving all stakeholders, can make it eatsier
verify the results of the implementation of measugstablished under the NRP and the real needs to
reshape these or adapt them to the real situdtioers by the people affected.

It should be mentioned that some of the playerd it they had not been consulted when the NRP
was drawn up and they therefore propose using idasimethodology for consulting the stakeholders,
fighting for the equal treatment of civil societyganisations and the social partners (trade unich a
employers' organisations).

3. Effects produced by the action of the non-governmeal stakeholders and further
initiatives to be taken

As regards promoting entrepreneurship, the measiopted by the ANDC (National Association for
the Right to Credit) should be singled out, whictdeavours, through the use of micro-credit, to
promote the social integration and independengaeople in financial difficulty or who are socially
excluded. The ANDC assesses the business thatithe-emtrepreneur wishes to start up, helps with
preparing applications for bank loans and takepamsibility for monitoring the micro-businesses'
start-up phase.

The future initiatives to be developed which arentimmed include promoting measures to raise
awareness of volunteering among businesses ancdretepsocial responsibility, and financial
education campaigns in schools and for the redipiehsocial inclusion support.

As regards the objectives of achieving a 75% emmpbnt rate by 2020 and reducing poverty, various
possible initiatives are mentioned, specificallydlving civil society organisations:

- creating a "targeted credit" service as an initatio be assessed. Unlike traditional credit,
where the target public goes to the financial tagtin, in this case it is the institution, in the
form of credit agents, that goes to the peoplénanice small-scale production and commercial
activities. The government's role would be meréigt tof a catalyst, providing technical and
financial resources to ensure the decentralisedatipa of programmes and projects by civil
society organisations. This project would allow fartnerships between the 1st, 2nd and 3rd
sectors, reflecting national strands and prioritrdsich could also be applied to other projects;

- creating and maintaining local legal guidance sewi(mobile services, in particular);

- developing local child and adolescent support plans

- training measures carried out by civil society migations, specifically in the areas of
regularising possession or ownership and persoalurdentation, health and hygiene,
nutrition, citizenship, community life, food safeand rural development;
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- training measures to prepare people for work aridtlgeam back into work in a manner that
reflects a municipality's population through mobiteational training offices.

With regard to the labour market, EU funds couldused for developing, investing in and raising
qualifications for businesses and employees, maktiegnational labour market more attractive and
more competitive. The need is also expressed &mgtinen bodies that promote the application of
these funds, providing better physical resourcesimproving staff qualifications.

31 October 2011

José Silva Peneda
President of the Economic and Social Council oturya
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SWEDEN

SWEDEN (Group 1)

On behalf of Group I, the Confederation of SwedishEnterprise will answer the questions
regarding the EU2020 strategy and the National Refan Programme put forward by Staffan
Nilsson and Joost Van lersel.

The country-specific recommendations for Swederl 22012 were:

(1) Keep fiscal policy on a path that ensures thatmedium-term objective continues to be met and
avoid a pro-cyclical fiscal policy stance in theremt economic upturn.

(2) Take preventive action to deal with the maator@mic risks associated with rising house prices
and household indebtedness, including reforms éontlortgage system, rent regulation, property
taxation and construction permits.

(3) Monitor and improve the labour market partitipa of young people and other vulnerable groups.

The Confederation of Swedish Enterprise’s positiomegarding the recommendations

The recommendations are considered to be largelgniroversial. However, the economic upturn on
which the recommendations were to a certain extased has stalled, which means, among other
things, that there is no longer any need for candbat additional stimulus may be provided, for
instance through tax cuts. It is, of course, imguirtto take account of and monitor rising property
prices — especially for houses — and household. deie business community would, however,
welcome a reform (i.e. reduction) of the tax onitpand consequent limitations on the right to
deduct, as being more effective measures to inerbassehold savings and curb the rise in house
prices than reforms to the mortgage system. Weeatlrat it is important to monitor and improve
labour market participation, particularly among ggupeople. To this end, the business community
has presented specific proposals to reform lakawr |

Proposed improvements to the action plan (NRP)

The Swedish government could be criticised forvegy limited extent to which the social partners
have been involved in the process of shaping thtierra reform programme. Owing to the tightness
of the deadlines, the social partners were newgugsty consulted: those meetings that did takeeplac
seemed mainly to be presentingpd accompli A procedure therefore needs to be establishedato
in future we have the opportunity to make submissidhat have a real possibility of being
incorporated into the reform programme, in termbath structure and content.

Please note that this section does not go intdldegarding proposed policy actions to improve the
reform programme, but instead focuses on the prtoekdspects that were found wanting.
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SWEDEN (Group 1)

On behalf of Group II, below are the answers to theuestions regarding the EU2020 strategy
and the National Reform Programmes put forward by $affan Nilsson and Joost Van lersel.

Regarding the recommendations on the nationalmefmogramme, Sweden only had three of them.
The trade union comment regarding number 2 abauhttusehold debt and the prices of housing is
that the situation is better if people have seamployment and decent wages, so that they can pay
their mortgages.

Recommendation number 3 is about the labour mddkeyoung and other vulnerable groups; we
share the concerns regarding these issues, amlking to take part in consultations on the matter
concerned.

Regarding the process of consultation with theadqmartners on EU2020 in general, there was one
high level meeting with the presidents of the dop@rtners” organisations and the EU minister,
Birgitta Ohlsson, in January 2011. Then the stmecfar future consultations was presented.

The EU minister will arrange a high-level consutiat meeting with the social partners at the
beginning of each year around the time when the @igsion presents the annual growth survey. The
meeting will aim at giving the possibility to dis=iand present general points of view on the
challenges that the EU2020 strategy is to meehamdit will be carried out.

In addition to this yearly high level meeting thevidl be three more meetings with representativies o
lower formal level than the presidents of the ofgations and civil servants from the relevant
ministries:

»  February for the convergence programme
» June for the country-specific recommendations ftbencommission and the council
*  October/November for the proposed national budget

In 2011 we have had one meeting in June. This mgetas a bit vague, and no real discussion took

place. The above-mentioned proposed meeting forattemn 2011 has not yet been decided or
convened.
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SWEDEN (Group I11)

On behalf of Group IlIl, below are the answers to tle questions regarding the EU2020 strategy
and the National Reform Programmes put forward by $affan Nilsson and Joost Van lersel.

Introduction

In addition to the three main recommendations, Goencil's recommendatioisto Sweden also
noted that “closer involvement of all relevant staddders would help ensure a well-coordinated
implementation of the Swedish NRP" and that "fomeogroups ... labour market inclusion is not
always a realistic or effective method of reducithg risk of poverty". We agree with these
comments, but would also point out that the govemmis approach disregards other aspects: for
example, the government makes no mention of thiepanerty platform or of certain priority groups

in the NRP.

A policy for civil society

In proposal 2009/10:55 on a policy for civil sogietadopted by the Swedish Parliament, the
government makes several references in the seotiobentrepreneurship in civil society" to the
importance of entrepreneurship within or connediedcivil society. As far as we can tell, this
perspective is nowhere to be found in the NRP, hiiciwthe government sees a very marginal role, if
any, for civil society. It is not clear how thisiking difference in perspective is to be interpuet

Social innovation

In addition to the fact that the government makeseaierence to civil society in this connection, in
our opinion the approach to innovation very cledolguses solely on technical and industrial aspects
whereas the European Commission clearly advocatgal snnovation, a field in which civil society
is central. We will call, in the forthcoming contatlons on the next reform programme, for the term
"social innovation" to be analysed more closely tmndhis perspective to be incorporated in thé.tex

The Single Market Act and social entrepreneurship

One of the EU's key development documents, pastilulvith regard to economic development, is
the Single Market Act, in which the EU repeatedhgl @mphatically states that it wants to develop a
"social market economy"” focusing on 12 proposalsluding clarifying what social entrepreneurship
is and how it can be supported. This point shoelthbluded in the next NRP.

Link to the Structural Funds

In the context of Europe 2020 and cohesion policg, national reform programmes will govern the

use of the Structural Funds. As we have attemmtddghlight in brief in this document, there are a

number of aspects where civil society organisaticars play an important role — as emphasised in
documents produced by the European Commission dtuinnthose from the Swedish government.

The approach taken in the Swedish reform programmesemplications for the implementation of the

Structural Funds and the distribution of fundinggl ahis matter should therefore be given priority.

35 . ) .
European Commission's recommendations to the Stvegivernment.
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Other comments

It is important to highlight, in the new NRP, thattention still needs to be paid to the situation o

people with disabilities. Action is needed to praendisabled people's right to work, and social
security and unemployment insurance must providegaate support; their rights to good health,
good living conditions and full citizenship showiso be respected. Specific reference should @so b
made to children and parents with disabilities.

We would also stress that consumer issues are reerstone for a sustainable, competitive and
market-oriented society. High consumer expectatiessilt in products and services that meet high
ethical, environmental and human-rights standdgilng consumers the ability to make meaningful
choices gives them access to — and better valudrportant goods and services such as energy and
food. The next NRP should reflect the fact thatstoner protection is regarded as a competitive
advantage and a tool to promote growth and an teféeanarket economy that meets high
expectations.

Consultation process

In line with a number of codes of condtfcthat the Swedish government has undertaken tovioll
consultation should be transparent and continuaigirout the process. This has not been the case in
the development of Sweden's national reform prograsover the years, and particularly not for the
most recent version. We want the consultations @omieg the forthcoming reform programme to
follow the schedule required by the European Sesneshd we want an opportunity to discuss it with
the government before the drafting process starts.

The NRP indicates that the government will estabdis'reference group” made up of various social
partners but not other elements of civil societyolir view, organisations representing the resiwof
society should also take part in the dialogue.

As we mentioned above, one element of the govemeaforms within the EU is now the European
Semester, the aim of which is to coordinate plagprocesses. This should be an important factor in
the ongoing work on the national reform programraed in terms of Sweden's responsibility for
national cofunding. We would ask — and are keedigouss — what specific steps the government is
taking to ensure that the considerations underl@nagden’'s budget procedure take due account of
Europe 2020.

Following discussions with the Prime Minister's icéf we have now been promised a new structure
for consultation with other elements of civil sdgiewith the first meeting scheduled for November
2011. We will take an active part in these meetiags hope that we will be involved as a partner in
Sweden's work on the new national reform programifgough our involvement in the EESC's
Europe 2020 steering committee, we have also tdkenfirst steps towards holding an event
concerning the new national reform programme in@&wen the spring of 2012, to which a range of
stakeholders will be invited.

36 R . . . . . .
Open method of coordination, national agreemensarial affairs, the Council of Europe's code obdjpractice for civil

participation, and decisions within the framewoflEarope 2020.
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Conclusion

In this document, we have tried to point out a nendf deficiencies in the current reform programme
and the process that produced it. We intend to woristructively to improve both the process and
the content in the forthcoming revision of Swedeméional reform programme. The European
Commission has recently tabled proposals on samigrprise as a method of creating a "social
market economy”, and the objectives for future waith the Structural Funds have already been
changed as a result. The EESC has expressedaitgy gupport for this proposal and the follow-up
work. Civil society organisations have a numbekej contributions to make to ensuring that society
evolves in a way that is characterised by smadtasmeble, inclusive and environmentally sound
development.
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