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I Introduction

This was a first meeting of civil society representatives and the DG ECFIN, organized by the Communication Division. Previously, similar meetings had been organized between ECFIN and other key stakeholders – social partners, academics etc. Our interlocutors are usually from DG Employment. We hope that it is a first step in the following up of Semester and the EU macroeconomic, financial and fiscal policies, which may lead to an increase in our advocacy and lobbying.

This Report begins with a series of considerations about the meeting, and then follows the structure of the sessions. The interventions are not summarized, in order to capture the interesting aspects of the interventions, and the complexity of the matters at stake.

1. On the setting
It was a very comfortable setting, at the European Commission Building "Charlemagne", Room Alessandro Missir di Lusignano. It was an honour to sit at the historic first table of the European Union’s early days.
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The invitation to dinner, in a very friendly environment, was a very good point, because we could exchange among participants, and do more networking.
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Ms. Iciar Rodriguez Miranda, the Information and Communication Officer in charge, made sure that the event went smoothly in every detail.

2. On the methodology

There were 17 participants from the Member States, which was a good number of people in order to promote participation. They were invited through the nomination of the Commission representatives in member states – the European Semester Officers. 

The sessions were chaired in a very agile way and the presentations, in general terms, were focused and clear. A certain level of knowledge on macroeconomics and of the EU/Semester jargon was needed in order to follow certain presentations.
3. On the participants

It is a real credit to EAPN excellent work at national level that five EAPN national members, (EAPN SP, DK, LT, PT, and BE together with Sian Jones, from the Brussels Headquarters were invited in the first place. Many of our interventions in the meeting really demonstrated experience and expertise.
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	Graciela Malgesini, EAPN Spain

www.eapn.es
Email: gmalgesini@hotmail.com
Graciela.malgesini@eapn.es
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	Elke Vandermeerschen, EAPN Belgium (BAPN)
Email: elke.vandermeerschen@bapn.be
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	Per K. Larsen, EAPN Denmark

Email: per.k.larsen@eapn.dk
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	Paula Cruz, EAPN Portugal

Email: paula.cruz@eapn.pt
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	Skirma Anna Kondratas, Lithuania

She is a member of EAPN Lithuania, and has been active in the EMIN project

Email: kondratas@yahoo.com
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	Sian Jones, EAPN EU
Policy Coordinator, EAPN Brussels Headquarters

Email: Sian.jones@eapn.eu


Other participants were national members of EAPN European Organisations,  knew EAPN’s work, or were somehow related to EAPN at the national level. Others, we would like to bring them in, as they seem to be in accord with us. 
Other participants: 
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	Michelle Murphy, Social Justice, Ireland and Caritas Europa
http://www.socialjustice.ie/
email: Michelle.murphy@socialjustice.ie
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	Maria Adele Farruggia, Caritas, Malta
www.caritasmalta.org
Email: maria.adele.farruggia@caritasmalta.org
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	Anamarija Meglic, Zavod Ypsilon, Slovenia 

www.ypsilon.si
Email: anamarija.meglic@ypsilon.si
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	Maris Jõgeva, Estonian Civil Society, Estonia 

http://www.arenduskeskus.ee/estonian-civil-society-development-concept/
Email: maris@ngo.ee
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	Jukka Haapakoski, the The Finnish National Organization of the Unemployed – TVY
http://www.tvy.fi

Email: jukka.haapakoski@tvy.fi
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	Agnes Kende, Center for Policy Studies, Hungary
· Currently unemployed, she said, but in representation of a Children association
Email:  agnes.kende@gmail.com
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	Bartlomiej Kozek, Gazeta Polska, Poland
http://www.gazeta.pl/0,0.html
Email: bartlomiej.kozek@gazeta.pl
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	Michal Palenik, Employment Institute, Slovakia
www.iz.sk/en/team/michal-palenik
Email: michal.palenik@iz.sk
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	Tom Peters, Joseph Rowntree Foundation, UK

http://www.jrf.org.uk/
Email: Tom.Peters@jrf.org.uk


4. On the contents

It was structured in two sessions, on the afternoon of March 24th, and on the morning of March 25th.
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An Economic and Monetary Union for citizens 
José Leandro

Director, Resources and communication, Directorate General for Economic and Financial affairs, European Commission - with overall responsibility for the seminars.

President Juncker proposed ten priorities to set out in his political guidelines: 

1. A new boost for jobs, growth and investment

2. A connected digital single market

3. A resilient Energy Union with a forward-looking climate change policy

4. A deeper and fairer internal market with a strengthened industrial base

5. A deeper and fairer Economic and Monetary Union (EMU)

6. A reasonable and balanced free trade agreement with the United States

7. An area of Justice and Fundamental Rights based on mutual trust

8. Towards a new policy on migration

9. Europe as a stronger global actor

10. A Union of democratic change.
He introduced the Seminar as part of this new working program, where the European Commission commits to a more open and transparent approach to society. It is part of a series of outreach meetings to engage in dialogue with stakeholder, with the aim to moving towards a better understanding. It aimed to be a genuine 2-way dialogue. We were asked to be provocative.
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Raquel Lucas

Raquel.LUCAS@ec.europa.eu

Member of the Cabinet of European Commission Vice-President Valdis Dombrovskis. Responsible for: 

· Social Dimension of the EMU

· Social Dialogue: relations with EU social partners

· Employment, Social Affairs

· Skills and Labour Mobility

· European Semester, in particular Employment and Social Policies

· EPSCO Council

· Macroeconomic dialogue

· Tripartite Social Summits

· Digital Single Market
The European Monetary Union has been at the top of the political agenda, is a priority with President Juncker. She is working in the office that deals with issues of social dialogue, towards a better balance between economic and social chapters. She highlights that this balance is important for both Juncker and Dombrovskis. They recently made the revision of the Six-Pack and Two-Pack; during 2015, there will be more political initiatives, and a report on better coordination of EMU. It will be discussed at the June Council.

She mentioned that, in 2013, there was a Communication STRENGTHENING THE SOCIAL DIMENSION OF THE ECONOMIC AND MONETARY UNION, which complements the purely economic side of the EMU (Note: EAPN made a critical document in this regard). This involves the supervision or monitoring (with the scoreboard of social indicators, which is part of the joint report, and an important part of the Semester), providing mechanisms for solidarity through the Structural Funds, and by strengthening the social dialogue. She stressed that new Juncker team aimed to work better for citizens, to gain a better image of Europe. This means they need to move forward towards more balanced economic and social objectives, and on the same level. She highlighted that new initiatives would come out in 2016-7 and even in the June Council there would be a new report. Strengthening social dialogue was a priority, and the new Commission wants to link more to civil society as well.

Graciela Malgesini, SP
In Spain, the Third Sector Platform and EAPN has checked that, insofar, the EU2020 and the Semester not only did not improve the social indicators, but poverty and social exclusion increased. Therefore, the social non-profit organizations are at the limit of their capacity, as they are currently assisting nearly 10 million people throughout the country. 
Therefore, we find that It is extremely important to maintain a (hopefully) structured dialogue with the Commission on economic and fiscal policies, not only with the officers in charge of social policies (somehow, one gets the feeling that the decision-making weight does not rely in the latter). 
In Spain, we are working with the National Reform Programmes (NRP) and the Country Specific Recommendations (CSRs) contents, not just following what could be considered the "social" topics, as income transfers and non-contributory mechanisms. We believe that “every economic policy has social consequences”. Hence, it is important to consider that macroeconomic policies and structural reforms imposed under the Agreement or promoted by the Commission, as a rise in VAT from 4% to 21% on products that affect low-income families, the labour market and pension reforms, and the austerity policies that were translated into cuts in health and social services, generated more poverty. 
Jose Leandro, EC 

In the case of Spain, we are concerned about some of these social issues, and about the delays and problems of implementation of the Youth Guarantee and the Structural Funds. In many cases, “money is not the problem”. We will be watching the mechanisms involving civil society that the government of Spain mentioned in the NRP. 

Michal Palenik, FI
He speaks about the problem of unemployment in Slovakia and that the mechanisms to encourage recruitment are not working. Meanwhile, universal services are being cut.

Raquel Lucas, EC 
The European Council of December 2012 agreed that the roadmap for the completion of the European Monetary Union (EMU) should include a social dimension, comprising social dialogue. President of the European Council Herman Van Rompuy is interested in promoting this view. They are currently working on social issues through the CSRs. They are aware that integration of the Euro brings about greater monetary coordination and this can cause problems.... But it is also clear that social problems are general, and not necessarily related to the Monetary Union. These problems also happen outside the Eurozone, as in the UK and Iceland.

Michelle Murphy, IE
Recently, the Irish NGOs made a document to the Semester officer. The Commission must give importance to social issues, even without such clear "competencies" ... The Social Investment Package, in the aspect of child poverty, has no actual funding. Another issue is that data to feed into the social indicators are far behind in time, while other indicators as the economic are constantly updated. This must change in order to do a better monitoring. We must introduce a social impact study of the social measures in all Member States.

Raquel Lucas, EC
The Commission is very committed to stating the impact of the measures, and they will push the issue, to make it compulsory. They are strengthening their representations and their role, in the Member State’s capitals. They will become increasingly prominent. She insists that we connect with these representatives, if we haven’t done so until now.
Agnes Kende, HU
She represents an Hungarian child organization. She poses the problem of Structural Funds, not giving the expected results in Hungary. She complains that the Commission, after checking this, has not stopped the funding. What can the Commission do?
Raquel Lucas, CE

Politicians get involved in getting funding, and give less importance to programming ... but then, it is very little the Commission can do if there are not audits to prove that the government has not been using the funds correctly. They are following the "Compliance Assessment"
. The issue is that most controls are placed in the use of funds from the economic or financial side, and there are less results assessment. Therefore, the mechanism is not delving into field results.
Per K. Larsen, EAPN DK
It is very important to have this kind of dialogue. At least in Denmark, the Semester is a hidden track, "something that is cooked at the officials’ level", but civil society and also politicians does not know what is happening. He gives two examples of how it could be improved. Firstly, EAPN analysed the Minimum Income and pensions in Denmark, the 1990-2015 period. They realized that there is an annual decrease in these amounts, resulting in a growing inequality. These issues could be considered as "national responsibilities," yes, but they are caused by the free market and the mobility of EU workers. Therefore, they are European responsibilities as well. Secondly, follow up of the Semester can be promoted through further cooperation with women's organizations, trade unions, etc. They are members of the Governments EU2020 strategy committee, 25 members of civil society in total, trying to get a common strategy to improve the job and social inclusion policies. It is very difficult to influence only from social NGO’s; their experience is that there has to be a closer association with other social actors.
Sian Jones, EAPN EU 

It’s important to talk more about the issue of subsidiarity in the first place. Even though technically social policy is member state’s business, in reality, people think that the EU is intervening increasingly in social policy, cutting back public expenditure insocial services and benefits, increasing the retirement age, etc. etc. and they have a clear idea that there is an intervention happening, although it is not positive. The Social Impact Assessment proposed by Mr. Juncker is fine, but it should be applied EX ANTE, and must trigger policy change, and must also incorporate the issue of “welfare and social inclusion” (not only of “growth”). Secondly, the issue of employment is very important, but the problem is that jobs do not take people out of poverty. We are not getting a clear message about the protection of universal services, and the need for having jobs that enable sustainable livelihoods. Thirdly, it is important that the Commission does more to support the engagement of civil society, and develops guidelines for the participation of civil society in monitoring, implementing and proposing new measures through the Semester. To help this engagement the Semester Officers could support the engagement of such groups who work closely with people in poverty as we have no money to  engage and do lobbying as the large corporations.

Raquel Lucas, EC

For these issues, they have the Semester Country-Specific Recommendations (CSRs)
. She does not agree with the statement that the Commission’s interventions always have a negative effect. For example, in Hungary they had the opposite, positive effect, because they helped to raise the low level of services (including Minimum Income). The issue of job quality is worrying, as mentioned in the CSRs. With regard to the guidelines for involving civil society, this is something they envision, but unfortunately, they cannot get there, because Member States are opposed to it.

III A deeper and fairer Economic and Monetary Union What are the challenges in deepening the EMU? What would a fairer EMU look like? What's in it for citizens?
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Stefan Olsson, EC 
(No picture on the Internet)

Head of Unit, Social inclusion and Poverty reduction, Directorate General for Employment, Social Affairs and Inclusion
They work closely with DG ECFIN, particularly in relation to the Semester and Europe 2020. This morning, they reviewed the social aspects of pensions, with the Economic and Social Protection Committee. When he started in 1996, he worked on the issue of equal opportunities for men and women: “I came with the Swedish perspective. At that time, we made a very powerful European legislation, but could not reach the heart of the matter, because it is necessary to consider the resources that depend on the Member States, as individual taxation, resources for reconciliation, etc.” At that moment, there was much opposition to the common taxation. However, the Commission clearly told many countries that their taxation conditions did not allow or encourage equal opportunities; therefore, they should change them. Now, with the crisis, there are many needs to coordinate both aspects. An example is Minimum Income in Greece. In order to do this, they need help to create a system, and provide them with the funds. This cannot be done with other countries, because they are not in a Troika program. 
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 Outi Slotboom, EC 
(No picture on the Internet)
Head of Unit, Policy coordination and strategic planning, Directorate General for Economic and Financial affairs
Rue de la Loi 170/Wetstraat 170 
1049 Bruxelles/Brussel 
Belgique* 
Tel: +32 229-67296/51493 (No email available)
The European economic integration we know today, the benefits of which every citizen and business can feel on a daily basis, is the result of a progressive evolution – one still underway – that can be broken down into four main stages, which logically succeed each other:

· the Free-Trade Area

· the Customs Union

· the Common Market

· the Economic and Monetary Union
The last stage, which we are in at the moment, is marked by the creation of an Economic and Monetary Union. The main idea is that a single currency (the Euro) will eliminate the possibility of creating new, purely monetary obstacles by means of different exchange rates. Furthermore, this single currency facilitates commercial transactions by eliminating exchange costs. It also gives the EU a stronger voice in the global economy. Finally, at a symbolic level, a single currency contributes to the emergence of a European identity. 
In December 2012, the Heads of State and Government of the EU (the European Council) adopted a roadmap for the completion of the Economic and Monetary Union, based on proposals formulated by the President of the European Council, Herman Van Rompuy. Robust, stable and sustainable monetary union should be based on four pillars:

1. An integrated financial framework via the introduction of a banking union (strengthening the rules on capital requirements, introducing single supervisory and resolution mechanisms for detecting and winding-up defaulting banks and mechanisms to guarantee saving deposits)

2. An integrated budget framework (including ex-ante coordination of national budgets, joint decision-making and increased monitoring of Member States experiencing financial difficulties).

3. An integrated economic policy framework (setting up, at national and European level, policies which promote sustainable growth, employment and competitiveness and which are compatible with an effective functioning of the EMU)

4. The need to ensure democratic legitimacy and the ownership by the Member States of the decisions taken within the context of the EMU.

They have begun to monitor the implementation of the CSRs. There were many recommendations about social and direct taxation, and there is less progress than expected.

Graciela Malgesini, SP 
In his Opening Statement, “A New Start for Europe: My Agenda for Jobs, Growth, Fairness and Democratic Change. Political Guidelines for the next European Commission” (Strasbourg, 22 October 2014), Mr. Jean-Claude Juncker said that his key task was to rebuild bridges in Europe after the crisis. To restore European citizens’ confidence. To focus our policies on the key challenges ahead for our economies and for our societies. And to strengthen democratic legitimacy on the basis of the Community method. He spoke about Social Standards, as Minimum Wage and Minimum Income, as ways to higher social cohesion and good standards of living for all Europeans. My first question is about the consistency of these statements and the current Economic Adjustment policies applied to countries as Spain, which create more inequality and poverty. A second question is about the consistency between the Social Investment Package of February 2013, and the Operational Programs approved under the new Structural Funds framework.
Stefan Olsson, EC 
The financial package is related to EU2020. They have worked with DG Employment and DG REGIO, insisting very much on the CSRs on the issue of child poverty; also, during bilateral negotiations, there was much insistence on measures in the ESF and FEDER Operational Programs. There are also indirect measures that could help tackling child poverty. But we know that they require co-financing, which may hinder the chances of doing more.
Sian Jones, EAPN EU
EAPN in its assessment from it’s members has highlighted both the positive and negative CSRS in terms of its impact on poverty. Unfortunately, the CSRs are currently not coherent as a package, ensuring that economic objectives deliver on shared prosperity, poverty reduction and other social objectives, not undermine them. The issue of social standards is important for people to feel part of the EU – progress on the idea of a framework directive on adequate minimum income would be a big step forward and a sign that the EU meant business in reinforcing a social EU.
José Leandro, EC

We face different realities in each MS. From his point of view, there are two drivers of exclusion and poverty: dysfunctional labor markets (duality) and the issue of capacities (the education system). In the latter, he thinks that the lack of educational skills redress or amplify inequalities.
Michal Palenik, SK 
A fairer EU means “more equal opportunities”. However, the Common Agriculture Policy is an example of unfairness to many countries, as are other dumping taxes, labor dumping, etc. There is a need for more legislative EU coordination. Nevertheless, this does not happen. The problem of unemployment in Slovakia is partly our problem, but also is an European issue, because the Commission has allowed the government to do not allocate funds in programs to address the social inclusion of the Roma groups, living in ghettos. There is not enough insistence that jobs must have living wages.

Outi Slotboom, EC 
The CSRs are not fully accepted by Member States. Many of them do not like the Commission's control, but the single market requires those controls. For example, Luxembourg will change some tax issues, to avoid the subject of dumping. 
Nevertheless, the problem of mobility can lead to erosion of basic conditions that must be coordinated. She has long been involved in the development of CSRs; they have experts who sit in country teams, and they come from different disciplines and have different perspectives. What you see in the CSR is the tip of the iceberg! However, Member States are always upset. There is an effort in this year, more than ever, to show the social and distributional impact, especially in countries with risk of macroeconomic imbalance. They are accused of not treating Member States with the same yardstick, because in some cases the Commission does not make many recommendations. The answer is that “each country has problems, but they are not all the same”. This is why they make comparisons on common issues, on the Semester’s web (36 thematic papers).

Maria Adele Farruggia, Malta
We are losing the trust of the people ... We must think more of people, since they all have the same needs, regardless of the country they live in. We need to create a more strengthened, socially included Europe, driven by a stronger governance. The CSRs are good tools, but we have to think more about the Europe that we want. We are not Americans or Arabs. Our identity has to be strong and differentiated, the rest has to be part of a practical and continuous solution. For example, talking about the Structural Funds, there are good projects that start and succeed, but then are interrupted due to lack of funding. You must restart again and again. If they don’t receive support, NGOs are alone. And Europe is far away!
José Leandro, EC

But when we are more intrusive, they accuse us of being the bad cops. Even more than the IMF! 

Michelle Murphy, IE
Fiscal CSRs dominate over the other pillars. There is a Recommendation on Child Poverty, but the Irish government says they cannot invest in it, due to the Fiscal Compact. The other issue is that there are millions of people who will never have jobs in Europe. We have to increase corporate taxes at least 10% to fund the Minimum Income, to keep them. But if it is increased, the threat is that companies are going to relocate to another country ... and there will be more unemployment. With these restrictions, people will not be in favor of the EU. You need to have more European goals, especially now that many Member States are entering election periods.

Sian Jones, EAPN EU
With the incorporation of the social area into Europe 2020 and the Semester, we partially lost depth while analyzing the social situation , as we had with the Open Method of Coordination (OMC) which allowed a detailed analysis of the challenges and solutions based on agreed Common Objectives. This learning, this experience we developed, have not been continued. Whilst it is crucial to have the social inside Europe 2020s, the Social OMC is important to provide this detailed base for a social agenda to feed in. The argument about “growth and jobs first” does not stand very well. Proof is that, before the crisis, while we were in a growth cycle with high unemployment, the poverty rate was not reduced. Trickle down theory will not work, we need to look at the type of growth and jobs, and support inclusive welfare states based on  universal social protection to have an impact.

José Leandro, EC
The problem of the duality of the labor market is dysfunctionality; the case of Spain proves that reforms are not enough.

Stefan Olsson, EC 
The OMC was fine, but this Commission is going in another direction. It's about 10 priorities and all DGs go together, in the same direction. Now it is better, because the level of coordination is greater.

Jukka Haapakoski, FI
I agree that the CSRs have an impact, but mostly in financing, not directly in the social aspects. The Public Procurement Directive is a good example of positive impact. You have to do more at EU level, on the subject of social enterprises. It would be nice to have a call for proposals. Another issue is preventing the wear of the tax base, which is a strong debate in Finland.

Skirma Anna Kondratas, Lithuania

The CSRs are important to the Lithuanian authorities, who want to be "European". Therefore, it is important to incorporate European values ​​such as anti-discrimination, equal opportunities ... This task could be stronger, because in Lithuania taxes are regressive, and inequality is high. They could also insist on greater policy coordination, among the ministries, in order to have a real impact on a multidimensional issue like poverty.

Paula Cruz, EAPN Portugal
Speaking about the drivers of poverty and social exclusion, of course adequate jobs and education are important but it’s also important to add the improvement in social protection system. This is quiet important for Portugal because with troika and the financial crisis there have been many cuts in social services/benefits in Portugal. And when we look to CSR, they highlight that austerity measures had impact in poverty and social exclusion but then there are not recommendations on this. CSRs do not give room to the issue of poverty. However, in the assessment report this is explored and it seems that this will change in the near future.
Also, considering employment there are measures to improve youth unemployment but there are no evaluation of these measures and we think that they are contributing for precarious work and they are not adequate and they are contributing for increasing vulnerability.

In what concerns the Commission’s "intrusion" sometimes is good, but what happened in Portugal was that there was no dialogue. Perhaps this will change also because we are here today and this is a positive issue.
Graciela Malgesini, SP

Gender inequality and female poverty are invisible issues in EU2020. There is a problem of pensions (39% gender gap), labor market (wage gap of 18%), gender discrimination ... There are plenty of examples. There are EUROSTAT data that provide a complete overview of these topics. And the Commission is not acting in order to tackle these problems, nor are the national governments.
Maria Adele Farruggia, Malta

I totally agree. There are a number of specific difficulties for women, and the CSRs do not mention them. In Malta’s, there was only one mention, which referred to “improving access to employment”. In practice, women suffer from a constant contradiction between the options of family or career-path. 

Outi Slotboom, EC
There are a number of CSRs that mention the issue of women’s employment. It is easier to harmonize fuel taxes in the EU, than to agree on social issues. On the subject of CSRs, the Commission has put more emphasis on the quality of public finances, than in merely controlling the deficit. Taxation has to be more inclined to growth, to protect the investments ... but these proposals are not always heard. With respect to the OMC, the process is not completely closed, but it is true that the Commission goes in other direction. With reference to the EU2020 goals, the process is open, and will be reviewed in accordance with the public consultations. One of the clearest conclusions is that EU2020 headline targets, the Semester and the flagship initiatives are not sufficiently linked, and which will be reviewed as well.
Michal Palenik, SK
The EU2020 is not linked to taxation. I look forward to the matter of the Public Procurement Directive. Concretely, he requested the Commission representative to elaborate a manual on how to put into practice the theme of social clauses.

José Leandro, EC 
You are talking about long-term unemployment in Slovakia; but why is it such a big problem?

Michal Palenik, SK 

Long-term unemployment in Slovakia has historical reasons; there have been significant percentages of unemployed during decades. There is inertia. What governments do is to try to keep unemployment figures low, as it is not possible to reduce it.

Stefan Olsson, EC

Social considerations of the Directive can help.

Sian Jones, EAPN EU

You need to include the issue of access to quality services- social services but also energy, transport, digital inclusion; it is important to see social protection and services not only as a growth factor, but also as automatic economic and social stabilizers.
Paula Cruz, PT

You said that you would monitor the use of Structural Funds; how are you going to do this?

Stefan Olsson, EC
We will look at thematic objectives on social inclusion; how the governments are programming and how much money they have invested. We have to guarantee that those funds are properly absorbed.

Graciela Malgesini, SP 
Do we have any direct channel to communicate important delays, misuse of funds and other problems, related to the themes of the Structural Funds and the earmarked 20% for Social inclusion?

Stefan Olsson, EC
He says that the way to communicate these issues is through his email, or through their Head of Unit in the organization chart of DG Employment. There is a great opening to learn about these issues.
IV Tax reform and fair taxation. What reforms are needed to ensure that taxation is growth-friendly, efficient and fair? 
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 Roy Dickinson, EC
Advisor, Resources and communication, Directorate General for Economic and Financial affairs, European Commission
This session summarizes the policy debate on fiscal union, in particular focusing on strategies for a Euro area instrument for stabilisation of asymmetric shocks.  
Two dimensions are essential about a central fiscal policy framework to be labelled “fiscal union”: (i) the mechanism for pooling resources to provide for expenditure, and (ii) the governance of this mechanism.

There are discrepancies between economists and about how taxes affect the most vulnerable sectors and environmental issues. This session deals about the taxation policies in the EU and we want to poll your opinion on how they impact on the EU societies.
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Thomas Hemmelgarn, EC
Head of Sector, Economic Aspects of Taxation, Directorate General for Taxation and Customs Union 
I have my own about what is fair taxation, but these are related to the social structure and cultural conception (sic) of justice in each Member States. Tax is a contract between society and government, but then what we tax is the key issue. There are theories about fair pricing. One is horizontal, another is vertical (people with different capacities to pay will have to be taxed according to their capacity, and this is one of the greatest problems in taxation, define those skills and that creates many practical problems). The Global Standard of Information Exchange is a system for estimating those bases. When you enter a value system, things get complicated, because some say that growth is hampered when there is too much wealth distribution, and there are also those who say that if too much wealth is concentrated, growth is damaged as well. As economists, we believe that taxes must be "neutral", while having effects on the behaviour of economic actors. That there should be a broad tax base and low taxes.
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Florian Woelhbier, EC
Deputy Head of Unit, Revenue management and tax policy issues, Directorate General for Economic and Financial affairs
The Annual Growth Survey 2015 established priorities. It sets out what more can be done at EU level to help Member States return to higher growth levels. To strengthen and sustain the recovery the Commission proposes to pursue an integrated approach to economic policy built around three main pillars, all of which must act together – boosting investment, accelerating structural reforms and pursuing responsible growth friendly fiscal consolidation.

The adoption of the Annual Growth Survey kicks off the European Semester of economic and budgetary policy coordination. It proposes to streamline the process, with a view to increasing political ownership, accountability and acceptance of the process, to strengthening its credibility and comparability across Member States and to improving the implementation of the country-specific recommendations.

The European Semester process makes sure that Member States keep their budgetary and economic policies in line with their EU commitments (debt and deficit commitments under the Stability and Growth Pact, economic reform plans enshrined in their 2014 country-specific recommendations, and the long-term growth and jobs targets in the Europe 2020 strategy).
Proposed improvements to the fiscal problems in MS:
1. Growth-friendly tax shift away from labour. Improving labor taxation, remove as much evasion as possible.

2. Widening tax base and more issues related to individual types:

· More tax on housing

· The issue of bias debts in business taxation (CCCTV is blocked)

· Expansion of the VAT base

· Expansion of environmental taxes

3. Improving tax compliance – harmonized action on tax evasion and avoidance.

4. Improving governance, while keeping into account the distributional effects.

There is also the question of where the taxes are paid.

The Financial Transaction Tax is a system supported by 11 members, but there is no global consensus.

Graciela Malgesini, SP
I want to make the following remarks. First, taxation is not neutral; it is a causative factor in the concentration of wealth. Second, is it fair to keep on putting pressure on the actual taxpayers, when there are large chunks of the Member States economy (12% of the GDP in average, according to the OECD), which are submerged or black? In some cases, such as Spain, with a black economy that is at least 23% of the GDP, there are political decisions to keep it as it is. One example is that of the sex industry, which represents more than 1% of GDP, and that remains submerged due to the political decisions of different governments. Instead, as a way of compensating this evasion, authorities rise the VAT and other taxes. I repeat the question: is it fair? Third, VAT (an indirect tax that is paid through consumption by consumers) deeply affects families with lower incomes. Finally, I disagree with the data exposed by Mr. Florian, in his table says that VAT has fallen in Spain since 2012, and the truth is that the last rises in VAT happened in 2012 and 2013.

Michelle Murphy, IE 
They demand a Transparent Package. They favor a reduction in the tax base of wages, but there are many debates going on now.
Per K. Larsen, DK

He wants to raise the situation of taxation in Denmark, a country characterized by high levels of welfare and high levels of progressive taxation. Along history, governments have understood the tax in the context of this social contract. However, now with the social cuts promoted by the European Commission, this contract is weakening. They continue to pay high taxes, but these are less progressive and followed by an increasing inequality. Is there a trend towards European harmonization, so that we all pay more or less the same taxes, regardless the different welfare states?

Thomas Hemmelgarn, EC
Responses to very interesting questions and remarks:

· Yes, taxes are not neutral in the social sense. It is better to assess the entire base and then "offset" potential problems that are generated in certain households, for example. They believe it is more efficient, although then there is a need that the authorities develop better social policies.

· Wealth concentration exists and is very diverse in the Member States, but is not as strong as in the US.

· Concerning the black economy, it is clear there is a need to bring it into the formal economy. However, he believes that not much revenue involved in the evasion of the domestic service sector or similar trades ... Decisions on the legality or illegality of certain activities, such as prostitution, are difficult to make (I reply that there are 36 million sex customers in Spain).

· They are in favour of abolishing preferential arrangements. There is a code of ethics.
· In response to Per’s remark, he believes that citizens must decide the level of public goods, and even how much they are willing to pay in taxes. 
· There is a document, Tax reform in EU members in 2014, with country information.
Sian Jones, EAPN EU

We need to have a broader discussion. We should not be naive about “neutrality”, and have a debate about the purpose of tax. It is not just for growth,there is a distributive purpose of taxation – to contribute to the kind of state and society we want. It is part of a social contract with the citizens. We have to consider a vision of inclusive growth in the approach to taxation, in order to support a fairer EU, not just ‘growth-friendly’. We have to think about the social impacts of the decisions in that area, as progressive taxation is very important. The thing is that the European Commission is making recommendations on taxation, but not on social taxation or considering the social impact. Why is it so? An example is the case of the Eastern countries and the widespread tax (flat taxes), which levy the same the poor and the rich and the regressive focus on VAT which disproportionately impacts on the poor who spend more of their budgets on basic goods and services.

Michal Palenik, SK

The first remark is to make the technical language easier to understand, and to provide brief explanations for citizens to follow. Secondly, taxation does have a major economic impact, because it makes companies relocate within the EU, for example. In theory, taxes have to go hand in hand with the strategic priorities of the EU, as in the EU2020. Another example is related to the trade taxes. Why do we tolerate the influx of Chinese products, with lower tariffs, which means deprotecting the European workforce? The same with the environmental issue. Finally, what is happening with the financial transaction tax?

Skirma Anna Kondratas, Lithuania

In Lithuania, we have the flat tax. The authorities are trying to make taxation more progressive through progressive taxation of income. However, income is so low that the revenue is not really visible. The second thing is the correlation between economic efficiency and social justice; it has to be a better balance, one can decide to be "less efficient" in the economic sphere, and hold more social goals. The EU officers have to understand the impact on people.

Roy Dickinson, EC 
The Commission is giving more importance to the idea of a more inclusive ​​growth, which was not possible in the worst of the crisis. It is important to open this debate.

Thomas Hemmelgarn, EC

The economy is not necessarily “neoliberal”, there is a long tradition of various distributional theories. Now, there is more visibility of the fiscal issue. Nevertheless,it is true that tax is a social contract, and needs to have a credible base. Paying taxes is morally bound to the quality of management, and production of goods and services to which the administration is committed.

V The role of structural reforms for European Union's jobs and growth challenge. What are the challenges for sustainable growth and job creation in the European Union? Why structural reforms are needed? Which structural reforms? Why it is so hard to implement them?
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 Isabel Grilo, EC
Head of Unit, Structural reforms, competitiveness and innovation, Directorate General for Economic and Financial affairs
“Product market Reforms”. What are these, exactly? The reform of market products addresses what "is not tax, is not financial and is not labour market". All regulations on specific sectors or services markets, such as public administration.

In the country-reports the Commission says what each country needs to reform in order to promote improved business efficiency. Business are “wealth creators” and through them, wealth could be distributed to the rest of society. Why are these reforms difficult to implement? Structural reforms have three characteristics that hinder their implementation:

a) They are important for the growth potential, but may take some time to crystallize. They can carry political costs, but the benefits are not seen at the time when decisions are made.

b) They benefit many sectors and actors of the economy, but their costs could be mostly supported by concentrated groups of society. Often, these affected groups are well organized, compared with consumers and more dispersed actors. Therefore, they defend their vested interests, which might be harmful to the whole society, because they are usually based on channelling benefits from other actors. Even the government may have their own vested Interests (for example, public employees and officials who refuse to change); a part of the administration may want to stay with the status quo and not go into reforms, for example.
c) In terms of economic policy, credit and benefits will be capitalized by the "new government", not for the one that has to support the costs. As Mr. Juncker said: "We know what reforms do, but we do not know how to be re-elected after them".
 Jeroen Jutte, EC
Head of Unit, European Employment Strategy and Governance, Directorate General for Employment, Social Affairs and Inclusion
My field is the European Strategy and Governance. The crisis has shown the weakness of the labour market in the EU. Although we now have five million unemployed less than a few years ago, youth unemployment is still huge, and all this may have consequences in terms of pension contributions and social security. We are concerned. Therefore, the subject is given priority on the political agenda. If we want to describe how the crisis affected the various Member States, there is a variety of situations in size and duration. The best performers were those who had more flexible institutions to act against the crisis; those that did not block decisions. Second characteristic: they had more dispersion of the economic activity. Third, the ability of stakeholders to negotiate, to discuss and make commitments. We could see many differences in the reactions in terms of poverty; economic stabilizers did work, but at a high economic cost. It is important to make sure that the system is sustainable.

Progress has been made, although not at the pace desired by the Commission. There are improvements in job creation, competitiveness, and there are efficiency gains.

In terms of the broader agenda, we have the Annual Report, which gives further guidance. We have the Employment Guidelines, each year, but this Commission proposes new ones, which take into account technological and communication innovations. We have to seek economic rationality and a clearer social balance.

Reform is limited in the field of wages taxation. If you want to encourage hiring, you have to improve this, especially with regard those sectors with less income. The issue of energy is also important, as it affects competitiveness costs. Progress must be made in education and training. In other countries, there are problems with minimum wages. The upgrade system is not transparent. There is little progress in the fight against poverty. These matters should be changed. The efficiency of social benefits, the increase or create programs for Roma. Slight sustainability of pensions in relation to increased life expectancy. However, political decisions are important in this field. Another aspects, the excessive diversity of contracts, must be changed, particularly in Spain and Italy.

The minimum wage is controversial. Family benefits are too. The Commission is trying to do their best for sustainability, with meditation solutions and compromises between sectors, which may be politically acceptable.
Graciela Malgesini, SP

I want to make three remarks, concerning unemployment and non-contributory benefits.
1. Part of the inefficacy is related to an obsolete conception of social dialogue. We are using a concept, “social dialogue”, which was developed in the beginning of the XX century, with a Fordist industrial configuration, and which is no longer representative of a modern economy, which mostly relies in Services and Robotization. In Spain, for example, the business structure is made of 90% small enterprises, with one or two workers, and an increasing amount of self- employed. The powerful companies, who control the Employers’ corporation, do not represent these actors. Besides, there is a 26% of the overall population, which is unemployed, and they are not affiliated, nor represented by the current trade unions. Finally, there is a 10% of working age people who cannot work at normalized jobs, due to disabilities, chronic illness, addiction and other problems. Consequently, there is a need to revise the concept of “social dialogue”, in the sense of incorporating other key actors, as the Social NGOs, who assist and protect the interests of some 10 millions, only in the Spanish case.

2. These recipes may work, or may not work. Economic theory is not monolithic, and there are different approaches. Regarding the labour market, the case probably is that the Commission may have good intentions, but they suffer from bad translations and worse implementation, at the Member State level.

3. Discrimination is not clearly tackled by the Commission (for example, at the CSRs), although it is a growing and complex problematic. In the case of Spain, 73% of part-time jobs are in women’s hands. There is a steady gender pay gap, around 18%. These aspects will reinforce gender pension gaps. In addition, ethnic discrimination has risen. Anti-discrimination Directives are not monitored and seriously taken into account. Are they a “perk”, only for the wealthy cycle of the economy?
Skirma Anna Kondratas, Lithuania 
In Lithuania, we had similar problems. I agree on the lack of representation of the current social dialogue.

Michal Palenik, SK 
In Slovakia, employers (a “social monologue”) monopolize the negotiations on matters, such as the top worked days in the case of workers’ dismissals, and other key issues. Social inequality is huge among full-time employees, and those who are unemployed. 

Jukka Haapakoski, FI
In Finland, we have reforms of the public employment service. This was positive, in the sense of controlling the public deficit. However, these layoffs are transferred to the unemployment chapter of the Budget.

Jeroen Jutte, EC
These are the comments on your remarks:

· We know the situation in Slovakia. It's complicated.

· Finland is living in a post-crisis situation. The Nokia crisis has been stabilized, but not in a positive way: there is little job creation, and the business fabric needs to grow.
· Social dialogue. Yes, there is lack of transparency. The problem that this dialogue is not as representative as it should be is real ... But we know that the Spanish government is talking to other sectors of the population.

· Market segmentation: It is mentioned in the Country-report and will be one of the recommendations CSR, this year.

· Discrimination: we have to work on the implementation of European legislation; discrimination may be an example of what needs to be strengthened.

Agnes Hende, HU

In Hungary, we have good employment data, but those people who work in subsidized jobs, at the public sector, have almost no rights, no training or retraining. Therefore, there situation is becoming chronic, while their income is below the poverty line.

Jeroen Jutte, EC

He agrees with what the Hungarian representative says, and this should change. However, Hungary is not in the Eurozone, which makes it more difficult.

Elke Vandermeerschen, EAPN BE 
It is obvious that our social protection system was quite successful as economic stabilizer against the consequences of the crisis. On the one hand, the Commission is recognizing this, on the other hand, the CSR’s for Belgium are quite CSR worrying. In the CSR’s we read recommendations to dismantle our social protection (and wage indexation) system.
Jeroen Jutte, EC

The system is quite untenable in Wallonia and Brussels, the issue of unemployment is getting bigger.
Per K. Larsen, DK

In my professional work, I have found that there are people who cannot work, many of them for their mental conditions. You cannot rely in the fact that “everyone can get a job”. When I listen to you, Mr. Jeroen, it seems that you are arguing in favour of the Employers’ organization.... This position ignores the social and human issues. In this sense, the Minimum Income are a key instrument, they must continue and the income they provide should allow a suitable living standard. High minimum incomes are not structural hindrances against growth, as Jeroen indicate, it is quit opposite: High minimum incomes gives more security among employed people, more consuming of goods and services, more growth and better integration. Countries like Denmark with high minimum incomes manage the economic crisis better than member states with poor and low minimum incomes. 
Graciela Malgesini, SP

EAPN has carried out a project, funded by the European Commission, about the Minimum Income in the Member States. The report showed a positive correlation between decent levels of Minimum Income and low unemployment levels. 
Jeroen Jutte, EC

Correlations can be doubted… In my first years of university, when I took my first course of macroeconomics, the professor said that there may be a correlation between the prices of bread and "the bicycle thefts"… (sic)

Laughs.

End of the Seminar.
VI Participants’ key messages
· The Commission seems to have forgotten the social dimension and must counterbalance the one-sided Economic Governance approach.

· Participants stated that social policy needed to be put on a par with macroeconomic objectives, to avoid long-term burdens on national economies and to decrease the inequality level.     
· Participants criticised, with different discourses and examples, the current neo-liberal political approach to the EU’s economy and pretended solutions imposed on countries under the corrective arm of the Stability and Growth Pact: austerity, often sold as fiscal discipline, excessive market liberalisation and increased 'flexibilisation' of the labour market, which leads to lowering protection standards for workers and employees. More inequality, more poverty and discrimination.

VII Following steps

· Strong advice in contacting our Semester Officers in the Member States. Mr. Roy said “they have been recently encouraged to be open to civil society interactions”.
· Open path to inform about abnormalities in the implementation, heavy delays, misuse of the Structural Funds, by email to Stefan Olsson, EC or by direct email to the Member State responsible in the EU Commission’s organigram (more difficult, perhaps).
· Need to keep on working on the Semester, as this is the key driver mechanism of the forthcoming years in European convergence and monetary union. This is a quite technical work, so maybe there is a need to do some capacity building.

· Possibility of contacting the EU Commission’s officers who participated in the Seminar, who manifested their willingness to be in touch with the different perspective offered by the civil society organizations.

· (Raquel Lucas) Keeping track of a report containing the social assessment of EMU, which will be discussed at the June Council.
VIII Background information
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Public Finances in EMU – 2014

http://ec.europa.eu/economy_finance/publications/european_economy/2014/ee9_en.htm

This annual report presents a review of key policy developments and analytical findings in the area of public finances. This report presents the (i) recent developments in public finances; (ii) latest improvements in the EU budgetary surveillance framework, including the current status of medium-term budgetary frameworks in the EU; (iii) a comparison between budgetary targets in the planning and the implementation phase, using the information contained in the SCPs since 1999, and (iv) an assessment of the effectiveness of expenditure-based consolidations in ensuring sound public finances in the EU.

Quarterly Report on the Euro Area, Volume 14 No 1

http://ec.europa.eu/economy_finance/publications/qr_euro_area/2015/pdf/qrea1_en.pdf
In this Report, they remark the article: “Housing taxation: from micro design to macro Impact”. This Report’ssection discusses housing taxation from an efficiency and equity standpoint, highlighting the fiscal and macroeconomic consequences of the current tax rules. On the fiscal side, the relatively low contribution of property taxes to government budgets means that the favourable treatment of owner-occupied housing, through exemptions and relief measures, entails a revenue cost. These tax expenditures can lead to distortions in tenure choices and the allocation of capital and moreover, may ultimately contribute towards higher house prices, thus working against their intended aim of fostering home ownership. The tax break granted to mortgage interest payments also encourages highly leveraged housing investment and the accumulation of high household debts. Distributional issues, particularly when it comes to indebted households, should be taken into account when considering tax reforms aimed at enhancing the efficiency of housing taxation. 
Tax reform in the EU Members States in 2014. Tax policy challenges for economic growth and fiscal sustainability.

http://ec.europa.eu/economy_finance/publications/european_economy/2014/pdf/ee6_en.pdf
A country's tax system affects its government revenues but also has broader economic and societal implications. The question how to effectively address these different dimensions is at the fore of policy discussions in the EU and its Member States. Carefully designed tax systems can help redefine the triangle between sustainability, growth and fairness, objectives which have become even more important in the aftermath of the most severe economic crisis since the 1930's. The three objectives are sometimes viewed as contradictory, with a focus on one element implying negative consequences for the others. While some trade-offs exist, Member States can at the same time help ensure stable public finances, boost growth, employment and competitiveness, and contribute to a fair distribution of income by changing the tax structure in a balanced way and by improving the effectiveness and efficiency of the system. The annual Tax Reforms Report aims to make a contribution to these discussions by scrutinizing reform trends and providing in-depth analysis of challenges and possible solutions in key areas of tax policy. At the same time, applying an indicator-based, the report identifies Member States that may have room to further improve their policies in specific areas. By making available data and analysis in a timely manner, the report provides relevant input to the process of multilateral surveillance. This year's edition of the report aims to further stimulate the debate on tax reform. The first chapter of the report provides an overview of tax reforms that Member States implemented over the past year. It shows that many Member States continue to take measures. While the measures often represent steps in the right direction, in many cases further reforms might still be warranted to address the challenges faced.
� AUDIT REFERENCE MANUAL FOR THE STRUCTURAL FUNDS, Final version of 28/05/2009, GUIDANCE NOTES FOR THE AUDIT AUTHORITIES, 3.1.The Compliance Assessment exercise (under Article 71 of Regulation (EC) 1083/2006) (COCOF 07/0039/01-EN). http://admin.interact-eu.net/downloads/3587/COCOF%2520Audit%2520reference%2520manual.pdf


� In July 2014, the European Commission adopted 149 Recommendations to 26 Member States. The number of recommendations, based on art. 121 to 148 TFEU addressing social protection and social inclusion policies, totalled 41.


� http://ec.europa.eu/europe2020/making-it-happen/key-areas/index_en.htm
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