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(Resolutions, recommendations and opinions)

OPINIONS

EUROPEAN ECONOMIC AND SOCIAL COMMITTEE

517TH EESC PLENARY SESSION OF 25 AND 26 MAY 2016

Opinion of the European Economic and Social Committee on ‘Indigenous coal in the EU energy
transition’

(own-initiative opinion)

(2016/C 303/01)

Rapporteur-General: Dumitru FORNEA
Co-rapporteur-General: Renata EISENVORTOVA

On 19 February 2015 the European Economic and Social Committee, acting under Rule 29(2) of its Rules of
Procedure, decided to draw up an own-initiative opinion on the:

Contribution of indigenous coal and lignite resources to the EU’s energy security.
(own-initiative opinion)

The Consultative Commission on Industrial Change (CCMI), which was responsible for preparing the
Committee’s work on the subject, adopted its opinion on 5 November 2015.

At its meeting of 24 May 2016, the Bureau decided to change the title of the opinion to:
Indigenous coal in the EU energy transition.

At its 517th plenary session, held on 25 and 26 May 2016 (meeting of 25 May 2016), the European
Economic and Social Committee adopted the following opinion by 139 votes to 17 with 54 abstentions.

1. Conclusions and recommendations

1.1 During the energy transition towards the low-emission economy, the EU energy system faces a period of
profound technological, economic and social change that will affect many of the energy sectors, including the coal industry
and hence the coal-mining regions of the EU.

1.2 In some Member States, indigenous coal and lignite are still important for electricity and heat. They contribute
to a secure and affordable energy supply, economic competitiveness and play a stabilising role in the energy
system, both technically and economically.
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1.3 However, the currently active coal-mining regions have to prepare for the phasing-out of coal production to be
in line with EU energy and climate policy decisions on fossil fuel use or for economic reasons.

1.4 The future of regions currently dependent on the use of coal and future living conditions there must be included in
forward planning covering two generations, i.e. 25-50 years. Phasing out the use of coal for energy purposes in these
regions cannot be allowed to lead to their stagnation. In view of their economic and social potential, these regions must be
involved in implementing the EU’s energy and climate policy. The sustainable development of these regions must be
achieved through the guarantee of political, civic and social dialogues which must ensure that there are plans for transition
at national, industry and enterprise levels.

1.5 To preserve energy security, a competitive industry, environmental protection, compliance with GHG emission
reduction obligations and social cohesion in coal-mining regions, the EESC recommends a ‘Transition support plan for
the communities and regions dependent on coal production’ (the ‘Plan’), to address coal industry restructuring issues
during the energy transition so that coal-mining regions can adapt to change.

1.6 The ‘Plan’ might be developed by an advisory group in cooperation with the European Commission and the
European Parliament. Members of this advisory group should be representatives of the mining regions, unions, NGOs,
R&D and the coal industry.

1.7  The Plan should be based on three pillars: (i) political, civic and social dialogues; (ii) economic, social and
environmental investments; and (iii) investments in education, training, research and development, innovation and culture.

1.8 The Plan should encourage regions to change, stimulate innovative development, maintain investment
attractiveness and create opportunities for employment and a decent life. In this transition process, it is necessary to
take full advantage of the know-how and potential of the mining regions.

1.9  Regional authorities, Member State governments and EU institutions must all engage with the energy
transition and the related restructuring of the coal-mining regions.

1.10  The European Economic and Social Committee and the Committee of the Regions have the necessary
experience to be involved in this process, both at the European and national levels. They are also able to provide an
effective framework for the political, social and civic dialogue that is necessary for consultation with people from the coal-
mining regions.

1.11  In respect of the energy transition, one of the main concerns of EU coal-mining regions is the existence of an
adequate institutional and political framework that can boost the public and private investments which will be
needed in the coming years.

2. EU energy transition

2.1 In the last decade, the EU saw major changes in its energy system. The EU is on track to move to a low-carbon
economy and meet its objectives for greenhouse gas emissions, energy efficiency and renewable energy sources in response
to its ‘20-20-20’ targets. In 2014, the EU approved the 2030 framework for climate and energy with a 40 % cut in
greenhouse gas emissions, a 27 % share of renewable energy consumption and a 27 % energy saving. These mid-term
targets aim to help the EU to meet its long-term 2050 greenhouse gas reduction target with an 80-95 % cut in greenhouse
gas emissions.
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2.2 Hence, the EU energy system is moving away from an era dominated by fossil fuels and power generation from
large central power plants towards power generation from renewable energy sources and decentralised plants, while
maximising the opportunities available from increased energy efficiency and better energy demand management.

2.3 The energy transition and the ambitious EU climate policy received strong support in the Energy Union project and
were keenly promoted after the Paris Agreement which sends a clear signal to reduce emissions sufficiently to keep the
global average temperature increase to below the agreed 2 °C limit by the end of the century.

2.4 In order to stabilise the climate, far-reaching changes in the energy systems of all economic sectors are needed (*).

2.5  The energy transition encompasses technological, research, societal, cultural, economic and environmental
aspects and there is a clear implication that this means a more active role for individuals and communities. This process
requires a special focus on research and development as it poses new challenges for the energy system and industry sectors
which have to react and adapt to this situation.

3. Coal and the coal industry in Europe

3.1  The coal industry is one of the sectors deeply affected by the energy transition. For hundreds of years, coal was
at the centre of industrial and societal developments in Europe and worldwide. The European Union itself was created by
the act of a political will to pool the coal and steel production resources of the first six founding Member States ().

3.2 Current concerns about environmental protection, climate change and human health (*), have led to a range of
political and societal approaches that call into question the need to continue with the use of coal and other fossil fuels to
produce electricity and heat.

3.3 With this new political approach, the days of coal appear to be numbered, in spite of the fact that currently, more
than one quarter of the EU’s electricity is still generated by 280 coal-fired power flants in 22 countries. Only six countries
are coal-power free: Cyprus, Estonia, Latvia, Lithuania, Luxembourg and Malta (%)

3.4 While the idea of phasing out coal from the energy mix appears generally accepted in those Member States where
there is no exploitation of indigenous coal resources, the same is not true in the case of the EU coal-mining regions, where
the coal sector provides direct jobs for 240 000 workers. With jobs in the mining equipment industry, other jobs in the
supply chain and indirect jobs, the industry supports close to one million jobs, many in regions with few other
employment opportunities (°).

M In 2015, the G7 countries agreed that a complete decarbonisation of the global economy is needed over the course of this century
and therefore a ‘transformation of the energy sectors by 2050".
A The Treaty establishing the European Coal and Steel Community was signed in Paris in 1951 and brought France Germany, Italy

and the Benelux countries together in a Community with the aim of organising free movement of coal and steel and free access to
sources of production. This treaty is the origin of the institutions as we know them today.

( http:/[www.env-health.org/resources/press-releases/article/eur8-5-billion-in-health-costs

(%  Greenpeace Report ‘End of an Era: Why every European country needs a coal phase-out plan’.

( Eurocoal (2013) Coal industry across Europe, p. 20.
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3.5  Six Member States mine hard coal: the Czech Republic, Germany, Poland, Romania, Spain and the UK. Ten Member
States exploit lignite as a competitive fuel for power generation: Bulgaria, the Czech Republic, Germany, Greece, Hungary,
Poland, Romania, Slovakia, Slovenia, and Spain.

3.6 In these countries, indigenous coal and lignite play an important role for security of supply and so help to
achieve EU energy security and decrease high import dependency. As set out in the European energy security strategy (°),
the EU’s external energy bill represents more than EUR 1 billion per day. In 2013, the total bill was around EUR 400 billion,
i.e. more than a fifth of total EU imports. It was necessary to import 90 % of crude oil, 66 % of natural gas, 42 % of solid
fuels and 40 % of nuclear fuel. In some EU Member States with large-scale indigenous coal production, for example in
Germany and the Czech Republic, about 50 % of electricity is generated at coal-fired power plants. In Poland, this share
exceeds 80 %.

3.7 Alongside its use in electricity production, coal has many other uses. It is used for cement manufacturing and can
be converted to liquid fuels. Other major users of coal include steel refineries, paper manufacturers, the chemical and
pharmaceutical industries, and the food processing sector.

3.8 Coal is also an essential ingredient in the manufacture of specialist products such as the activated carbon used in
filters or the carbon fibre used in aerospace, civil engineering, the military sector, etc. Industrial processes are available for
manufacturing synthetic fuels or the basic chemicals required by industry, such as methanol. From methanol, it is possible
to manufacture a wide range of petrochemicals which are now produced from other fossil fuels.

3.9  To achieve the goal of a resilient Energy Union with a forward-looking climate change policy, the EU energy sectors
have to work seriously and intensely on the necessary energy transition. The coal industry has to focus on more efficient
and cleaner use and develop alternative uses for coal. Therefore, the EU should allocate the required funds for research
and development in coal chemistry.

4. Measures for less damaging and more efficient use of coal

4.1  Even if the phasing-out of coal in the EU is expected at some point in the future, in some countries and mining
regions coal will still be used for some decades to come. According to the Lisbon Treaty, Member States have the right to
exploit their own energy resources and to determine the mix of energy sources, knowing that there should not be any
subsidies for energy production and bearing all climate change obligations in mind. However, the coal industry has to
respond to the ongoing energy transition, the movement towards a low-carbon economy and especially the
decarbonisation goal by using all available measures and techniques for a less damaging and more efficient use of coal. In
this respect, several beneficial and proven tools are worthy of mention: efficiency increase, flexibility and cogeneration.

4.2 Since electricity production accounts for the largest use of coal, higher efficiency is an important tool for the less
polluting use of coal. With high efficiency, more electricity can be produced from each tonne of coal and CO, emissions can
be reduced by 30 % or more. Good examples for coal-fired power plants with high efficiency can be found in Germany, in
power plants working with optimised systems technology. These coal-fired power plants are also highly flexible and can
increase or decrease their output quickly, thereby supporting intermittent renewables.

)  COM/2014/0330 final, 28.5.2014.
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43  Cogeneration (combined heat and power or CHP) is an effective and efficient form of power generation, offering
significant benefits, both in terms of energy and the environment. Conventional power generation plants emit waste heat
into the environment. Cogeneration plants capture this heat and utilise it, therefore using the fuel more efficiently. The EU
currently generates 11,7 % of its electricity using cogeneration (’).

4.4 In the medium term, there is a hope that carbon capture and storage (CCS) might play a role in a decarbonised
economy. The existing processes have to be improved at scale, infrastructure and storage must be optimised and the
competiveness of electricity from coal-fired plants with CCS must be clear before taking any action to require CCS. A cost-
benefit and environmental impact analysis should be performed.

4.5  When considering the efficient and less polluting use of coal, alternative uses of coal should also be mentioned, for
example coal liquefaction. Coal can be converted into liquid fuels — gasoline, diesel, and jet fuel or petrochemicals. The
technologies are developed, but the investment and operational costs need to be taken into account.

5. European coal-mining regions and their future

5.1 Situation in the European coal-mining regions

5.1.1  Coal regions are traditional industrial areas, where industrialisation was associated with exploiting the local
mineral resources. The regions are therefore historically related to the traditional sectors of the economy with a major
role played by the heavy metallurgical industry, the chemical industry and the energy sector. These sectors and the
companies operating in them have been exposed to rapid changes in the external environment (market conditions,
competition, customers, technologies) and fundamental internal changes (changes of ownership, the owners’ objectives and
capital strength) in recent years.

5.1.2  In addition to the major changes, some traditional industries have experienced stagnation, withdrawal from the
region or even phase-outs. In some regions, European coal was unable to compete with imported coal or other fossil energy
sources, which caused a dramatic decline in coal mining. To give but one example: 100 years ago, the UK produced around
300 million tonnes of coal each year and employed more than one million miners. Deindustrialisation has caused the loss
of jobs and yet coal extraction companies have remained some of the largest employers in a number of the regions.
The phasing out or complete discontinuation of coal companies’ operations therefore has serious impacts on the relevant
regions. This situation has had a major impact on small and medium-sized companies connected to mining companies.

5.1.3  In many countries, coal regions are characterised by a higher rate of unemployment than the national average
and by long-term unemployment. It will therefore be difficult for any redundant miners to find new job opportunities.
Thus, poverty, stagnation and a deterioration in the standard of living, and the number of socially excluded areas
and people are all growing.

5.1.4  The key problem caused by the rising rates of unemployment is the unbalanced supply and demand on
the labour market. In other words, in contrast to the high level of unemployment, demand for workers is very clear, but
the demand is for skills that meet the labour market’s requirements. The educational profile of former miners, with
manual skills predominating, is not fully compatible with the labour market’s needs in terms of the professional aspect
(qualifications) and the personal aspect (motivation). When a large number of miners are laid off with the closure of a mine,
very many jobs disappear virtually overnight, and this can produce strong local shocks.

() Eurostat figures 2013; published 2015.
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5.1.5  Extraction workers also display a much less developed entrepreneurial spirit and little inclination for
venturing into new businesses. Their lack of enthusiasm for independent business is due to the long-lasting influence
wielded over them by large and powerful mining companies that promoted an employee culture amongst their people,
including an unwillingness to take risks. However, this trend can also be observed more generally. Even university students
would prefer employment following graduation.

5.1.6  The situation is frequently exacerbated by the shortage of promising work and career prospects, less favourable
conditions for running independent business, low liveability indices and substandard innovation performance
with which the weaker role of science, research and development is connected. Public R & D capacities are not
sufficiently developed everywhere and the transfer of knowledge and applications to the business sector is not
working very well. It is also for these reasons that economic transformation is more challenging and difficult, and is not
successful in all cases.

5.2 Restructuring problems in the coal-mining regions

5.2.1 In EU coal-producing countries, restructuring has often been carried out in response to crises, without
adequate political commitments. This has led to dramatic consequences for the quality of life for people in mining
communities. Any reduction in coal production has the potential to create more unemployment, especially in mining
regions undergoing long-term structural decline. Many former mineworkers and workers from businesses linked with
mining face long-term and often permanent unemployment, thereby adding to impoverishment.

5.2.2  Unfortunately, with few exceptions, the relevant European and national authorities have so far pursued an
‘ostrich policy’ in terms of the expected impacts of climate policies on the coal-mining industry, avoiding any engagement
in the appropriate civic and social dialogues with workers and citizens in mining communities. The memory of previous
restructuring exercises, that were carried out on the basis of populist political promises which ultimately did not materialise
in concrete measures for the economic redevelopment of these communities, are even now reflected in an increased level of
mistrust on the part of workers in the ability of the authorities to effectively address the industrial restructuring processes.

5.2.3 At the same time, a low level of empathy and a lack of real understanding of the problems facing the
mining regions can be observed at European and national level. There is a tendency towards excessive politicisation of the
debate on the future of mining in the context of climate policies, especially in the coal-mining regions where coal extraction
activities do not require State aid, but also in mining regions where the coal industry is already in a painful process of
restructuring, politicians avoid the subject, because the transition measures towards a new regional profile do not secure
any immediate electoral capital, are unpopular and need decades to show results.

5.2.4  As there is a clear link between phasing out coal and climate change policy, part of the European policy
dealing with implementing climate objectives must be to help those regions suffering from structural changes, i.c. coal-
mining regions.

5.2.5  There are often situations where local authorities do not have the necessary financial and administrative
capacity to underwrite projects and manage them according to the specific requirements of the European Commission and
national authorities, which is why European funds produce rather limited results in terms of opportunities and quality of
life for people in coal-mining communities.
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5.3 Conditions, possibilities and measures for restructuring coal-mining regions

5.3.1 A fust transition’ (%) for the mining communities can be ensured if the national and European authorities can draw
up a timely, focused plan of measures to: safeguard decent wages and job security for the workers involved; facilitate
training, skills development and redeployment with decent work alternatives; respect human rights and guarantee social
protection measures, including pensions, to support people through the transition; and secure investments in community
renewal, including mine closures and mine site reclamation activities, or the construction and services associated with the
energy transition.

5.3.2  Therefore, these regions will need urgent financial and scientific assistance, not just to evolve towards a new
economic and social model, but also to manage, within a reasonable time-frame, the multiple hazards for human health and
the environment associated with current and historic mining activities. In this respect, Member States’ geological survey
bodies and authorities responsible for mine closures and restoration must cooperate to collect and store mineral and mine
data and map the main risks that are linked with past mining activities, mine closure or mine conservation.

5.3.3  The future of regions currently dependent on the use of coal and future living conditions there must be included in
forward planning covering two generations, i.e. 25-50 years. Phasing out the use of coal for energy purposes in these
regions cannot be allowed to lead to their stagnation. In view of their economic and social potential, these regions must be
involved in implementing the EU’s energy and climate policy. The sustainable development of these regions must be
achieved through the guarantee of political, civic and social dialogues which must ensure that there are plans for transition
at national, industry and enterprise level.

5.3.4  The decline in the attractiveness for new foreign and domestic investors should also be halted; in addition to
the inadequate skill set of the workforce, attractiveness is marred by a shortage of suitable and well-prepared areas for
business properties and of large strategic industrial zones.

5.3.5  Thus, the situation is not easy for former mineworkers in coal regions. Enlightened representatives of coal regions
should appeal to their national governments and together they should prepare for the restructuring and development
of the coal regions well in advance of any planned reduction or phasing-out of coal mining.

5.3.6  Regional authorities, Member State governments and EU institutions must all engage with the energy
transition and the related restructuring in the coal-mining regions.

5.3.7  Nevertheless, coal regions possess a considerable potential for both restructuring and development. A set of
development measures should be prepared, including the promotion of R & D in an innovative environment and embracing
the traditional sectors that have survived in coal regions as well as new expanding sectors.

5.3.8  Existing energy infrastructure and the qualified human resources from the coal-mining regions must be fully
harnessed, and in this respect, among the measures to be supported should be the promotion of public and private
investment. Existing companies and other market players need to invest heavily in new production facilities, including
renewable energy generation facilities.

(®)  ETUC Frontlines Briefing, October 2015, ‘Climate justice: Paris and beyond".
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5.3.9  Feasibility studies might demonstrate that some coal-mining regions not only have a great potential for the
production of solar, wind or geothermal energy, but are also more easily meeting other conditions required for investment
and the deployment of green energy technologies: easy access to land for new production facilities, skilled human resources
or a willingness to be retrained, local public authorities familiar with the challenges of the energy sector and local
communities accustomed to industrial projects.

5.3.10  Current mining companies own or hold under concession, significant areas of land and/or hundreds of
kilometres of underground galleries that can be used in the energy transition. Moreover, most mining units have a reliable
interconnection with the regional and national networks for energy transportation.

5.3.11 In order to trigger further investment from the private sector, which has a key role to play, the European
Structural and Innovation (ESI) Funds have ring-fenced a minimum of EUR 27 billion specifically for low-carbon
economy investments, including energy efficiency. A minimum 12 %, 15 % or 20 % of the national European Regional
Development Fund (ERDF) allocation needs to be invested to support the shift towards a low-carbon economy in all sectors
in less developed, transition and more developed regions of the EU respectively. If the Cohesion Fund (CF) is used for such
investments, the share increases to 15 % for less developed regions (°).

5.3.12  European funds can partially assist mining communities in their efforts towards economic diversification and
energy transition, but much of the investment for economic development has to be provided from the public funds of
the Member States concerned or by attracting new private investment.

5.3.13  The abovementioned aspects must be considered when framing measures to assist the coal-mining regions in this
unavoidable process of energy transition and economic diversification, and the social partners, civil society and people in
general from these regions, must be involved in identifying new avenues of development for their communities.

5.3.14 A ‘Transition support plan for the communities and regions dependent on coal production’ should
encourage regions to make a transition, stimulate innovative development, maintain investment attractiveness and create
opportunities for employment and a decent life.

5.3.15  The Plan might be developed by an advisory group in cooperation with the European Commission and
the European Parliament. Members of this advisory group should be representatives of mining regions, unions, NGOs,
R & D and the coal industry.

5.3.16  The Plan of support to the communities and regions dependent on coal production should be based on three
pillars:

— political, civic and social dialogues,
— economic, social and environmental investments,

— investments in education, training, research and development, innovation and culture.

5.4 Expected development in coal-mining regions

5.4.1  The future of the European coal-mining regions will develop in two directions. In some coal-mining regions,
a rapid or even precipitous phase-out of coal production can be expected, while in others, production may continue for
several decades.

() European Energy Security, COM/2014/0330 final, 28.5.2014, Chapter 3, page 7.
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5.4.2 In the first case, the phase-out may be a consequence of the economic and market situation, which is
complicated, especially in the European hard coal industry which competes with very low-priced coal imports. This makes
life very difficult, even for those mines which were profitable until recently. In some regions, the government or the
companies may decide on mine closures in line with the Lisbon Treaty and the right of EU Member States to decide on their
energy mixes.

5.4.3  For these regions, it would be beneficial to quickly establish a social programme based on best practices from
different EU coal-producing countries having experience with coal phase-out, or which are preparing for such a phase-out.
In this context, the German experience can be useful: in Germany, hard coal mining will end in 2018, as planned. There are
many other former coal-mining regions, for example, the UK, France, the Netherlands and Belgium, all with valuable
experience.

5.4.4  In regions where coal production is expected to continue in the longer term, it is important to focus above all
on the efficient and less damaging use of this coal. In the case of coal use for electricity generation, reducing emissions
will continue to be a priority. The EU has the tools for this: the revised emission trading system which requires zero carbon
emissions by 2058, the directive on industrial emissions and the new BAT reference document for large combustion plants
which is nearing completion.

5.4.5 In the strategy for those coal regions with a longer-term future, research and development will play a very
important role: further increases in power station efficiency will lead to greater reductions in emissions and lower fuel
consumption. Increased power plant flexibility can help to support intermittent renewable energy sources. In addition to
clean coal technologies or the use and storage of CO,, alternative uses of coal should be taken into account.

5.4.6  However, even in the regions with longer-term prospects for coal mining, the priority must be to prepare for the
end of coal mining and the restructuring of the coal-mining regions.

Brussels, 25 May 2016.

The President
of the European Economic and Social Committee
Georges DASSIS
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Opinion of the European Economic and Social Committee on ‘The impact of the conclusions of
COP21 on European transport policy’

(own-initiative opinion)

(2016/C 303/02)

Rapporteur: Raymond HENCKS

On 21 January 2016, the European Economic and Social Committee, acting under Rule 29(2) of its Rules of
Procedure, decided to draw up an own-initiative opinion on:

The impact of the conclusions of COP21 on European transport policy.

(own-initiative opinion)

The Section for Transport, Energy, Infrastructure and the Information Society, which was responsible for
preparing the Committee’s work on the subject, adopted its opinion on 3 May 2016.

At its 517th plenary session, held on 25 and 26 May 2016 (meeting of 26 May 2016), the European
Economic and Social Committee adopted the following opinion by 188 votes to 2 with 4 abstentions.

1. Conclusions and recommendations

1.1 The EESC welcomes the adoption of the Paris Agreement by the 21st session of the Conference of the Parties
(COP21) to the United Nations Framework Convention on Climate Change, and of the intended nationally determined
contribution (INDC) of the EU and its Member States, committing to a reduction in domestic greenhouse gas (GHG)
emissions of at least 40 % by 2030 and by 80 to 95 % by 2050 compared with 1990 levels.

1.2 Ttalso agrees that this objective will need to be achieved collectively on the basis of shared responsibility between the
EU and the Member States, and that new INDCs should be published every five years.

1.3 With regard to transport, the objective of reducing greenhouse gas (GHG) emissions by 60 % compared with 1990
levels is still very ambitious and requires major efforts. Even though the effort-sharing decision for the period up to 2020
(Decision No 406/2009), and the future decision for the period 2020-2030, leave the Member States entirely free to choose
which sectors of the economy will have to reduce their GHG emissions, the Commission has nonetheless suggested making
use of international allowances, should additional efforts be needed, and avoiding additional commitments for sectors not
covered by the ETS (COM(2015) 81); it has also stated, with regard to transport, that ‘deeper cuts can be achieved in other
sectors of the economy’ (COM(2011) 144). The objective of reducing transport-related GHG emissions by 60 % can
therefore still be considered to be relevant and in line with the EU’s general objective under COP21, provided the associated
actions and initiatives are implemented urgently, with the necessary determination and as soon as possible.

1.4 This does not, however, exempt the EU and the Member States from reassessing the various actions and initiatives
undertaken or planned in the White Paper on Transport (COM(2011) 144 final) and the roadmap on a framework strategy
for a resilient energy union (COM(2015) 80 final) to determine their effectiveness, their feasibility and in particular their
adequacy in relation to the objective of decarbonising transport, and then revising them and/or adding new actions and
initiatives as part of the review of the White Paper scheduled for 2016, without adversely affecting the EU’s competitiveness.
Some of these will be legislative initiatives, but most will have to be based on voluntary national contributions aimed at
changing behaviour or habits, an approach that will be critical for success.
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1.5  The EESC would also draw attention to the importance of the proposed efforts by the International Civil Aviation
Organisation (ICAO) to establish a global emissions trading system (ETS) for aviation and by the International Maritime
Organisation (IMO) to monitor emissions from shipping, and calls for ambitious outcomes in the context of the ongoing
negotiations with these organisations.

1.6 It stresses that the polluter-pays principle should be applied flexibly, in particular in the context of remote rural,
mountain and island areas, in order to avoid effects that are inversely proportional to the costs and in order to ensure that it
continues to be useful as a way of influencing choices regarding the organisation of transport operations, while at the same
time abolishing any unfair competition between different modes of transport. The EESC recommends that a comprehensive
organisation of rural transport in the regions should be explored, with a view to meeting the COP21 agreement and the
needs of vulnerable people.

1.7 In any event, application of the polluter-pays principle will not be sufficient to guarantee the transition to a low-
carbon society, making additional measures — such as increasing energy efficiency, promoting electromobility, car-sharing
and co-modality, developing alternative energy sources, developing environmental quality standards and, above all,
promoting public transport — all the more important.

1.8 With regard to bioenergy, ongoing efforts are needed to reach a higher grade of greenhouse gas reductions and to
prevent changes in land use. Therefore the use of residual products, by-products and waste products in fuel production
should be further promoted. There is still some potential in road freighting, aviation and maritime traffic. However, biofuels
are not a stand-alone solution and do not obviate the need to develop and promote solutions that aim to replace
combustion engines with electric mobility and/or technologies based on hydrogen or other alternative sustainable energy
sources.

Finally, it is important not to curb mobility in itself, but to reduce individual motorised journeys where there are viable
alternatives and promote public transport, in the general interest of the environment and to avoid cities being suffocated by
traffic.

1.9  Disinvestment in polluting activities should not be a matter just for governments, nor can it be achieved without
raising awareness and enlisting support along the entire transport chain (construction, transport and users) through
legislative or incentivising — and even disincentivising — measures. Capacity building, technical assistance and facilitated
access to financing at local and national levels are crucial for the transition to the low-carbon transport system. The
investment programmes of the European Union shall then give priority, while integrating all transport modes, to the most
climate effective projects using assessment criteria coherent with the COP21 conclusions.

1.10  The mobilisation of civil society organisations and economic and social interest groups seen in relation to COP21
should be maintained, so as to develop a civic movement in favour of climate justice and disinvestment in polluting
activities.

1.11  The EESC therefore recommends undertaking a participatory dialogue with civil society, as set out in its
exploratory opinion of 11 July 2012 entitled Transport White Paper: getting civil society on board (CESE 1598/2012).

2. Key decisions of the COP21 Paris Agreement

2.1  The United Nations Framework Agreement on Climate Change (to which the COP21 agreement of 2015 refers) was
limited to stabilising greenhouse gas (the main greenhouse gas in the transport sector is carbon dioxide (CO,), which is
emitted during the production phase in the case of electricity and during the operational phase in the case of fuels)
concentrations in the atmosphere at a level that would prevent any dangerous anthropogenic disturbance of the climate
system. On the other hand, the Paris Agreement of 12 December 2015 for the first time commits all 195 signatories to the
said framework agreement to accelerating the reduction in greenhouse gas emissions with the ultimate long-term objective
of keeping the increase in average global temperature compared with pre-industrial levels significantly below 2 °C (by
2100), while continuing measures to limit the increase to 1,5 °C, against the background of the current trajectory of 3 °C
global warming by the end of the 21st century.
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2.2 After the agreement has been ratified, its signatories will have to undertake and communicate intended nationally
determined contributions (INDCs) under a series of five-year programmes with a view to realising the ultimate objective.

2.3 The Paris Agreement is set to enter into force as of 2020, provided it has been ratified by at least 55 States
representing at least 55 % of greenhouse gas emissions worldwide, without prejudice to the (highly recommended)
possibility of applying it before it enters into force.

2.4 On 6 March 2015, the EU and its Member States agreed, in line with the conclusions of the European Council of 23
and 24 October 2014, to a binding target of reducing domestic greenhouse gas (GHG) emissions by at least 40 % by 2030
and by 80 to 95 % by 2050.

2.5  According to the aforementioned conclusions, the target must be delivered collectively by the EU and the Member
States, including by achieving, by 2030, a 43 % reduction in ETS sectors and a 30 % reduction in non-ETS sectors (in each
case compared with 2005), and by participating in a way that balances considerations of fairness and solidarity.

3. Current situation of the EU transport sector

3.1 In its 2011 White Paper on Transport (COM(2011) 144 final), the European Commission already launched an
urgent appeal concerning the need to substantially reduce greenhouse gas emissions so as to keep climate change below
2 °C, noting that it is imperative to reduce GHGs emitted in the transport sector by at least 60 % compared with 1990 levels
and also that ‘deeper cuts can be achieved in other sectors of the economy’.

3.2 Transport is responsible for around one quarter of the EU's GHG emissions: 12,7 % of global ‘transport’ emissions
are generated by aviation, 13,5 % by maritime transport, 0,7 % by rail, 1,8 % by inland waterways and 71,3 % by road
transport (2008 figures). The environmental impact of a transport mode is not always determined by direct emissions
alone, but also depends on indirect emissions due above all to the energy production needed for transport.

3.3 Globally, transportation has the highest growth of CO, emissions of any industrial sector. In the EU the transport
sector has the second biggest greenhouse gas emissions. Moreover, emissions from the aviation and maritime sectors are
experiencing the fastest growth while these sectors were not covered by the Paris Agreement.

3.4 The 2011 White Paper on Transport notes that the EU’s transport system is not yet sustainable, and would do the
following to remedy the situation:

— break the transport system’s dependence on oil without sacrificing its efficiency or compromising mobility,

— use energy in a more restrained way and improve the energy performance of vehicles for all modes of transport.

3.5 In the White Paper on Transport and the roadmap on a framework strategy for a resilient energy union, the
Commission proposes a number of measures to develop a decarbonised transport sector.

3.6 The suggested measures include more stringent CO, emission standards for cars and vans post-2020, measures to
improve fuel efficiency and reduce the emissions of heavy-duty vehicles, and improved traffic management. It is worth
encouraging road charging schemes, based on the polluter-pays/user-pays principle, and the use of alternative fuels
including electromobility, taking particular account of the need to deploy appropriate infrastructure.
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4. Necessary follow-up to the Paris Agreement

4.1  After the aforementioned agreement has been ratified (by 21 April 2017), its signatories will have to undertake and
communicate nationally determined contributions under a series of five-year programmes with a view to realising the
ultimate objective.

4.2 Under Article 4(16) of the Paris Agreement, the European Union can act on behalf of its Member States within a
context of shared responsibility, and will have to notify the Paris Agreement secretariat of the level of emissions allocated to
each individual Member State.

4.3 Under Article 4(9) of the Paris Agreement and decision 1/CP.21, contributions drawn up based on a timetable up to
2030 are to be communicated or updated by 2020, an exercise that must be repeated every five years under a low-GHG
growth strategy to 2050. Progress must be made in each successive contribution compared with the previous contribution
(Article 4(3)).

4.4 Although the European Union has thus set objectives and contributions to be achieved by 2030 and 2050, the fact
remains that the level of global emissions (for all economic sectors taken together) projected by COP21 based on national
contributions in 2030 (55 gigatonnes) is inadequate if the objective is to keep the increase in temperature below 2 °C,
which makes it essential to mount an additional effort so as to reduce emissions to 40 gigatonnes.

4.5  Even though the effort-sharing decision for the period up to 2020 (Decision No 406/2009), and the future decision
for the period 2020-2030, leave the Member States entirely free to choose which sectors of the economy will have to
reduce their GHG emissions, the Commission’s communication on The Paris Protocol — A blueprint for tackling global climate
change beyond 2020 (COM(2015) 81 final) suggests making use of international allowances, should additional efforts be
needed, and avoiding additional commitments for sectors not covered by the ETS. The EESC has endorsed the EU’s position
here (see opinion NAT 665/2015). Furthermore, the Commission maintained in the White Paper on Transport that ‘deeper
cuts can be achieved in other sectors of the economy’.

4.6 In light of the above, and given that the 60 % reduction in GHG emissions in the transport sector had already been
decided on well before the Paris conference with a view to keeping climate change below 2 °C, the EESC feels that this
objective of a 60 % reduction is still relevant and in line with the COP21 decisions.

4.7 It should also be noted that the EU’s INDC does not include its commitments to working within the ICAO to support
the development of a global emissions trading scheme for aviation and within the IMO with regard to the requirement for
shipping to report on GHG emissions. The EU should promote ambitious outcomes in the context of the ongoing
negotiations within the ICAO and IMO.

5. The strategy: specific action needed

5.1  The EESC thus notes that there is significant consistency between the EU’s INDC and the targets set out in various
Commission communications on climate policy measures in the field of transport. However, it remains urgent and
imperative for the 40 action points and 131 initiatives in the White Paper on Transport to be implemented with the
necessary determination and within the prescribed deadlines.

5.2 Nonetheless, when the White Paper is reviewed in 2016 as announced by the Commission, the measures in the
White Paper on Transport relating to GHG emission reductions should be reassessed in light of the EU’s INDC and the
targets set out in the Energy Union package (*).

5.3 The various initiatives undertaken or planned in the White Paper on Transport and the Energy Union package will
have to be evaluated to determine their effectiveness, their feasibility and in particular their adequacy in relation to the
objective of decarbonising transport, and then revised andfor supplemented by new initiatives. Some of these will be
legislative initiatives, but most will have to be based on voluntary national contributions aimed at changing behaviour or
habits, an approach that will be critical for success.

(Y 0] C291,4.9.2015, p. 14.
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5.4  The transition to a low-carbon transport system poses the following challenges:

— reconciling economic and social imperatives,

— reflecting the public interest and environmental imperatives,

— not curbing mobility in itself, but substantially reducing traffic and individual transport by spatial planning and
economic policy in urban and peri-urban centres, and promoting public transport,

— influencing behaviour, including travel habits, with efficient logistics for urban goods transport, including in urban
environments, and promoting cooperative solutions to optimise the use of resources,

— promoting co-modality.

Adequate transport-related activities to curb emissions at national and sub-national level could put cities on track towards a
50 % emission reduction by 2050 compared with business as usual. Isolated solutions that already exist should be
embedded into strategic mobility planning policies that allow better coordination between urban and transport policies.
Capacity building, technical assistance and facilitated access to financing at local and national levels are crucial to deliver on
these objectives.

5.5  The Connecting Europe Facility, the Structural and Cohesion Funds, the European Fund for Strategic Investments, as
well as any other EU programme supporting transport investments in their funding of projects shall give priority to the
most climate effective projects while at the same time integrating the different modes to achieve a European transport
network. The criteria to assess the requests of funding shall include explicit references to the principles corresponding to the
COP21 conclusions.

5.6  Effort sharing between Member States and between ETS and non-ETS sectors — including transport — will be a key
element in the implementation of the EU’s INDC, and must also be consistent with its strategic objectives. This effort-
sharing must reflect the European Council conclusions of October 2014 in order to achieve a balanced result, taking
account of cost-effectiveness and competitiveness. These criteria should hold when the effort-sharing decision for 2020-
2030 is taken in 2016 (COM(2015) 80, Annex 1), allowing for the competitiveness of the EU to be maintained.

5.7  The aforementioned review of the White Paper should also include specific provisions to stimulate a broad debate
with civil society, given that it is essential to gain social acceptance for the measures, some of which are rather unpopular,
and that any measures will be ineffective unless all those whom they affect identify with them. The intensive mobilisation of
civil society organisations and economic and social interest groups seen in relation to COP21 should therefore be
maintained, so as to develop a civic movement in favour of climate justice and disinvestment in polluting activities.

5.8  Initiatives such as the Global Fuel Economy Initiative (GFEI), bringing together countries committed to developing
policies and regulations on vehicle energy efficiency, or the Paris Declaration on Electro-Mobility and Climate Change and
Call to Action, building on commitments of hundreds of decisive efforts towards sustainable transport electrification,
MobiliseYourCity, aiming at supporting cities and developing and emerging countries to create and implement sustainable
urban mobility plans and national urban transport policies, or the Global Green Freight Action Plan, should be promoted
and extended.
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5.9 As the EESC has noted previously (°), participatory governance requires a good organisational and procedural
structure in order to be effective and for the desired objectives to be achieved. Stakeholder commitment to long-term
sustainable development works best if it is organised as a continuous and integrative process rather than being conducted
through one-off or ad hoc exercises.

5.10  The EESC has decided to set up a European sustainable development civil society forum which would provide a
structured and independent framework for civil society involvement in the implementation, monitoring and review of
cross-cutting issues arising from the 2030 Agenda for Sustainable Development and in particular its 13th goal (Take urgent
action to combat climate change and its impacts.). For issues relating to the transport sector, it will be necessary to use the
participatory dialogue run by the EESC and planned for the implementation of the 2011 White Paper on Transport.

5.11  The EESC is also working on an opinion (NAT/684) on building a coalition of civil society and subnational
authorities to deliver the commitments of the Paris Agreement. The Paris Agreement should not create yet another
commitment platform, but rather launch a comprehensive framework that aligns non-state and governmental measures
over the long term. The role of civil society in the implementation of the commitments is absolutely crucial.

5.12  Disinvestment in polluting activities should not be a matter just for governments, nor can it be achieved without
raising awareness and enlisting support along the entire transport chain (construction, transport and users) through
legislative or incentivising — and even disincentivising — measures.

5.13  The strategy of voluntary commitments adopted in the COP21 agreement means that each country only has to
indicate non-binding commitments, whereas introducing a binding emissions standard would certainly be the most
effective solution in terms of achieving the desired outcome from the Paris Agreement. Nonetheless, the effort-sharing
within the EU for 2020-2030 referred to in point 5.5 above will strengthen the commitments made.

6. Polluter-pays system

6.1  Under the Lisbon Treaty (see TFEU Article 191(2)), the EU’s environmental policy is founded on the precautionary
and preventive action principles, the principle that environmental damage should be rectified at source, and the polluter-
pays principle.

6.2 The point is to ensure that the price of environmental damage is paid by the polluters who are responsible for
causing it. However, in the Member States the price of carbon is addressed in climate policies in very different ways. Taxes
are the predominant approach, but these impact above all on jobs and on the purchasing power of the poorest households.

6.3 According to the White Paper on Transport, charges and taxes should be restructured to take better account of the
polluter-pays and user-pays principles.

6.4  The approach envisaged by the Commission entails a polluter-pays system and options available using road charging
as a means of financing the construction and maintenance of infrastructure. The aim of this system is to promote
sustainable transport modes by internalising external costs and guaranteeing financing.

6.5  The EU has an incoherent patchwork of systems including electronic tolls, vignettes, congestion charges and pay-as-
you-drive charges calculated by satellite (GNSS). Moreover, EU rules on road transport taxation for heavy goods vehicles
(the Eurovignette) now apply in only four Member States, while other Member States do not even collect any road tolls at
all. This situation raises serious issues about the development of the single market and for ordinary people, as it is having a
negative impact on economic growth and is exacerbating social inequalities in many Member States. In addition, this failure
to levy road usage charges, quite apart from the environmental costs it entails, could have an impact on competitive
conditions for rail transport, in cases where a railway service is available.

A 0] C299, 410.2012, p. 170.
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6.6 However, it is important for a European road charging system to have a certain degree of flexibility so that it can
take account of the situation in peripheral regions and remote rural, mountain and island areas with low population density
where there are no viable alternatives to road transport, such that the internalisation of external costs would have no effect
on behaviour or the organisation of transport and would simply undermine competitiveness. The economic and social
wellbeing of rural regions is dependent on both a cost-effective and environmentally-friendly transport system. As a means
of curbing transport emissions some governments have introduced different forms of carbon tax, which have failed to curb
transport emissions and added significantly to the costs of families, especially those in rural, remote and mountain areas.

6.7  According to the Commissioner for transport, the Commission is planning to propose a European system for trucks
and private cars by the end of 2016 that would involve uniform rules on toll collection in all the EU Member States based
solely on the number of kilometres covered.

6.8  The EESC welcomes the Commission’s intention to harmonise the road charging system at European level based on
the polluter-pays principle, but feels that the internalisation element of the system will undoubtedly not be enough to
achieve a sustainable transport policy that meets the commitments made under COP21, which calls for additional measures
such as increasing energy efficiency, promoting electromobility, car-sharing and co-modality, developing alternative energy
sources, developing environmental quality standards and, above all, promoting public transport.

6.9  Another measure could be to fix a price for carbon based on economic and social criteria. When oil prices are too
low, as is the case now, it certainly does not send a signal to all those concerned by transport to modify their behaviour and
take measures to reduce their energy consumption. However, stricter standards for fuel, energy efficiency, automated traffic
management and the development of alternative fuels may open up pathways to reduce emissions without adversely
affecting competitiveness.

7. Innovation, research and development, alternative fuels

7.1 The EESC emphasises the absolute necessity for a proactive industrial policy and coordinated R & D to support the
transition to the low-carbon economy. A sustained R & D effort is required to reconcile the inevitable increase in transport
with a reduction in polluting emissions.

7.2 The transport Roadmap indicates that it will be necessary to continue developing biofuels, especially in aviation and
heavy goods transport, while noting that the development of biofuels raises food security and environmental issues. The
Roadmap emphasises that more sustainable second- and third-generation biofuels will have to be developed.

7.3 With regard to bioenergy, ongoing efforts are needed to reach a higher grade of greenhouse gas reductions and to
prevent changes in land use. Therefore the use of residual products, by-products and waste products in fuel production
should be further promoted. There is still some potential in road freighting, aviation and maritime traftic. However, biofuels
are not a stand-alone solution and do not obviate the need to develop and promote solutions that aim to replace
combustion engines with electric mobility and/or technologies based on hydrogen or other alternative sustainable energy
sources.

7.4 The transition to electric mobility must be accompanied by a transition to car-sharing. However, it must still be
borne in mind that, even if we switch completely to engines powered by sustainable fuels, cities will still be at risk of being
suffocated by traffic as long as public transport and efficient distribution systems do not become the general rule.

Brussels, 26 May 2016.

The President
of the European Economic and Social Committee
Georges DASSIS
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Opinion of the European Economic and Social Committee on ‘Decent work in global supply chains’
(own-initiative opinion)

(2016/C 303/03)

Rapporteur: Ms Emmanuelle BUTAUD-STUBBS

On 21 January 2016, the European Economic and Social Committee, acting under Rule 29(2) of its Rules of
Procedure, decided to draw up an own-initiative opinion on:

Decent work in global supply chains.

(own-initiative opinion)

The Section for External Relations, which was responsible for preparing the Committee’s work on the subject,
adopted its opinion on 19 April 2016.

At its 517th plenary session, held on 25-26 May 2016 (meeting of 25 May), the European Economic and
Social Committee adopted the following opinion by 188 votes to 1.

1. Conclusions and recommendations

1.1 The issue of decent work in global supply chains (GSCs), such as textile-clothing and footwear, electronics, minerals,
and agro-industries is indeed a critical issue for all public and private actors involved at national and international levels in
supply chains management.

1.2 The European Economic and Social Committee (EESC) has adapted its internal proceedings in order to be in a
position to give its opinion before the 105th session of the International Labour Conference (ILC) in Geneva on the issue of
decent work in GSCs.

The EESC recommends:

1.3 That the European Commission adopts a comprehensive and ambitious strategy in order to promote with all its
internal (access to EU public procurement, labelling etc.), and external policies (trade, development, neighbourhood policy
etc.) the decent work in GSCs.

1.4  To adopt a common language, common definitions, and to assess the statistical data between the various
stakeholders — OECD, ILO, WTO, IMF (1), European Commission and the World Bank — in order to avoid confusion and
misinterpretation, and to elaborate a coherent policy between the public bodies involved in this field, with various
competences.

1.5  Taking into account the UN Guiding Principles on Business and Human Rights, we need to recognise and promote
the available best practices and initiatives in the existing ‘tool box": the OECD Guidelines for Multinational Enterprises,
OECD sectorial due diligence guidance (textile and garment, minerals, agriculture and finances), trade aid, financial schemes
to compensate damages, codes of conduct, labels, standards and self-assessment tools. The aim is to put in place gradual,
consistent and sustainable policy in the responsible management of GSCs.

" Organisation for Economic Co-operation and Development, International Labour Organization, World Trade Organization,
International Monetary Fund.



C 303/18 Official Journal of the European Union 19.8.2016

1.6 To promote practical and suitable, risk-based approaches that will take into account the specific nature of the global
value chain and the GSC (linear or modular, simple or complex, short or long organisation).

1.7  Based on an assessment of existing practices, to promote the format of multi-stakeholders, involving public and
private actors, social partners, NGOs, experts etc., in order to develop the best portfolio of actions inspired by the OECD
guidelines to identify risks, to prevent and to mitigate them, to communicate and report on the action plan. The measures
involved in the action plans could include both, legislative and non-legislative measures, best practices, financial incentives,
access to training, and capacity building for social dialogue and the trade unions.

1.8 To push for a specific reflection on the kind of transparency tools that could be put in place in order to inform the
final consumers about the social conditions of production.

1.9 That the upcoming ILO conference should consider the possibilities for the ILO to play an active role in securing
decent work along the global supply chains, including exploring the development and future adoption of any relevant and
suitable instruments, that with the commitment of all the stakeholders will contribute to an effective improvement of
working conditions.

2. The issue of decent work in global supply chains: definitions, context and stakes

2.1 Definitions

2.1.1  Global value chain (GVC): this concept emerged in the mid-90s in order to describe ‘the full range of activities
that are required to bring a product from its conception, to its design, its sourced raw materials and intermediate inputs, its
marketing, its distribution and its support to the final consumer’ (%).

GVCs are supposed to favour ‘process upgrading’ (the producer adopts better technology to improve efficiency) and
‘functional upgrading’ (the ability for a producer to develop design, branding and marketing abilities). However, a number of
examples show that it is not always the case.

The issue of achieving a sustainable and responsible management of GVCs is at the top of the international agenda (OECD,
ILO, G7, G20, EU, the UN) given that the increasing amount of trade and investment world-wide occurs through GVC and
that outsourcing and cross border coordination of global production by lead firms have significant social impacts. Some of
them are positive, e.g. better paid jobs, greater female employment, job creation enabling access to employment, skills
development and dissemination of knowledge and technology. Others are a matter of concern, such as precarious work,
poor working conditions (including in the area of health and safety at work), lack of social rights (including lack of social
security coverage), and infringement of human and fundamental labour rights.

This leads to development and implementation of diverse instruments at the national and international level, such as ILO
conventions, OECD Guidelines or UN Guiding Principles on Business and Human Rights (see also paragraph 2.3.3), and
policy frameworks, such as 2030 Agenda for Sustainable Development (*) and the accompanying Addis Ababa Action
Agenda on Financing for Development (*) supporting respect for labour standards and promoting decent work, as well as
further development of trade, investment, private sector and supply chains.

() www.globalvaluechains.org/concept-tools
() http:/[www.un.org/ga/search/view_doc.asp?symbol=A/RES/70/1&Lang=E

d
(*  http:/[www.un.org/esa/ffd/wp-content/uploads/2015/08/AAAA_Outcome.pdf
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2.1.2  Global supply chain (GSC): a GSC is made up of the interrelated organisations, resources and processes that
create and deliver products and services to end customers. As such, it is a part of GVC dedicated to the sourcing and not to
the conception, or distribution of the goods or the services.

A general discussion on decent work in GSCs will take place at the June 2016 session of the ILC (ILO supreme decision
making body). It is meant to help the ILO constituents (i.e. governments, employers and workers) to gain a better
understanding on how engagement in GSCs can help national and local economies to grow in a sustainable and inclusive
manner, contributing to enterprises creation and growth, as well as to promotion of quality jobs and respect for labour
standards. This Opinion is intended as the EESC contribution to that debate.

2.1.3  Decent work: concept formulated by the ILO’s constituents and adopted by the ILC in the Declaration on Social
Justice for a Fair Globalisation (°) — covers national and local programmes put in place in order to achieve four strategic
goals:

— promoting jobs creation, skills development and sustainable livelihoods,
— guaranteeing rights at work and in particular for disadvantaged and poor workers,

— extending social protection for men and women in order to provide adequate compensation in case of lost or reduced
income, and access to adequate healthcare,

— promoting social dialogue through the involvement of strong and independent workers’ and employers’” organisations.

As the world-wide standard setting body, the ILO has adopted a number of conventions being of relevance for global supply
chains. These include fundamental (core) labour standards (i.e. promotion of freedom of association and the right to
collective bargaining, promotion of non-discrimination at work, and prohibition of forced and child labour), as well as
conventions in the area of health and safety at work, labour inspection and others. The countries ratifying them are obliged
to bring their legislation and practice in line with the conventions. Moreover, based on the ILO 1998 Declaration on
Fundamental Principles and Rights at Work (°), all ILO member states are obliged to respect and realise in the legislation and
practice the core labour standards, even if they have not ratified the relevant conventions.

2.2 Structure and weight of GVCs and GSCs in international trade

2.2.1 The wei;ht of GVCs in the world trade has increased rapidly and, according to the WTO, OECD, ILO and
UNCTAD 2013 (), represents between 60 % and 80 % of the international trade and over 20 % of jobs globally (*). The
sectors covered by such interrelated organisational components as conception, production, distribution and consumption,
driven by multinational enterprises (MNEs), include agriculture, industry (e.g. automotive, aeronautics, textile-clothing, toys,
electronics) and services (e.g. call centres, information technologies).

http:/fwww.ilo.org/global/meetings-and-events/campaigns/voices-on-social-justice/ WCMS_099766 lang—en/index.htm
http:/[www.ilo.org/declaration/thedeclaration/textdeclaration lang—en/index.htm
[[unctad.org/en/PublicationsLibrary/wir2013_en.pdf

http:/fwww.ilo.orgfwcmsp5/groups/public/—dgreports/ —dcomm/—publ/documents/publication/wems_368626.pdf


http://www.ilo.org/global/meetings-and-events/campaigns/voices-on-social-justice/WCMS_099766/lang--en/index.htm
http://www.ilo.org/declaration/thedeclaration/textdeclaration/lang--en/index.htm
http://unctad.org/en/PublicationsLibrary/wir2013_en.pdf
http://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/documents/publication/wcms_368626.pdf
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2.2.2  The shapes and structures of those GVCs vary as well: some of them are rather short (small number of activities)
while others are longer, implying economic, social and financial ties between companies established in numerous and
remote countries (from the US, to the EU and Asia). According to Gary Gereffi (°), there are three dominant types of
governance: buyer-driven GVCs and, in most cases, cost-driven (this is the case of the garment and footwear GVCs) and
producer-driven GVCs with some technological competences of the suppliers in developing countries including design and
innovation (electronics).

2.2.3  The GSC being a component of the GVC is based on the relationship between buyers and suppliers and potential
sub-contractors. This ‘chain’ can be shaped in various ways: vertically integrated, captive chain, modular chain governance
(the major suppliers are able to operate independently of the lead firm) or market chains for the commodity markets.

2.3 GSC management in the Corporate Social Responsibility (CSR) Strategy: key players and tool box

2.3.1  The EU definition of CSR recognises the ‘responsibility of the enterprises for their impacts on society’ (*°).

2.3.2  On the basis of a certain number of problems occurring over the last twenty years, particularly in sectors like
electronics, sports goods, and garments, the following issues have been identified, in particular by the OECD, as critical for a
sustainable management by a MNE, as a lead firm, of its GVC and its GSC:

a) identifying the risks of major infringements to human and labour rights, environmental damage and corruption;

b) preventing the occurrence of such risks through a due diligence approach and the implementation of sustainable
management through an assessment of the country risk-profile and the individual assessment risk of the supplier (*");

¢) mitigating risks by coherent, robust and long lasting CSR policies regarding the supply chain: choice of supplier,
requirements and contract with existing suppliers, social audits, and upgrading criteria to assess the progress achieved;

d) reporting to and communicating with various stakeholders inside the company, such as trade unions, and outside the
company, for instance, NGOs or public administration in charge of health and safety at work or the implementation of
the ILO conventions on the improvement of the sustainable management of GSCs.

2.3.3 A wide range of actors: numerous public and private, national, European and international organisations and
bodies are currently working on those issues particularly after the drama of the Rana Plaza (Bangladesh) that killed more
than 1100 employees in 2013:

O ‘The organisation of Buyer-Driven Global Commodity Chain: How US Retailers Shape Overseas Production Networks’, Commodity
Chains and Global Capitalism’, Wesport, 1994.

(% http://ec.europa.eu/growth/industry/corporate-social-responsibility/index_en.htm

(") See for example the self-assessment tool developed by Euratex and IndustriAll with the support of the European Commission for EU
textile and clothing companies.


http://ec.europa.eu/growth/industry/corporate-social-responsibility/index_en.htm
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a) at the national level, in addition to legislative measures in areas covered by decent work and human rights (e.g. UK
Modern Slavery Act 2015 with provisions on transparency in supply chains) (*?), the government and Parliament with
the support of social partners, interested parties like NGOs and the support of OECD National Contact Point develop
and implement diverse initiatives (e.g. national Action Plans on Business and Human Rights or on CSR, and others, such
as recent initiatives e.g. in France or Germany on due diligence);

b) at the EU level, action has been taken in various internal and external policies, both in the context of broader
partnerships with third countries and through sector-specific initiatives. For example, trade and sustainable development
chapters in the recently negotiated and implemented EU trade and investment agreements include binding commitment
by the Parties to respect the core labour standards (including by progressing towards ratification of the fundamental ILO
conventions and striving towards higher levels of domestic labour protection), to implement effectively the ratified ILO
conventions, to promote decent work, fair trade schemes and CSR practices. They also envisage the establishment of a
civil society monitoring mechanism (in addition to the government-to-government body), including social partners, to
oversee the implementation of these provisions and advise the Parties on matters related inter alia to trade and labour.
Tariff preferences for developing countries granted under the GSP+ scheme grant a full tariff removal on over 66 % of
tariff lines to vulnerable countries which make a binding undertakmg to ratify and effectively implement 27 core
international conventions including the eight ILO fundamental ones (**). The EU has also developed and implements a
strategy on CSR, the revision of the 2013/34/EU directive on extra-financial reporting (environmental and social issues,
human rights, the fight against corruption, the diversity of company boards, etc.); the Bangladesh Sustainability Compact
(an EU-led international initiative aiming at improved respect for labour rights, health and safety at work and building
safety standards in the Ready-Made Garment sector in the country) ('*); a new EU trade and investment strategy,
including responsible management of GSC (*°), and the current EU (Dutch) Presidency puts emphasis on the responsible
management of GSCs.

¢) at the international level, discussions and work are conducted at OECD (e.g. preparation of the Due Diligence Guidance
for Responsible Supply Chain in the Garment and Footwear Sector (*°), Guidelines for MNEs (*7), launch of the Guidance
for Responsible Agrlcultural Supply Chains (*®), the UN (e.g. Global Compact and the Guiding Principles on Business
and Human Rights (*°)) and the ILO (review of the Tripartite Declaration on Multinational Enterprises and Social Policy
and preparation of debate at the ILC in June 2016 devoted to decent work in GSCs).

Various private initiatives have been put in place either on a permanent or a temporary basis, e.g. for improving health and
safety in Bangladeshl garment factories following the Rana Plaza catastrophe (Bangladesh Accord on Fire and Building
Safety) (*°).

2.3.4  All these public and private actors are engaged in development and implementation of various tools and
instruments aimed at improving working conditions, and rights at work:

— regulation, law, conventions,
— codes of conduct,

— social dialogue, including in the cross-border context (**),

http:/[www.legislation.gov.uk/ukpga/2015/30/contents/enacted

In 2011, the EESC adopted an Opinion on the scheme (O] C 43, 15.2.2012, p. 82).
http://trade.ec.europa.eu/doclib/events/index.cfm?id=1433 and http:/[trade.ec.europa.eu/doclib/press/index.cfm?id=1447
http://trade.ec.europa.eu/doclib/docs/201 5/october/tradoc_153846.pdf
https:/[mneguidelines.oecd.org/responsible-supply-chains-textile-garment-sector.htm
https:/[mneguidelines.oecd.org/text/

http:/[www.oecd.org/daf/inv/investment-policy/rbc-agriculture-supply-chains.htm
http:/[www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf

http://bangladeshaccord.org/

It can take a form of transnational company agreements (TCAs), also known as International Framework Agreements (IFAs). For
details, see REX[443 Information Report, page 8: http://www.eesc.europa.eu/?i=portal.en.rex-opinions.35349
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http://www.legislation.gov.uk/ukpga/2015/30/contents/enacted
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.C_.2012.043.01.0082.01.ENG&toc=OJ:C:2012:043:TOC
http://trade.ec.europa.eu/doclib/events/index.cfm?id=1433
http://trade.ec.europa.eu/doclib/press/index.cfm?id=1447
http://trade.ec.europa.eu/doclib/docs/2015/october/tradoc_153846.pdf
https://mneguidelines.oecd.org/responsible-supply-chains-textile-garment-sector.htm
https://mneguidelines.oecd.org/text/
http://www.oecd.org/daf/inv/investment-policy/rbc-agriculture-supply-chains.htm
http://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
http://bangladeshaccord.org/
http://www.eesc.europa.eu/?i=portal.en.rex-opinions.35349

C 303/22 Official Journal of the European Union 19.8.2016

— certifications in CSR and social accountability,
— funding schemes in order to compensate victims,
— other multi-stakeholder initiatives,

— aid and development programmes, including capacity building (health and safety at work, social dialogue,
implementation of ILO conventions, etc.).

3. Assessment of some best practices in two different economic sectors

3.1 The clothing and footwear GSC

3.1.1  The garment and footwear industry GSC covers various actors and production processes. The Asia-Pacific region
accounted for $601 billion of global exports of garments, textiles and footwear, which represents 60 % of the total world
trade, China having the lion’s share. Countries such as Bangladesh or Cambodia increase their specialisation in the
production and export of garments and footwear with respectively 89,2 % and 77,4 % of total merchandise exports in
2014 (**). This is mainly due to the sharp increase in wages in the Chinese garment and textile industry, which led
international buyers to seek out new suppliers in Asia.

According to the ILO (**), in 2014 average earnings were less than $200 a month in the majority of countries. Monthly
minimum wages for unskilled garment workers apply in China (up to $297), the Philippines, Malaysia, Indonesia ($247),
Thailand, Vietnam ($145), India ($136), Cambodia ($128), Pakistan ($119), Bangladesh (§71) and Sri Lanka ($66).

The major risks are the lack of a living wage, forced or child labour, poor industrial relations due to weak protection of
freedom of association and limited collective bargaining, poor occupational health and safety, insufficient labour inspection,
underdeveloped occupational injury schemes, water pollution, exposure to chemical substances, and exploitation of the
female workforce.

3.1.2  On 24 April 2013, the collapse of the Rana Plaza building in Bangladesh occupied by garment factories caused the
death of 1 136 employees, mainly female. The magnitude of the accident, arising from the very poor state of repair of the
building and the absence of fire exits, has led to an exceptional mobilisation of governments (the EU and Member States,
USA, Canada, Norway), international organisations (ILO, OECD and World Bank), international and local stakeholders with
an ambitious set of actions aimed at encouraging national short-term measures (compensation for families of victims,
inspection of garment factories and remedy actions, new auditing methods, revision of the Labour Law), national medium-
term measures (e.g. development of independent trade unions and strengthening of labour inspection), and systematic
measures in order to promote responsible management of global supply chains.

(i i) http:/fwww.ilo.orgfwcmsp 5/groups/public/—asia| —ro-bangkok/documents/publication/wems_419798.pdf
(*>)  Ibidem.


http://www.ilo.org/wcmsp5/groups/public/---asia/---ro-bangkok/documents/publication/wcms_419798.pdf
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Example: Assessment of the progress made in the Bangladesh Ready-made Garment sector since the Rana Plaza
collapse (January 2016)

— The Bangladesh Accord on Fire and Building Safety: signed by 220 apparel buyers.
— The Alliance for Bangladesh Workers” Safety: established in May 2013 by 26 mainly North American brands.
— 341 new trade unions have been created in the Ready Made Garment sector in Bangladesh till January 2016 (132 in 2014).

— Till January 2016, inspections have been carried out in 3 734 export-oriented readymade garment factories for structural, fire
and electrical safety.

— 235 new inspectors have been hired (*).
— The Better Work Bangladesh programme: 38 factories supplying garments to 17 brands and retailers.

— Compensation of victims: 24,1 million US$ for 3 490 claims received.

3.1.3  The OECD is preparing a Due Diligence Guidance on Responsible Supply Chains in the Garment and Footwear
Sector.

3.1.4  The ILO, in cooperation with international donors, governments, workers and employers, implements projects in
the garment sector (e.g. in Asia) aiming at increased access to information on wages, working conditions and industrial
relations to improve the quality of social dialogue on labour standards, strengthenin% social partners capacity and collective
bargaining mechanisms, as well as assuring labour standards at the factory level (**).

3.1.5  The European Commission is working on a flagship initiative on a sustainable garment supply chain including
joint planning, coordinated funding, joint implementation of programmes, awareness raising among consumers, and so
forth.

3.1.6  EU social partners from textile and clothing sector have developed a joint initiative, supported by the European
Commission, with a CSR Risk Assessment Tool relevant for GSCs. They are currently finalising it to prepare for
dissemination amongst SMEs and other stakeholders.

3.1.7  The Dutch EU Presidency wishes to explore means of reinforcing synergies between the EU’s development and
trade policies in order to contribute to the sustainability of GVCs.

3.1.8  The German Federal Minister for Economics, Cooperation and Development, Mr Gerd Muller, put in place a
specific alliance for ‘sustainable textiles’ involving the major partners. At the last G7 he made a very concrete summary of
the situation: ‘It would cost one euro to take responsibility, one single euro per dress, per jacket or pair of trousers, to ensure
that hard work in Bangladesh, Cambodia or in Africa pays off and children and seamstresses have opportunities in life’ (*°).

3.1.9 A proliferation of private initiatives has brought experience and help in sharing best practices. Among them, ICS
(Initiative Clause Sociale) with 22 major retailers such as Monoprix, Carrefour or Casino, representing more than EUR 243
billion of turnover, sharing a similar methodology for their social audits; and BSCI (Business Social Compliance Initiative),
launched in 2003 by the FTA (Foreign Trade Association) located in Brussels, with more than 1 700 retailers and importers
from 36 countries in business relations with 30 000 plants.

(**  ‘Progress in implementation, outcome of the Review meeting on the Sustainability Compact for Bangladesh’, 11 January 2016.
(**)  http:/fwww.ilo.org/wemsp 5/groups/public/—asiaj—ro-bangkok/—ilo-islamabad/documents/publicationfwcms_363149.pdf
(%) http://www.bmz.de/g7 [en/Entwicklungspolitische_Schwerpunkte/Menschenwuerdige_Arbeit/index.html


http://www.ilo.org/wcmsp5/groups/public/---asia/---ro-bangkok/---ilo-islamabad/documents/publication/wcms_363149.pdf
http://www.bmz.de/g7/en/Entwicklungspolitische_Schwerpunkte/Menschenwuerdige_Arbeit/index.html
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3.2 The electronics GVC and GSC

3.2.1  According to the study on GVCs by Sturgeon and Kawakami (*’), ‘intermediate inputs to the apparel industry
appear to be far less important in terms of the value of the intermediate goods trade than inputs to the electronics and
passenger vehicle industries.’

3.2.2  The electronics GVC is one of the most important in the goods sector with more than 17 % in total Manufactured
Intermediate Goods in 2006, compared to 2,7 % in chemicals and plastics and 1,9 % in aircraft parts. The two leading
countries in the export of electronics intermediates are China/Hong Kong and the United-States.

3.2.3  The three firm actors running the ‘value chain modularity’ are the following:

— the lead firms (mainly in the industrialised countries),

— the contract manufacturers in charge of component purchasing, circuit-board assembly, final assembly and testing,
mainly in China, Taiwan and Vietnam,

— the platform leaders, defined as ‘companies that have been successful in implanting their technology (in the form of
software, hardware or combination) in the products of other companies.’

The modularity of this specific value chain lies in the codification and standardisation of key business processes like
computer-aided design, production planning and inventory and logistic control.

3.2.4  Consumer electronics have short product life cycles, ranging from three to 18 months, with a quick end-of-life
time frame. As a result, suppliers of these products face increasingly fast time-to-market orders. For example, when the
Apple iPhone was introduced in 2007, the time to market was six months; in 2012, it had shrunk to less than two
weeks (**). For the manufacturers and workers this is a challenge and there is need to develop and implement solutions to
address it.

While in some companies agreement has been reached on working overtime or in shifts in the peak season and to
compensate it over the rest of the year, others record a substantial increase in temporary contracts and hiring agency
workers or migrants (e.g. in Mexico in 2009, 60 % of the workforce in the electronics industry were temporary agency
workers rising to 90 % in the peak season) (*°). This often means reduced workers’ rights, e.g. lower wages, lack of social
security coverage or prohibition to join trade unions. The solutions could include, in addition to national legislation,
agreements at the enterprise level, as well as a better coordination and information sharing between buyers and suppliers,
thus enabling a better production planning and recourse to the permanent workers rather than temporary ones.

(*’)  “Was the crisis a Window of Opportunity for Developing Countries?, Timothy J. Sturgeon, Momoko Kawakami, Policy Research
Paper of the World Bank.
http:/fwww.ilo.orgfwcmsp5/groups/public/—ed_dialogue/—sector/documents/meetingdocument/wems_345445.pdf

*)  http:/Jwww.ilo.org/wemsp 5 [groups/public/—ed_dialogue/—sector/documents/meetingdocument/wcms_317267.pdf


http://www.ilo.org/wcmsp5/groups/public/---ed_dialogue/---sector/documents/meetingdocument/wcms_345445.pdf
http://www.ilo.org/wcmsp5/groups/public/---ed_dialogue/---sector/documents/meetingdocument/wcms_317267.pdf
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3.2.5  The questions of respect for human and labour rights relate the electronics industry also with the issue of minerals
sourced in conflict affected and high risk areas, such as Africa’s Great Lakes Region (*°). Further to adoption of the US
legislation (Dodd-Frank Act), the European Commission presented in 2014 a proposal for a Regulation establishing a self-
certification mechanism for importers of tin, tantalum, tungsten and gold onto the EU market to ensure that proceeds from
extraction and trade in these minerals do not support local armed conflict. Instead, due diligence accompanied by other
measures should contribute to transparency along the supply chain, and have positive impacts on job creation and working
conditions in mines, such as health and safety at work, income levels or turning their activity into a formal one. This would
also allov}v1 for a continued sourcing in Africa instead of turning towards other regions in the world, not affected by the
conflict (**).

3.2.6  The OECD has develog)ed Due Diligence Guidance for Responsible Supply Chains in Minerals from Conflict
Affected and High Risk Areas (*%).

3.3 GVCs and GCSs in other sectors

3.3.1  The EESC would also like to emphasise that GVCs and GSCs in other sectors, such as services and agro-industry
could face problems of working conditions, in particular health and safety at work.

3.3.2  The ILO’s support for decent work in the rural economy (*?) focuses on 3 priority areas for action: decent work for
disadvantaged and marginalised and vulnerable rural populations, decent work for rural workers in supply chains, decent
work for rural workers in plantations.

4. The EESC contribution on how to ensure decent work in GSCs

In view of the 105th session of the International Labour Conference in June 216 (Geneva), the EESC would like to make
public its contribution with various recommendations on the most effective ways and means to ensure an improvement of
the working conditions of workers in supplier or subcontracting companies engaged in production capacities within GSCs.

4.1 To clarify the role of every stakeholder
The roles and responsibilities of each stakeholder should be clarified in order to avoid confusion:

— Governments are in charge of elaborating, implementing and enforcing the national labour and social law, ratification
and effective implementation of the ILO conventions, and in the case of the EU Member States also transposition and
implementation of EU directives; it is also their duty to provide all the administrative and financial resources, including
for labour inspection, to ensure compliance with the legal framework.

— International organisations set standards and develop global initiatives in order to promote international labour
standards and responsible business conduct. In this context, documents, such as the UN Guiding Principles on Business
and Human Rights (‘protect, respect and remedy’ framework) provide guidance as to the roles and responsibilities of the
main actors.

(%  In October 2013, the EESC adopted an Opinion on essential imports to the EU, including minerals and raw materials (O] C 67,
6.3.2014, p. 47).

http:|[europa.eu/rapid/press-release_MEMO-14-157_en.htm

http:/[www.oecd.org/corporate/mne/mining.htm
http:[fwww.ilo.orgfwemsp5/groups/public/—ed_norm/—relconf/documents/meetingdocument/wems_311653.pdf
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— Social partners are encouraged to engage and to promote social dialogue on labour standards and working conditions,
including in the sector and cross-border context, and governments should ensure that freedom of association and
collective bargaining is effectively protected and promoted.

— MNEs should be in compliance with the laws applicable in countries in which they operate; they are also encouraged to
commit themselves to CSR and due diligence approaches.

— NGOs complement other actors’ efforts and play a key role in awareness raising related to the labour rights, as well as in
denouncing abuses.

Given the complexity and the obvious overwhelming risks involving these key players, the EESC makes a plea in favour
of structured, transparent and inclusive stakeholder platforms to tackle such complex issues.

4.2 To meet the statistical challenge of the measurement of trade and investment flows

The EESC has the ambition of assessing the reality of GVCs and GSCs, in terms of value, growth and jobs, as well as their
recent qualitative developments. This means working e.g. with EUROSTAT and DG TRADE on the available data collected
by WTO and OECD. This better understanding of the new organisation of international trade will certainly lead to new
proposals on the use of the traditional tools of the trade and development agreements, such as removal of tariffs, regulatory
convergence, better access to public procurement, common rules of origin, capacity building and trade aid.

4.3 To push for a genuinely integrated EU approach concerning e.g. trade, development and neighbourhood policy

The EESC supports the willingness of the European Commission expressed in the recent communication on the EU trade
and investment policy to use the range of EU external policies in order to encourage sustainable development in third
countries, particularly developing countries such as Bangladesh, Vietnam, Myanmar (*%, Cambodia, or Laos, as well as
countries in other continents, through various instruments. This should include trade and sustainable development chapters
to be included in currently negotiated and future FTAs, a better link between trade policy and aid/capacity building,
promotion of responsible business conduct in investment policy and private sector development, dedicated projects aiming
at improved respect for labour standards, support to national social partners in training, and information seminars, and so
on.

4.4 To propose realistic commitments

The EESC has much experience in the field of sustainability, with participation in the implementation and monitoring of
dedicated chapters in FTA, involvement in a wide range of Civil Society Committees that enable it to propose a fair balance
between necessary legal requirements in the field of human and labour rights, transparency, the fight against corruption
and the necessary flexibility of MNEs to organise and develop their GSCs in an effective manner suited to the various local
situations.

4.5 To promote effective preventive measures

World-wide, the SMEs engage increasingly in GSCs and there is still a substantial untapped potential for them in this
respect. Therefore, the EESC would like to give more publicity to some concrete tools available on the market, already tried
and tested by companies, which will help SMEs to get involved in sustainable management of their GSCs, including the
mapping of suppliers, self-assessment tools, standards and proposals for contractual clauses.

(34) E.g. Myanmar Labour Rights Initiative (ILO, US, Japan, Denmark, EU).
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4.6 Helping to create a new generation of audits

Social audits appeared in the 1990s and have been criticised both on their technical aspects (e.g. qualification of the
auditors, ways to conduct the audits, nature of the questions) and on substantial aspects (a provisional measurement for one
supplier, no systemic and gradual progress, third parties in charge of the improvement of social conditions, etc.) The EESC
would like to support the emergence of a new generation of audits that will cover not only social but also environmental
and governance issues with more ambitious goals. The ultimate purpose will be to replace standardised questionnaires with
multi-criteria diagnoses specific to individual companies in specific global supply chain and introduce a robust follow-up
procedure with the support of the social partners.

4.7 To invent efficient tools of transparency for the consumer

The G7 summit in December 2015 welcomed, for instance, practical tools such as apps on mobile devices, which can help
consumers to compare and understand social and environmental product labels.

The EESC supports current EU efforts to measure and display the carbon footprint of certain categories of consumer goods
and is ready to promote the best national practices in the field of environmental labelling, such as the experiment in multi-
criteria environmental labelling conducted in France between 2010 and 2013.

4.8 To support capacity building programmes and other initiatives aiming at fostering social dialogue and multi-
stakeholder approaches

The global economic performance of companies and the observance of decent work principles are closely linked to the
existence of independent trade unions and employers’ organisations, quality of social dialogue and the wellbeing of the
labour force.

The EESC supports the ‘Better Work programme’ conceived by the ILO, the aim of which is to help local social partners to
play an effective role and to be able to conduct collective bargaining.

Sector-wide initiative, such as the Bangladesh Accord on Fire and Building Safety in the Ready-Made Garments, can mobilise
buyers, producers and trade unions to develop and implement a comprehensive and effective approach covering the entire
industry.

The EESC also supports cross-industry social dialogue, including TCAs[IFAs. Existing TCAs/IFAs have proved to be an
important tool in promoting workers’ rights in global supply chains. Further development or broader application should
however take into account the need to preserve flexibility for both content and follow-up mechanisms of such agreements.
Based on lessons learned in terms of implementation, the partners should also strive for their continuous improvement.

Brussels, 25 May 2016.

The President
of the European Economic and Social Committee
Georges DASSIS
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Opinion of the European Economic and Social Committee on ‘Innovation as a driver of new business
models’

(exploratory opinion)

(2016/C 303/04)

Rapporteur: Ms Ariane RODERT

Co-rapporteur: Mr Oliver ROPKE

On 16 December 2015, Mr BOEREBOOM, Director-General in the Dutch Ministry of Social Affairs and
Employment, asked the European Economic and Social Committee, on behalf of the forthcoming Dutch
presidency of the Council, to draw up an exploratory opinion on:

Innovation as a driver of new business models.

(exploratory opinion)

The Section for the Single Market, Production and Consumption, which was responsible for preparing the
Committee’s work on the subject, adopted its opinion on 10 May 2016.

At its 517th plenary session, held on 25 and 26 May 2016 (meeting of 25 May), the European Economic and
Social Committee adopted the following opinion by 131 votes, with three abstentions.

1. Conclusions and recommendations

1.1  Europe is facing complex challenges calling for renewed social and economic models. To deliver progress, growth
and wellbeing in Europe, a shift towards an innovation-based economy is needed.

1.2 In this context, innovative concepts and business models are emerging, indicating a shift from traditional innovation
to innovation taking technical, environmental and social perspectives into account with a focus on people’s lives and
welfare.

1.3 The EESC therefore calls on the European Commission to develop a policy framework to support these new business
models emerging. This by recognising, connecting and promoting central concepts for these enterprise models building on
theories like shared value, collective impact, impact measurement, helix partnership and social innovation.

1.4 The framework includes an enabling environment removing barriers and expanding traditional enterprise concepts.
Issues to explore are public procurement, innovation-friendly regulation, tailored financial instrument, better targeted
Structural Fund support, potential tax incentives, training, support and updating skills, the latter by specifically taking
digitalisation and robotisation into account.

1.5 It is crucial that Member States and the European institutions fully recognise and promote ‘fairer’ business models,
which are centred on delivering innovation for social development by integrating social impact measurement in parallel to
reporting economic progress.

1.6 The EESC urges the Commission to fully integrate the principles of the Social Investment Package and its connection
to social innovation when developing the European Pillar of Social Rights, since many of these new business models are a
concrete expression of these principles.
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1.7 Member States and the Commission must ensure that social innovation is fully mainstreamed in innovation
programmes. EU funding support, such as Horizon 2020, for social innovation must be fully utilised and should be
evaluated based on technical uptake (by each stakeholder) and political impact.

1.8 Member States and the EU institutions must mainstream the principles of innovation in enterprise policy to ensure
an enabling culture which promotes, welcomes, rewards and disseminates innovation. This culture encompasses elements
such as experimentation, new partnership constellations and an expanded view on value creation in society.

1.9 The EU must put greater focus on supporting and protecting SMEs, in particular, social economy enterprises,
microenterprises and family businesses, and all types of start-ups in innovation policy initiatives to improve the conditions
for sustainability and replication/scaling.

1.10  New innovative business models must be fully considered in policy initiatives directed at the Industrial Revolution
4.0, and related policies such as circular, sharing and functional economy, this by encouraging adaptation of all existing
businesses and models, supporting emergence of new and non-conventional forms of enterprises, forming of new
relationships and adjusted models of cooperation.

1.11  The EESC calls on the Commission in the upcoming review of the Single Market strategy, due in 2017, to fully
incorporate these new business models, and suggest new measures in this direction.

1.12  As for all businesses it is essential that the principles of decent work, the social rights of employees and the role of
the social partners in the context of new business models are fully respected.

2. Introduction

2.1 A new societal landscape is rapidly emerging in Europe, calling for new social and economic models to reshape
Europe as a modern and globally competitive economy.

2.2 To deliver growth for progress, social cohesion and well-being, a new mind-set is required with regard to innovation.
Innovation and research around the world has embraced this mind-set, as have many enterprises, now striving for social
and environmental, as well as economic, growth and impact. In addition, consumer expectations and demand indicate
support for this kind of approach. This is clearly demonstrated with the emergence of initiatives such as the collaborative,
circular and sharing economies. What these initiatives have in common is that they are based on a new set of values and
aim for smart, sustainable and inclusive growth for progress that combines technical, environmental and social innovation.

2.3 The purpose of this opinion is to explore some new concepts central to innovation driving new business models. It
will in particular use social economy enterprises to illustrate an example. The opinion builds on the EESC acquis in this area
and particularly on the work done through the EESC project on social enterprise (). This opinion does not address concepts
such as the circular, collaborative, functional or shared economy, innovation or SME policies which are explored in related
EESC opinions.

(") http:/[www.eesc.europa.eu/?i=portal.en.social-entrepreneurship-make-it-happen
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3. New concepts arising

3.1 Promoting social and societal innovation as an enterprise model

3.1.1  Europe is facing complex societal challenges which existing systems fail to meet. This indicates a paradigm shift
which calls for a new mind-set and innovative solutions. These innovations are often referred to as social or societal
innovations. ‘Social innovations are innovations that are social in both their ends and their means. Specifically, we define
social innovations as new ideas (products, services and models) that simultaneously meet social needs (more effectively than
alternatives) and create new social relationsh'zps or collaborations. They are innovations that are not only good for society
but also enhance society’s capacity to act’(%). Social innovations emerge in all sectors, and are nothing new, but the

common feature is that they eventually lead to systemic change.

3.1.2  In the academic world, innovation nowadays encompasses more than technical development. Researchers now
agree that innovation and research need to take technical, environmental and social perspectives into account. There is
interdependence between social, digital and technical innovation. The role of digital technology in this context is as a tool to
encourage sharing and empowering people to take action, while social innovation is the main objective.

3.1.3  Social innovation manifests itself differently from technical innovation. It is need-driven, often aiming to respond
to a challenge in society or focusing on a specific user group, while taking into account social, environmental and economic
perspectives. The most successful social innovations entail holistic thinking which ultimately leads to systemic change
rather than addressing a single issue or subject.

3.1.4  The foundation of social innovation is an ethical, ideological or general interest viewpoint. This is demonstrated by
the role civil society has now and had historically in shaping the welfare systems. Social innovation may be a new concept,
but it has existed for a very long time.

3.1.5  Social innovation is based on open communication and collaborative problem solving engaging diverse
stakeholders and practices to catalyse new solutions. Social innovation is tearing down walls separating sectors and markets,
replacing competition logic with collaborative and long-term partnership solutions. It is about sharing, linked to the open-
source movement and applying non-competitive approaches.

3.1.6  Social innovation offers a fundamental frontier for Europe and will promote the ‘real social market economy’ as
per Article 2 of the Lisbon Treaty. However, this can only be achieved if innovation is clearly aimed towards objectives such
as inclusion and equality. This will in its turn accelerate further societal innovation.

3.2 Reviewing value creation from the perspective of shared value

3.2.1  Awareness is rising that a more comprehensive view of value creation — economically, socially and
environmentally — is at the heart of an attractive business case. The fact that economic profit is generated or increased by
securing greater social and environmental value clearly demonstrates that economic growth is connected to social and
environmental progress. This is referred to as creating shared value, a concept explored by several researchers (°).

() Source: http:/Jec.europa.eufarchives/bepa/pdf/publications_pdffsocial_innovation.pdf
() https:/[hbr.org/2011/01 the-big-idea-creating-shared-value/ar|1
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3.2.2  Key to this strategy is a shift from the norm of optimising short-term financial performance to generating
economic value in a way that also produces social progress and value for society. Shared value may well drive the next wave
of innovation and productivity growth in the global economy.

3.2.3  Supporting a real social market economy requires encouraging forms of investments specifically designed to
support the emergence of a more participatory, democratic and inclusive economy. Here, a full financial ecosystem is
needed, where in particular it is interesting to consider hybrid and blended capital forms, a topic the EESC has explored in
previous work (¥).

3.2.4  Applying the shared value logic means that value creation no longer represents a transfer of existing value but
rather an increase in social, environmental and economic value overall. Further, it highlights that the market is not defined
solely in economic terms but also incorporates social and environmental aspects. A key component is that shared value
builds on the strength and differences between the private and civil society sectors applying a co-creation model ultimately
creating new as well as growing markets.

3.3 Building on a partnership approach

3.3.1  Facing complex societal challenges often requires close collaboration between government, the market and civil
society in order to create effective solutions. This partnership is based on a deep understanding of each stakeholder’s
perspectives, on swift decision-making and empathetic approaches.

3.3.2  Cooperation, co-creation and cross-sectorial innovation have tremendous advantages over the ways in which
society has addressed societal issues in the past. Central to this is gathering stakeholders early to jointly define a shared
societal objective and the way forward.

3.3.3 It is worth noting that, since innovation often emerges in the local context close to the real needs, attention and
support must be for all of society. There is great potential to gather and share these local experiences, many which may be
replicated and scaled across regions and countries.

3.4 Aiming for collective impact

3.41  As mentioned, large-scale social change requires broad cross-sectorial coordination, alignment and partnership.
Furthermore, one result must be collective impact.

3.42  Collective impact builds on the commitment of a group of central stakeholders across sectors, focusing on a
common agenda to solve a specific social or societal problem. In addition it involves centralised infrastructure, dedicated
staff, structured process, shared measurement, continuous communication and mutually reinforced activities amongst all
participants. Large-scale social change will emerge as a result of better cross-sectoral coordination rather than from
individual organisations.

(0] C13,15.1.2016, p. 152.
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3.5 Applying social impact measurement

3.5.1 If the concept of innovation is to include not only technical but also social and environmental perspectives,
progress must be measured differently. The EESC has previously explored topics (Social Impact Measurement (°) and
Economy for the Common Good (°)) where the need for an expanded view on outcomes and reporting has been clearly
demonstrated.

3.5.2  Economic indicators have for a long time been the norm to measure results. But the increasing emergence of
hybrid structures delivering innovation calls for a set of new and holistic indicators which measure social, environmental
and economic impacts.

3.5.3  Applying the principles of social impact measurement entails a stakeholder approach, a common understanding
and definition of key outcomes, as well as joint setting of indicators. This will help to capture the real value created. The
focus is to shift from economic reporting to measuring factors such as social input, output, outcome and impact. It is
important that stakeholders have the same understanding of these concepts, given that they are applied in both the
innovation and business contexts.

3.6 Innovation and decent work

3.6.1  Social and technical innovation can have a huge impact on the organisation of work and the working conditions of
employees. Increasing individualisation and greater autonomy and flexibility in labour relations should not lead to
deterioration in social protection. For innovative models to be successful the principles of decent work must continue to be
guaranteed even in a changed environment (*).

3.6.2  Innovation will go hand-in-hand with general social progress only if all stakeholders are included and profit from
it, if the value added is fairly distributed and if there is no dismantling of social rights. The social protection of employees
must continue to be guaranteed even in changed conditions.

3.6.3  The same applies to the individual social rights of employees, especially working conditions and wages. Innovative
models and digitalisation in particular often lead to a higher degree of individualisation in the workplace and endanger
social standards. Sustainable innovative models must respect the rights of employees and their working conditions, even in
a changing world of work.

3.6.4  New innovative business models must promote the collective rights of employees, their practical implementation
and the role of the social partners. The social partners, collective agreements and the participation of workers are often a
source of innovation, as they create the necessary framework conditions.

3.6.5  Social dialogue and comprehensive collective agreements should continue to be promoted, because they also may
contribute to the improvement of the framework conditions for the transition to innovative business models. The ‘social
rules of the game’ have regularly had to be adapted to new technical and social developments in the past, and this will
continue to be necessary in the future. See for example the redistribution of labour (for example reduction of working time).

-

0] C 170, 5.6.2014, p. 18.

0] C 13, 15.1.2016, p. 26.

The principles of decent work follow, according to ILO, the following objectives: Implementation of core labour standards; decent
work opportunities with sufficient income; strengthening social security and strengthening the dialogue between the social
partners.

o~ —
o
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4. Promoting diverse enterprise models — the example of social economy enterprises

4.1  The EESC supports the need to recognise and promote the full diversity and plurality of business and enterprise
models which jointly make up the single market (*). An area where the EESC has specific expertise is social economy
enterprise (SEE). SEEs and social entrepreneurs incorporate several of the concepts discussed above and illustrate well these
hybrid forms of enterprise models emerging in Europe.

4.2 Over 2 million social enterprises exist in Europe contributing to 10 % of GDP. However in many Member States the
sector is new and underdeveloped indicating a significant development opportunity. Civil society and social economy are
closely linked and have through innovation contributed to significant systemic changes in society such as childcare,
hospitals, promotion of personal autonomy and independent living of the elderly and people with disabilities, work-life
balance, work integration and (social) housing, as well as numerous scientific discoveries or inventions.

4.3 Centred on a specific user group, an unmet need in society or filling a gap, SEEs experiment and innovate solutions
while engaging in economic activity. They reinvest profits to deliver the social mission and impact. SEEs have recently been
particularly highlighted since they provide an interesting solution by creating dual value creation; socially through their
activities (social cohesion or inclusion) and economically (through trading, business creation and providing employment).

4.3.1 Boosting innovation and creativity depends on each stakeholder, as well as on behaviour and attitudes. It is
therefore crucial not only to strengthen the SEE sector but also to ensure an open attitude towards other diverse models
emerging. A culture of cooperation and shared values must be cultivated, a principle that has been embedded in, for
example, the social economy since its beginning. Realising that SEE through their innovation create new market
opportunities, specific attention must be given to protecting these entities to allow them to continue to develop.

4.3.2  In particular it is worth noting that research indicates that women are more highly represented in social enterprise
than traditional enterprise. Additionally, studies collecting sex-disaggregated data on the subject have shown that women
social entrepreneurs even outnumber men in some European countries. These studies also seem to indicate that women
social entrepreneurs are more innovative than male social entrepreneurs, while spending less on innovation (°). This
research demonstrates a great development area with a particular focus on supporting women social entrepreneurship.

5. Creating an enabling environment for new and innovative business models

5.1  New and innovative business models, such as SEEs, are part of the regular economy and not in conflict with other
business models. With the changing societal landscape in Europe focus must be placed on capturing all forms of innovation
resulting in new business models. While these new models build on many of the concepts discussed in chapter 3, most
existing business support, development and start-up programmes as well as other necessary conditions such as legislation
and financial instruments often fail to support these diverse business models, the reason being that most support and policy
today remains designed for a standard more traditional company model and logic. Therefore, to harness support for the full
spectra of diverse business models emerging in Europe, the following elements should be considered.

¢ 0JC 318, 23.12.2009, p. 22.
O) WEstart: Mapping Women'’s Social Entrepreneurship in Europe, 2015.
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5.1.1  In the case of SEEs, the EESC is actively pushing for a full ecosystem that is specifically tailored to the unique
features of this particular business model (*°). Similarly ecosystems must also be developed for other new and hybrid
business concepts. Further, existing support must be updated and adjusted to capture these new models as well as to
support existing business to adjust to and apply these new trends. The ideal ecosystem comprises elements such as a
tailored financial ecosystem with hybrid capital solutions, better forms of procurement, tailored business development
support, and applying social impact measurement. This is crucial to support emergence and sustainability of each business
model.

5.1.2  Innovation is no longer linear. The combination of technical, environmental and social innovation perspectives is
crucial in identifying future solutions. Fully integrating these concepts requires a new view on reporting progress, one
that is outcome or impact based. Two elements in particular are important here: shared value creation and the triple
bottom line (ensuring social, environmental and economic progress has equal weight). Recognising total value through the
collective impact of the economic, social and environmental aspects, new kinds of hybrid enterprises will emerge rapidly.
Shared value is still in its infancy. Therefore, it requires managers to develop new skills and knowledge and governments to
learn how to regulate in ways that enable and do not hinder shared value.

5.1.3  Financial markets have a key function in allocating resources within society correctly. But their increased short-
term focus conflicts directly with the requirement to address society’s long-term needs, which is addressed in various
reports (*'). Businesses must have space to invest for the future to generate value for investors as well as for society at large.
This calls for new systems that reward long-term investor behaviour. Here the importance of public funding, often in
blended capital solutions, represents an important element, which often underscores enterprise development.

5.1.4  For innovation to drive new business models, an innovation-friendly culture must be continuously
promoted. Encouraging experimentation schemes which welcome both success and failure (as learning steps) is central to
foster an innovation culture in Europe. Without the precautionary principle being a barrier for innovation, the ‘Innovation
Principle’ should be applied in a complementary manner to the precautionary principle; the ‘Innovation Principle’ entails
taking into account the impact of laws and regulation on innovation. Designing processes and systems around the concept
of partnership by involving key stakeholders (facilitating open forums, dialogue spaces, and cooperative meetings) is a
starting point. This is already happening around Europe and could easily be scaled up, shared and disseminated (*?).

5.2 Political will and ownership are central to boost new business creation in Europe. Developing coherent policy
agendas at EU and Member State level tailored to support different business models is crucial. It is clear that to be able to
deliver growth and well-being in Europe, a move towards an innovation-based economy and society is needed. The internal
market legislation and policies should be adequately leveraged to this effect. The review of the Single Market strategy, due in
2017, is an opportunity to consider new measures in this direction.

5.2.1  Adequate and sustained support for basic and applied research, as the seed of future innovation, is crucial, given
the emphasis on shared value and the triple bottom line. In addition, the activities of these new business models must be
captured statistically so that the most appropriate policy support can be provided.

(% http:/[www.eesc.europa.eu/?i=portal.en.social-entrepreneurship-make-it-happen

(") The Kay Review, 2012: https:/|www.gov.uk/government/uploads/system/uploads/attachment_data/file/253454/bis-12-917-kay-
review-of-equity-markets-final-report.pdf

"3 Europe Tomorrow — Loss (FR) and unMonastery (IT) projects.
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5.2.2  lItis important to build awareness of the various forms of innovation and innovators. SEEs and civil society often
fail to label themselves as innovators. Increasing the visibility of social innovation and ensuring it is recognised by explicitly
valuing its broad contribution to society will encourage more innovation across sectors.

5.2.3  The EU continues to play a central role in gathering and sharing new initiatives, facilitating an enabling
environment and ensuring key policy initiatives indeed capture these new trends. The Commission is well placed to
facilitate this exchange of best practices and models to replicate.

Brussels, 25 May 2016.

The President
of the European Economic and Social Committee
Georges DASSIS
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Opinion of the European Economic and Social Committee on the ‘Sharing economy and self-
regulation’

(exploratory opinion)

(2016/C 303/05)

Rapporteur: Jorge PEGADO LIZ

On 16 December 2015, under Article 304 of the Treaty on the Functioning of the European Union, M. J.
BOEREBOOM, Director-General at the Ministry of Social Affairs and Employment of the Netherlands, asked
the European Economic and Social Committee on behalf of the Dutch presidency of the Council to draw up
an exploratory opinion on the:

Sharing economy and self-regulation.

(exploratory opinion)

The Section for the Single Market, Production and Consumption, which was responsible for preparing the
Committee’s work on the subject, adopted its opinion on 10 May 2016.

Atits 517th plenary session, held on 25 and 26 May 2016 (meeting of 25 May), the European Economic and
Social Committee adopted the following opinion by 133 votes to 1 with 7 abstentions.

1. Conclusions and recommendations

1.1 The EESC is presenting this opinion in response to the Dutch presidency’s request for the EESC to draw up an
exploratory opinion on the sharing economy and self-regulation, and having completed its discussions, has formulated the
following conclusions.

1.2 Inseveral of its opinions, on which this opinion of course draws, the EESC has already anticipated various aspects of
this phenomenon, under its different designations, which vary from language to language and according to the angle from
which it is approached.

1.3 This opinion will seek to respond to the request by drawing up a definition that encompasses the specific
characteristics of the economic practices covered by this concept. It will try to establish how these economic and social
practices should be protected by law, and by what measures and means, with particular emphasis on self- and co-regulation.

1.4 Socially and economically significant since the 2000s through the use of the internet and social networks, it is not a
reciprocal exchange like bartering, which dates back as far as human history, but ‘non-reciprocal pro-social behaviour’ or, to
be more precise, ‘an act and process of distributing what is ours to others for their use as well as the act and the process of
receiving something from others for our use’.

1.5  Rather than a definition, which we will nevertheless seek to provide, it is important to define its characteristics, of
which the following stand out:

— it does not result in the ownership or joint ownership of goods, but in pooled use,

— an intermediary platform — which is usually electronic — to put a significant number people offering goods or services
in touch with a significant number of users,
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— a common objective to make better use of goods and services by sharing them, and

— the final parties to these complex three-way transactions are primarily peers (P2P) and are never part of a business to
customer (B2C) contractual relationship.

1.6 These characteristics, supported by a concept that benefits from fairly widespread consensus, make it possible to
define the model for this type of economic relations and to distinguish between real sharing economy practices that require
special arrangements and those that are sometimes wrongly described as such merely to get around regulations that should
apply to them. Uber is a topical example. A more precise analytical distinction concerning the concept of ‘sharing’ and the
use of platforms might help to better inform policy and develop more appropriate regulation.

1.7 Inaddition to highlighting the growing economic importance of sharing economy practices, which already represent
significant European and world trade volumes, it is important to mention the social and environmental dimensions of the
sharing economy, which have the potential to strengthen solidarity between people, boost local economies, create jobs,
rationalise household consumption by pooling the use of certain goods, reduce energy footprints and promote more
responsible and sustainable consumption. Relevant examples are given in point 5.2.

1.8 In view of these circumstances, the EESC once again urges the Commission to undertake a whole raft of
indispensable policy measures in order to ensure that the numerous varieties of the sharing economy and the different ways
it operates are supported, implemented, and gain credibility and trust at EU level and in the various Member States.

1.9 It also draws attention to the need for these new business models to comply with the applicable national and EU
legislation, especially with respect to workers’ rights, appropriate taxation, data protection and the privacy of stakeholders,
social rights, fair competition and the fight against monopolies and anti-competitive practices, the accountability of
platforms in the context of transactions between the partners and the legality of their dealings and, above all, the protection
of the rights of all partners operating in the sharing economy, including prosumers, by adapting these relations across the
existing EU acquis on consumer rights, with particular reference to unfair contractual terms, unfair commercial practices,
health and safety and e-commerce.

1.10  The EESC therefore considers that the EU — and, of course, the Member States meeting within the Council under
the Dutch presidency — must urgently define a clear and transparent legal framework within which these activities should
be developed and implemented in the European area, as defined in point 8.2.4. It also calls on the Commission to publish
without further delay the long overdue ‘European agenda for the collaborative economy’.

1.11  This agenda should provide a clear definition of the complementary role that self- and co-regulation must play, in
accordance with the principles and the arrangements which the EESC has already advocated over the years in opinions and
information reports on these aspects, which it reaffirms and which remain entirely valid.

2. Introduction: a topical and controversial subject

2.1  The Dutch presidency asked the EESC to draw up an exploratory opinion on the Sharing economy and self-regulation in
a letter from the Ministry of Social Affairs and Employment, but without laying down any guidelines or specifying any
questions.

2.2 The sharing economy is a highly controversial and topical issue in terms of its definition and scope, the various
concepts it covers, the practices it incorporates and its effects.
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2.3 The practices which, in recent years, have been attributed to this concept are just as extensive as the wide range of
publications written about it.

2.4 It is consequently quite natural that the EESC, which is always attentive to civil society trends, should already have
published several opinions, on which this opinion of course draws (') and whose general philosophy is embraced and
further developed, anticipating various aspects of this phenomenon, under its different designations, which vary from
language to language and according to the angle from which it is approached.

2.5  This opinion sets out to respond to the Dutch presidency’s request by seeking to develop a definition that
encompasses the specific characteristics that set the sharing economy apart conceptually and the economic practices it
covers. It will try to establish whether and how these economic and social practices should be protected by law, and by what
measures and means, with particular emphasis on self- and co-regulation.

3. A question of attitude: ‘To have or to be?’

3.1  The practices of certain forms of sharing economy actually date back to before the concept began to take shape.
They stem from an attitude that relates to having or being and is essentially based on the idea you are not what you have,
but what you can access.

3.2 It is clear that a certain type of sharing economy is as old as humankind and has its historical roots in the barter
economies of early societies which were only gradually replaced by the introduction of money, which gives whoever
possesses it the ability to buy and therefore to have.

3.3 Although it has been gaining social and economic significance since the 2000s through the use of the internet and
social networks, it is not a reciprocal exchange, but ‘non-reciprocal pro-social behaviour’ or, to be more precise, ‘an act and
process of distributing what is ours to others for their use as well as the act and the process of receiving something from
others for our use’. The sharing economy is therefore inspired by various strands of thought ranging from free universal
access to knowledge to a functional economy or a gift economy, based on sharing with no intent to profit. Unlike a
straightforward bartering economy, the sharing economy is based on the idea of a monetary or non-monetary
consideration.

4. An economically significant practice

4.1  This concept will have to serve as the basis for outlining the area that is specific to the sharing economy in its
various facets by listing the characteristics that its practices must have and which distinguish it from other commercial
market practices.

4.2 First of all, the dominant and common feature is that it does not result in the ownership or joint ownership of goods,
but in pooled use.

4.3 Furthermore, it requires an intermediary platform, which is usually electronic (a browser or application), putting a
significant number people offering goods or services in touch with a significant number of users.

44 A common and typical objective of this kind of activity is to make better use of the idling capacity of goods or
services by sharing them.

() 0JC177,11.6.2014, p. 1.
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4.5  In this business model, it is also considered essential that the final parties should primarily be peers (P2P) and are
never part of a B2C contractual relationship, whether this involves individual or legal persons, including companies, and do
not themselves turn this sharing transaction into a business objective (e.g. a company sharing its car fleet or equipment
with another). However, the possibility that an entire ‘business’ may be ‘peer-to-peer’ cannot be discounted.

4.6 The following figure shows the differences between the business models at issue:

P2P relations B2C relations

Business

4.7 This type of transaction presupposes a complex three-way contractual structure reflected in the contractual
relationship between the person in possession of the good or the service provider and the platform operator; between the
user and the intermediary handling the transaction on the platform, possibly against payment, and between platform users
for the use in question.

4.8 This is why the following features are not considered to be particularly distinctive or specific:

(a) whether it is free or for a fee, e.g. Couchsurfing vs Airbnb;

(b) the reciprocity of contractual positions;

(c) the financial or non-financial character of the transaction, therefore accepting the inclusion of crowdfunding in this
activity;

(d) the straightforward sharing of goods or services between private individuals (e.g. giving a colleague a lift; letting a friend
have a room for the night or a short stay; letting neighbours use a washing machine because theirs has broken down);

(e) the exchange or sale of second-hand goods, which does not involve sharing and results in the transfer of ownership of

goods.

5. Some practical examples of what is or what is not an aspect of the sharing economy

5.1  The constraints on the length of this opinion exclude a long description or detailed discussion of the nature of a
wide range of situations that supposedly include characteristics of the shared economy.

5.2 Nevertheless, a few are worth mentioning as illustrations of the subject under consideration in this opinion:
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5.2.1  Examples in the housing sector include platforms such as Airbnb, Rentalia, Homeaway, Couchsurfing and
Bedycasa, where homeowners can register to temporarily share rooms or entire homes, and on which hostels, guesthouses
and other tourist accommodation providers can also make their services available. Given the ease with which anyone can
register their property on these sharing networks, and the profit that owners make from this activity, the proliferation of
accommodation in this segment has led to cooperation agreements on tax collection and distribution between the
platforms and tax authorities, namely in Paris and Amsterdam. Schemes have been set up in Amsterdam, Barcelona,
London and Berlin for the compulsory registration of this type of accommodation and rules on time limits, in order to
protect long-term leasing and prevent any resulting increase in rents.

5.2.2  Examples in the transport sector include Blablacar, Umcoche, Liftshare and Karzoo. Private vehicle owners can
register on these applications to offer people lifts in their vehicles (carpooling). Some of these platforms allow travel
expenses to be shared but charges to make a profit are prohibited. Uber, however, is a case apart since in addition to offering
peer-to-peer vehicle sharing (UberPop — banned almost everywhere in the EU), it also allows users to call on the services of
professional drivers (UberBLACK and UberX — similar to traditional taxi services). Its characteristics are not clear since the
company does not have a transparent business model. This has even resulted in the need for some courts to consider
whether Uber’s drivers are not in fact its employees (*). This service has led to sometimes violent demonstrations as well as
legal proceedings across Europe. Only the United Kingdom and Estonia have passed laws to legalise these services, pending
the CJEU’s response to requests for preliminary rulings from a court in Barcelona and another in Brussels for clarification
about their nature (?).

5.2.3  Examples of collaborative funding include interest-bearing loans, such as Zopa and Auxmoney; buying an equity
stake in the company created, such as Fundedbyme and Crowdcube, or funding for profit, such as Kickstarter or Indiegogo,
and finally, donation-based funding, with no strings attached to the sums invested.

6. The need to define a concept

6.1  As is usually the case, efforts to define concepts — especially when the method used is inductive — are not linear,
and take time to bed in and achieve unanimity. This is what is happening with respect to the ‘sharing economy’ concept,
which appears in the media alongside other concepts such as ‘social or inclusive economy’, ‘circular economy’, ‘functional
economy’, ‘green economy’, ‘blue economy’, ‘economy of solutions’, ‘horizontal economy’, ‘on-demand economy’, ‘platform
economy’ and ‘gig economy’.

6.2 As a result, some authors prefer not to attempt a definition for fear that it would not be sufficiently comprehensive
and might even define its scope incorrectly.

6.3 Despite the numerous references to the concept in EESC opinions, no definition has been attempted; this is also true
of the CoR’s opinion (*), which attempts a classification involving two main categories and four types, but does not risk a
definition. Finally the Commission’s recent Communication on Upgrading the Single Market (°), first uses the term
‘collaborative economy’ as a synonym but, instead of giving a definition, restricts itself to listing the benefits for
stakeholders (consumers and workers) and focuses on its impact in terms of productivity and sustainability to develop a
‘European agenda for the collaborative economy’ in 2016. The European Parliament has not made any substantial
contribution so far beyond a resolution on Towards a Digital Single Market Act (°) (21 December 2015) and a number of
high-quality studies and a few briefings on specific issues. So far however, none of these documents have studied the impact
in terms of job creation and growth.

D
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6.4  The EESC sees no need to be original when one of the many existing definitions would seem to have won broad
acceptance. It has therefore adopted the Botsman & Rogers definition of a sharing economy, namely an ‘economic system
based on sharing underused assets or services, for free or for a fee, directly from individuals’ using online platforms,
although a more precise analytical distinction concerning the concept of ‘sharing’, i.e. ‘non-profit, and the use of platforms
might help to better inform policy and develop more appropriate regulation.

6.5  This definition is comprehensive enough to include areas as varied as production, consumption, financing
(crowdfunding) or knowledge itself and to allow subdivision into four fairly autonomous areas: collaborative consumption;
collaborative education, training and knowledge; collaborative funding; and collaborative production ().

6.6 This definition also makes it possible to identify business models masquerading as sharing economy practices when
in reality they are no more than profit-making B2C business models. This conclusion can serve as a gauge for the purposes
of analysing the functioning of these platforms (though not always transparent) and we can find examples of genuine
sharing economy practices based on P2P platforms, where the platforms’ only role is to enable peer-to-peer contact.
However, there are also examples of companies that use the guise of P2P platforms to carry out business — by receiving
commission, receiving payments, providing ancillary services — and which should not be treated as sharing economy
operators, but as providers of B2C services, with the consequences that this entails.

6.7  This definition therefore permits the immediate exclusion of certain types of practices from the sharing economy
concept, which might otherwise be deemed to qualify, namely:

(a) the sharing of food or non-durable goods;

(b) mutual societies and cooperatives;

(c) social entrepreneurship;

(d) philanthropy;

(e) the on-demand economy;

(f) the functional economy, which has more to do with the circular economy;

(g) pure intermediation.

7. The growing economic importance of this trend and policy options to be developed

7.1 Although its scope has still not been very clearly defined, numerous studies or surveys have been carried out to
determine its economic weight at EU and international level.

7.2 There can therefore be no question that in recent years and especially during and in response to the ongoing crisis,
sharing economy initiatives have continued to increase. The Collaborative Consumption website features over
1 000 initiatives.

() http:/fwww.euro-freelancers.eu/marco-torregrossa-presentation-on-the-sharing-economy-2/
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7.3 According to estimates used by the European Commission, the volume of world trade hidden beneath the banner of
the sharing economy amounted to USD 3,5 billion in 2013, representing an annual growth rate of 25 %. It is currently
estimated at 20 billion. Forecasts by PwC consultants point to sharp growth until 2025 (%).

7.4 In addition to creating economic value, the social and environmental dimensions of the sharing economy have the
potential to strengthen solidarity between people, boost local economies, create jobs, rationalise household consumption by
pooling the use of certain goods, reduce energy footprints and promote more responsible and sustainable consumption.

7.5  The EESC believes that this type of economy ‘represents an innovative complement to a production economy in the
form of a use-based economy offering economic, social and environmental benefits’ and that it ‘also offers a way out of the
economic and financial crisis’ ().

7.6 As a result, the EESC has not hesitated to urge the Commission to undertake a whole raft of indispensable policy
measures in order to ensure that the numerous varieties of the sharing economy and the different ways it operates are
supported, implemented, and gain credibility and trust at EU level and in the various Member States. This opinion cannot
but reiterate the views which the EESC has already published on these issues and to which it explicitly refers. It therefore
considers that the new business models constituted by these platforms raise urgent issues regarding the application of
national legislation, safeguarding workers’ rights and ensuring appropriate taxation. The EESC calls on the Commission to
address these concerns if the social benefits offered by these business models are indeed to be delivered.

7.7 Itis also important to draw attention to the urgent need for definitions, guidance or guidelines at EU level because
some Member States are already defining their own policies independently, in view of the delay and the apparent
uncertainty of the European institutions.

8. An activity protected by law

8.1 The interests at stake and their legal protection

8.1.1  Like any other activity that juxtaposes people with their own — sometimes conflicting — interests, the sharing
economy is covered by the laws governing the interests involved. The EESC therefore believes that it is wholly unrealistic to
argue that the sharing economy should be a ‘law-free’ area where freedom must reign unconfined and unconstrained, based
exclusively on trust and innate goodness (along the lines of Rousseau’s ‘noble savage’).

8.1.2  The EESC has systematically and consistently argued that all economic activities must be protected by law;
however, as it has also argued, these rules can also take different forms, which need to be coordinated harmoniously.

8.1.3  In particular, we refer to its most recent opinion on the role of self-regulation and co-regulation in the EU (*°),
where the EESC argues that ‘self-regulation and co-regulation are mechanisms for regulating economic and social relations
or commercial practices among the various economic stakeholders; they may be decided spontaneously or be imposed’.
They should be viewed as important instruments for complementing or supplementing hard law, but not as an alternative
to it, and in order to be valid, ‘their configuration and ambit must be defined by specific precepts that are legally binding
and enforceable, whether at national or Community level, respecting at the same time the nature of these instruments,
especially the voluntary agreement of the participants’.

) http:/[www.cpcp.be/medias/pdfs/publications/economie_collaborative.pdf
¢)  0JC177,11.6.2014, p. 1.
(% 0] C 291, 4.9.2015, p. 29.
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8.2 Rights and obligations

8.2.1  Indeed, once purely spontaneous practices between private individuals assume the significance of an economic
activity and the reciprocal rights and obligations of the parties take on a contractual nature, they must be subject to national
or EU laws that provide a legal framework for the rights and obligations of all parties.

8.2.2  However, the complexity of relations created within the social economy and described in point 4.7 warrant the
definition of a legal framework in which the parties should operate, especially in the case of hybrid activities such as
freemium or donationware transactions, as highlighted by the typical example of geocaching.

8.2.3  Insofar as this phenomenon, by its very nature, now clearly extends beyond the borders of the Member States, the
EU must define, for the purposes of its common and integrated area as a vast single market, the legal framework applicable
to these activities when they are carried out across borders. Its absence has already resulted in several Member States taking
different and sometimes contradictory positions with regard to certain specific cases (e.g. Uber), as is also happening in the
United States.

8.2.4  This legal framework mainly concerns the following priority areas:

(a) protection of the rights of all partners operating in the sharing economy, including prosumers, by adapting these
relations across the existing EU acquis on consumer rights, with particular reference to unfair contractual terms, unfair
commercial practices, health and safety and e-commerce;

(b) basic consumer rights, which would have to be extended to include them (information, transparency, data protection
and privacy, health and safety);

(c) protection of data and privacy of those involved (tracking and profiling) that ensures the portability of their data;

(d) competition law, insofar as these activities compete on the market with companies pursuing identical objectives and
activities, and insofar as they ensure fair competition and combat monopolies and anti-competitive practices in order to
address other challenges of the sharing economy;

(e) tax law, insofar as revenues from these activities cannot be exempt from appropriate taxation, in order to combat tax
evasion and avoidance;

(f) the responsibility of the platforms, depending on the services they provide, and in line with their level of involvement in
the transactions undertaken through them and guarantees relating to the legality of their dealings;

(g) the impact on the labour market and the very definition of the concept and forms of work in the digital environment;

(h) protection of the workers involved, distinguishing between the situations of workers who do not have an employee-
employer relationship with the platform, protecting them on the basis of the principles that apply to self-employed
workers, and of workers who actually qualify as employees, applying the principles that protect employed staff,
particularly with regard to ‘false’ self-employment and job insecurity;
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(i) protection of workers’ social rights and instruments, such as the right of association, the right to strike and the right to
collective bargaining and social dialogue;

(i) protection of social models and of the Member States’ capacity to ensure the future sustainability of these models;

(k) the environmental dimension, with a view to monitoring the environmental impact of the collaborative economy in
order to prevent negative repercussions (*');

() copyright and intellectual property, to be considered during the review of Directive 2001/29/EC.

8.3 Regulatory options

8.3.1 At EU level, the only level of relevance to this opinion, the EESC believes that the institutions, starting with the
Commission, due to its right of initiative, but also the Council and the EP, should devote very particular and urgent
attention to developing a regulatory framework that defines its precise scope and the parameters within which this activity
should be developed since there is no doubt that the measures will have to be adapted to the various forms of sharing
econonty.

8.3.2  Within this framework, pride of place must be given to the common principles of public order and interest, which
should be considered as mandatory requirements for participants in these forms of economic activity, and in particular
those mentioned in point 8.2.4.

8.3.3  However, the EESC has always maintained that, at the same time and in parallel, there is a whole space which must
be left to self-regulation and co-regulation and even believes that we are confronted with a typical instance of what some
refer to as ‘shared regulation’, as recently argued by the Royal Society for the encouragement of Arts, Manufactures and
Commerce (RSA), London or the model code of conduct drawn up by Sharing Economy UK (SEUK) (*?).

8.4 A special role for self-regulation

8.4.1  The EESC has always held the view that the EU institutions and national authorities should not define the content
of self-regulatory codes, which should be left to the sole discretion of the parties when they do not seek to obtain binding
recognition between the parties.

8.4.2  However, to the extent that these agreements aspire to recognition as ‘an accessory regulatory instrument in the
legal system concerned’, the EESC has argued — in its abovementioned opinion — that the EU’s ‘parameters for recognising
these regulatory instruments must be quite clear, as must the principles governing them and their limits’. This reasoning
applies fully to the sharing economy, which is no exception.

8.4.3  The EESC regrets that when a new Interinstitutional Agreement between the Council, Parliament and the
Commission was adopted on 13 April 2016, these institutions did not take the opportunity to make the improvements to it
as advocated by the EESC in its abovementioned opinion on self-regulation and co-regulation (SRCR), which featured in the
previous agreement, and that, at this stage, SRCR only gets an unspecific mention in the ‘Better Regulation’ package, which
is relegated to a footnote referring to the principles on making better use of SRCR and the CoP platform, and a few scattered
references in the guidelines and the toolbox.

8.4.4  If there is one field where, in order to gain credibility and the trust of its users, the definition of the parameters
described above is increasingly necessary, then it is undoubtedly the shared economy, which would benefit greatly from a
solid architecture and reliable self-regulation or co-regulation at EU level.

8.4.5  The EESC therefore looks forward to the announced ‘European agenda for the collaborative economy’, and as of
now urges the Commission not to neglect the regulatory aspects of this activity and the role that self-regulation and co-
regulation should play in this area.

Brussels, 25 May 2016.
The President

of the European Economic and Social Committee
Georges DASSIS
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Opinion of the European Economic and Social Committee on REFIT
(exploratory opinion)

(2016/C 303/06)

Rapporteur: Denis MEYNENT

On 13 January 2016, the Commission decided to consult the European Economic and Social Committee,
under Article 304 of the Treaty on the Functioning of the European Union, on:

REFIT

(exploratory opinion).

The REFIT subcommittee, set up under Rule 19 of the Rules of Procedure, which was responsible for
preparing the Committee’s work on the subject, unanimously adopted its draft opinion on 19 April 2016.

At its 517th plenary session, held on 25 and 26 May 2016 (meeting of 26 May 2016), the European
Economic and Social Committee adopted the following opinion by 185 votes to 4, with 8 abstentions.

1. Conclusions and recommendations

1.1 The Committee notes that the REFIT (') programme’s prime aim is to better the quality and efficacy of EU legislation
and to draft simple, understandable and coherent rules, without calling into question established strategic objectives or
being detrimental to the protection of citizens, consumers, workers, social dialogue or the environment.

1.2 European legislation is an essential factor in integration, not a burden or cost to be reduced. On the contrary, when
proportionate it is an important guarantee of protection, promotion and legal certainty for all European stakeholders and
citizens.

1.3 Impact assessments of any legislative proposals must be integrated and accord due importance to the economic,
social and environmental dimensions, including for SMEs. The Committee calls for the Parliament, the Council and the
European Commission to agree on a common methodology on impact assessments, which could also serve as a prompt for
the Committee and the Committee of the Regions (CoR).

1.4 Both the public consultation process and the consultation of experts and stakeholders should be as open as possible,
but cannot be a substitute for the consultation of social partners and the Committee.

1.5  The Committee calls on the Commission to include in its scoreboard an annual assessment — both quantitative and
qualitative — of the main costs and benefits of REFIT programme measures, including the level and quality of employment,
and social, environmental and consumer protection.

1.6 The decision-making process should remain as smooth and relevant as possible. The bodies and filters set up to
check the legitimacy of the process must not undermine political decision-making, which must remain sovereign. There is a
need here to stand up to bureaucratisation of the decision-making process.

(") The abbreviation stands for the ‘Regulatory fitness and performance’ programme.
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1.7 The Committee duly notes the introduction of the REFIT platform, which has been given a mandate to work towards
more effective legislation and simpler administrative rules. It stresses that it should be restricted to carrying out a limited
review of a number of topics and cannot replace the co-legislators or the mandatory consultation of the Committee —
since its work is of a different nature — and the social partners, as provided for by the Treaties. It calls on the Commission
to make public the criteria for shortlisting the suggestions addressed to the platform, to ensure these are balanced and to
make clear the follow-up to the platform’s recommendations so that influences can be traced.

1.8 Asregards the representativeness of the REFIT platform, the Committee thinks that if it were granted two additional
seats, this would allow it to fully respect the nature of its mandate and reflect the civil society that it is charged with
representing. The Committee also notes the absence of pan-European representation of micro, small and medium-sized
enterprises in the platform’s ‘stakeholder group’ and calls for this to be remedied as soon as possible.

1.9  The Committee, with the advantages of its direct links with the grassroots level, a huge network of national
organisations and the expertise of its members, is well-placed to make a major contribution to impact assessments carried
out at a European level. It intends to give priority to ex post and qualitative assessments, in order to be able to determine
the impact of legislative action or of a European policy and to pass on the experience of European economic and social
partners.

1.10  When particular directives are being transposed, the Committee would like to provide its own distinct input into
the European Parliament’s own-initiative report on the annual report on the implementation of EU legislation by Member
States by homing in on the additions made by the Member States when transposing.

1.11  The Committee calls for the REFIT programme exercise to be a two-way street — in other words, one that does not
conclude in advance what course regulation should take: validating, extending, complementing, amending or repealing
legislation.

1.12  The Committee could not agree to be a part of any exercise that sought to quantitatively diminish the EU acquis
without measuring in advance all the consequences on social, environmental and consumer protection.

1.13  The Committee supports a more rigorous ex post assessment of the effects of regulation in the EU policy cycle,
with particular reference to the expected impact on growth and employment set out in the impact assessment that
accompanies the original legislative proposal. Ex post evaluations should be conducted in a pluralistic way following a
reasonable period of time after the deadline for transposition into national law.

2. General comments

2.1  The Committee notes that legislation is essential in order to achieve the aims of the Treaty and to create the right
environment for smart, sustainable and inclusive growth that benefits the public, businesses and workers (). Regulation
also helps to improve well-being, protect the public interest and fundamental rights, promote a high level of social and
environmental protection and ensure legal certainty and predictability. It should prevent the distortion of competition and
social dumping.

2.2 The Committee therefore welcomes Vice-President Timmermans’ repeated assertion that the REFIT programme will
not leagi to deregulation of the EU acquis or reduce the standard of social and environmental protection and fundamental
rights (7).

() COM(2012) 746 final, p. 2.
()  COM(2015) 215 final.
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2.3 While the Committee believes that regulation generates costs and administrative burdens — which could turn out to
be onerous or unnecessary — it also generates substantial benefits for the public, businesses and public authorities. The
Committee points out that smart regulation must always seek to achieve real added value. Wherever possible, EU rules must
do away with burdens, not create new ones.

2.4 The Committee thinks that ‘Better law-making’ must adopt the approach best suited to taking forward completion of
the EU single market: targeted harmonisation, application of the mutual recognition principle in non-harmonised areas
where appropriate, co-regulation, self-regulation and standardisation. The Committee points out in this connection that
targeted and smart harmonisation of laws helps to remove obstacles to the smooth running of the internal market. The
harmonisation of 28 different bodies of national law does a great deal to simplify and trim the regulatory and
administrative burden for the EU’s business and citizens.

2.5  The Committee notes that the REFIT programme’s prime aim is to better the quality and efficacy of EU legislation
and to draft simple, understandable and coherent rules, without calling into question established strategic objectives or
being detrimental to the protection of citizens, consumers, workers, social dialogue or the environment.

2.6  In this connection the Committee points out its commitment to ensuring that the legislation at issue and the
associated burden are necessary, that the final benefits they provide exceed the costs they generate, and that the legislation is
proportionate and guarantees sufficient legal certainty.

2.7 Impact assessment

2.7.1  The Committee duly notes the signing of the interinstitutional agreement on better law-making by the three
institutions on 13 April 2016.

2.7.2  The Committee particularly welcomes their recognition that the impact assessment system is an instrument
intended to help them reach well-informed decisions and is not a substitute for political decisions (*.

2.7.3  The Committee is pleased that the Commission has included, within the ambit of integrated, balanced and
pluralistic impact assessments, alternative approaches that address the cost of non-Europe and the impact of the different
options on competitiveness, the effect of the proposals on SMEs and microenterprises, and the digital and territorial
dimension (°).

2.7.4  The Committee welcomes the Commission’s ability to conduct its impact assessment either on its own initiative or
at the request of the European Parliament or the Council, but regrets that each institution makes its own decision on how to
actually go about the assessment. The Committee calls for the three institutions to agree on a common methodology on
impact assessments, which could also serve as a prompt for the EESC and the CoR in drafting their own amendments.

2.7.5  The Committee’s position is that impact assessments must be carried out within the EU institutions themselves.
However, if it is intended for particular reasons to use private consultants, the Committee is adamant that:

— the specifications be drawn up impartially on the basis of clear and transparent criteria and be made public in advance,

— candidates be selected under conditions of utter transparency on the basis of a broad and pluralistic invitation to tender
that enables consultants to be rotated and their competences to be verified,

() Interinstitutional Agreement (IIA) of 15 December 2015, point 7 (http://ec.europa.eu/smart-regulation/better regulation|
documents/iia_blm_final_en.pdf).
¢)  Ibid.
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— the award of the contract be made public.

2.8 Stakeholder consultation

2.8.1  The Committee believes that the consultation of stakeholders and experts must not replace that of the social
partners, the Committee and the Committee of the Regions, which play their role at well-defined points in the legislative
cycle and within the limits set out by the TFEU, nor must it replace existing consultations at national level, which must be
based on strengthened participation of social partners. It points out that accurate stakeholder mapping is essential to make
sure those taking part are truly representative and that the consultation process is sound. It calls on the Commission to use
the transparency register to achieve this.

2.8.2  The Committee calls for consultation to be performed without prejudice to the structured civil dialogue (Article 11
(2) TEU) and consultations carried out within specific frameworks, such as consultation of the social partners as part of
social dialogue (employers’ organisations and trade unions) (Article 154 TFEU) or of advisory bodies, such as the European
Economic and Social Committee (Article 304 TFEU).

2.8.3  The Committee stresses that the ‘stakeholder mapping’ must ensure a good geographical breakdown by target
group, with special attention to under-represented groups. A substantiated weighting system should be applied when
analysing responses to consultations (°).

2.9 The REFIT programme

2.9.1  The Committee duly notes the general aims of the Commission’s REFIT programme and draws attention to its
opinions () covering the ‘Better regulation’ programme and ‘smart regulation’. In the Committee’s view, ‘smart regulation’
gives no dispensation from the obligation to comply with the regulations on protecting the public, consumers and workers,
or with gender equality and environmental standards and must not prevent improvements from being made to them. It
must also comply with the social dimension of the internal market as provided for by the Treaty, in particular as regards the
transposition of the agreements negotiated within the European social dialogue.

2.9.2  The Committee notes that the Commission is seeking to improve the process and quality of the instruments
intended to ensure the best possible scrutiny of implementation.

2.9.3  The Committee calls on the Commission to include in its scoreboard an annual assessment — both quantitative
and qualitative — of the main costs and benefits of REFIT programme measures, including the level and quality of
employment, and social, environmental and consumer protection.

2.9.4  The Committee wants to make it clear that better regulation cannot — and should not — be a substitute for
political decisions.

2.10 REFIT platform

2.10.1  The Committee duly notes the creation of the REFIT platform, in which it is involved and which is intended to
analyse the proposals to reduce the unnecessary administrative and regulatory burden and facilitate the application of EU
legislation in the Member States. It notes that the areas relating to social dialogue and the competence of the social partners
have been removed from the platform’s remit.

) 0JC 383 17.11.2015, p. 57.
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2.10.2  The Committee notes, however, that the platform must:

— remain an advisory forum for pooling ideas which cannot alter how the institutions — and especially the co-
legislators — operate,

— respect the consultation of the Committee and other mandatory consultations provided for in the Treaties, in particular
Article 154 TFEU relating to the social partners,

— be restricted to carrying out a review of a limited number of topics.

2.10.3  The Committee also expects that:

— the platform should not duplicate the consultation processes implemented elsewhere and should not constitute an
unnecessary layer of bureaucracy,

— the platform should not interfere in the decision-making process on the grounds that the platform has been consulted,
has discussed a particular issue or suggested a particular way to proceed.

2.10.4  The Committee highlights the fact that the large number of participants in the platform, the very varied nature of
the stakeholders (Member States, social partners, NGOs and civil society), the extremely broad range of topics on the
agenda, as well as the limited frequency of meetings, are unlikely to generate in-depth discussions on the suggestions
considered by the platform.

2.11 Representativeness of the REFIT platform

2.11.1  The Committee points out in this connection that, despite being an institution established by the Treaties and
representative of the diversity of the EU, it only has a single seat and its three groups take turns in participating in the
platform’s work.

2.11.2  The Committee thinks, therefore, that if it were granted two additional seats, this would respect the tripartite
nature of the institution and its mandate, and so reflect the civil society that it is charged with representing.

2.11.3  The Committee notes the absence of pan-European representation of micro, small and medium-sized enterprises
in the platform’s ‘stakeholder group’ and calls for this to be remedied as soon as possible.

2.12 Workings of the platform

2.12.1  The Committee calls on the Commission:

— to clarify the methods and criteria for the selection of parties represented in the platform,

— to ensure that all stakeholder representatives have the material resources to enable them to prepare for meetings and to
contribute effectively at them,

— to make public the number of suggestions received by the Commission and forwarded to the platform and the criteria
for shortlisting them,

— to make sure that the suggestions are truly representative (Member States, social partners, civil society),
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— to provide comprehensive, timely and effective preparatory documents for the members, to allow them to prepare for
the meeting in an optimum manner with the aim of contributing effectively to the whole experience,

— to follow up on the recommendations so that the influences can be traced,

— to publish the results obtained as part of the work of the platform.
3. Ancillary comments

3.1 Assessment of EU policies

3.1.1  The Committee points out that it must be considered an institutional partner in its own right and not merely a
subcategory of stakeholders with many, varied and conflicting interests.

3.1.2  The Committee points out that it is well placed — with the advantages of its direct links with the grassroots level, a
huge network of national organisations and the expertise of its members — to make a major contribution to this impact
assessment.

3.1.3  The Committee stresses that the assessment process will strengthen its relations with the various civil society
organisations and enable it to further expand this role as a bridge between the institutions and civil society representatives.

3.1.4  Specifically, the EESC points out that its assessment will take the form of recommendations on policy and that
these will highlight the main impacts of the policy in question on civil society, while also suggesting the best way forward.

3.1.5  The Committee stresses that it must give priority to ex post and qualitative assessments, in order to be able to
determine the impact of legislative action or of a European policy and to pass on the experience of European economic and
social partners.

3.1.6  The Committee thinks that the ex post assessments by the Commission and the Parliament, to which it will
contribute, should serve as the basis for a legislative amendment or new legislation on which it will be consulted.

3.1.7  The Committee is delighted that it will thus be able to be fully involved in the legislative cycle and have many more
opportunities to help with the drafting of future EU policy strategies.

3.2 Transposition of directives

3.2.1  When directives are being transposed into domestic law, the Member States sometimes add elements that bear no
relation whatsoever to the EU legislation concerned. The Committee thinks, therefore, that these add-ons should be made
evident either by the transposing law or laws themselves or by documents relating to them (¥). In this connection, the
Committee deprecates the use of the term ‘gold-plating’ (meaning ‘overregulation’), since it stigmatises certain national
practices and precludes a discriminating and flexible approach.

3.2.2 Where harmonisation is minimal, the Committee thinks that the Member States must retain the option of drafting
provisions in their domestic law that seek to achieve: greater employment, better living and working conditions, adequate
social protection, a high and sustainable employment rate and combating exclusion (%), the promotion and development of
SMEs and high standards of health and consumer protection (*%), as well as protection in the environmental sphere (*') —
without, however, erecting needless regulatory or administrative barriers. The EESC thinks it important, therefore, to favour
regulations rather than directives wherever possible.

) Point 31 of the Interinstitutional Agreement.
%) Article 151 TFEU.

9 Articles 168 and 169 TFEU.

) Article 191 TFEU.
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3.2.3  The Committee notes that the efforts invested in achieving maximum harmonisation in legislative proposals quite
often lead to a plethora of derogations and exclusions, the result of which is to create and legitimise further barriers to the
internal market.

3.2.4  The Committee can, it believes, play a useful role as an intermediary between legislators and those using EU
legislation. It can provide its own distinct input into the European Parliament’s own-initiative report on the annual report
on the implementation of EU legislation by Member States by homing in on the additions made by the Member States when
transposing. It thinks the study drafted by its Single Market Observatory on ‘The workings of the Services Directive in the
construction sector’ (*?), as well as the study by its Labour Market Observatory on ‘The implementation of EU policies for
youth unemployment’ (**) — to give just two examples — could be useful in terms of methodology.

3.3 Outlook

3.3.1  The Committee calls for the REFIT programme exercise to be a two-way street — in other words, one that does
not conclude in advance what course regulation should take: extending, complementing, amending or repealing legislation.

3.3.2  The Committee agrees that the Commission should carry out a permanent screening and re-evaluation of the EU
acquis, reviewing in particular the relevance and added value of EU legislative and non-legislative acts.

3.3.3  In the Committee’s view, the integrated and comprehensive nature of impact assessments is crucial and the
Commission must not concentrate solely on competitiveness. It is important to take proper account of the added value of
EU action and the cost-benefit analysis should embrace all aspects, including the costs of failure to act.

3.3.4 Impact assessment

3.3.41  The Committee does not believe that increasing the impact assessment criteria can cause the Commission not to
act or to reject an initiative on the grounds that one or more criteria are not met; nor does it think that the large number of
criteria can lead to the bureaucratisation of the decision-making process or to a reluctance to legislate.

3.3.4.2  The Committee is particularly attentive to the ‘Think small first’ principle and the SME Test, especially in its
opinion on the Small Business Act (*#), but thinks it does not make sense to grant blanket exemptions for microenterprises,
whereas it does make sense — because we are dealing with legislative proposals — to take a case-by-case approach based on
a scrupulous impact assessment.

3.3.4.3  The Committee agrees that the Commission proposals are accompanied by a rigorous, evidence-based impact
assessment, but stresses that it is for the EU legislator to exercise its discretion — by ensuring a balance between, on the one
hand, the protection of health, the environment and consumers, and, on the other hand, the economic interests of
traders — V;J?en pursuing the objective assigned to it by the Treaty of ensuring a high level of health and environmental
protection ().

3.3.4.4  The Committee points out that this exercise could also cover quantification of the regulatory and administrative
burden, provided that it:

— examines the issue of cost and burdens of regulation not just in terms of its impact on enterprises and competitiveness
in general, but also in relation to the benefits of the existing rules for social, environmental, consumer rights, public
health and employment matters,

(') http:/fwww.eesc.europa.eu/resources/docseesc-2014-02466-00-01-tcd-tra-en.pdf

(") http:/[www.eesc.europa.eu/?i=portal.en.Imo-observatory-impact-study-youth

(" 0JC376,22.12.2011, p. 51.

(*’)  Judgment of the Court of 8 July 2010, Afton Chemical, C-343/09, ECLLEU:C:2010:419, paragraph 56.


http://www.eesc.europa.eu/resources/docs/eesc-2014-02466-00-01-tcd-tra-en.pdf
http://www.eesc.europa.eu/?i=portal.en.lmo-observatory-impact-study-youth
http://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1462196912164&uri=CELEX:52011AE1375
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— does not reduce or dilute the EU’s policy objectives;

— verifies the ‘holes” in the regulation and initiatives relating to doing business, so that EU has smart, very high-quality
standards.

3.3.4.5  The Committee could not agree to be a part of any exercise that sought to quantitatively diminish the EU acquis
without measuring in advance all the consequences on social, environmental and consumer protection.

3.3.4.6  Asregards the cumulative cost assessment (CCA), the Committee points out that, when the Commission assesses
the ex ante or ex post impact of a piece of European legislation, it will have to take on board the fact that these new costs
are additional to existing compliance and implementation costs. The Committee accepts that CCAs seek to calculate the
financial costs that encumber legislation in this or that sector, but points out that this assessment cannot be such as to
partially or totally exempt a sector.

3.3.5 Ex ante assessment

3.3.5.1  The Committee is concerned that the discussion is shifting increasingly upstream of the process, before the co-
legislators and the social partners are involved, which risks leaving them in the dark about the terms of a debate that will
have already taken place without them.

3.3.6 Ex post assessment

3.3.6.1  The Committee thinks that ex post assessments are at least as important as ex ante assessments. It therefore calls
on the Commission to put forward a methodological guide to dealing with sustainable development criteria.

3.3.6.2  The Committee supports a more rigorous ex post assessment of the effects of regulation in the EU policy cycle,
with particular reference to the expected impact on growth and employment set out in the impact assessment that
accompanies the original legislative proposal.

3.3.6.3  The Committee believes that ex post evaluations should be conducted in a pluralistic way following a reasonable
period of time after the deadline for transposition into national law.

3.3.6.4  The Committee considers that ex post assessments are important tools for analysis and that their findings can
feed directly into potential impact assessments relating to revision of legislation.

Brussels, 26 May 2016.

The President
of the European Economic and Social Committee
Georges DASSIS
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ANNEX

The following amendments, which received at least a quarter of the votes cast, were rejected during the discussions (Rule 54
(3) of the Rules of Procedure):

(a) Point 2.11.1 and point 2.11.2

gHon o—ftly—respectthe nature—o adate-and—refHectthe—civilsociety-that-it—is—charoed
notes the absence of pan-European representation of micro, smal
calls for this to be remedied as soon as possible.

I and medium-sized enterprises in the platform’s ‘stakeholder group’ and
Reason

There can only be one EESC representation — of the EESC and not of each of its groups. How this unity of representation is
ensured is a matter exclusively for the EESC, which must not be able to deliberate and vote with three separate — possibly
discordant — voices.

Outcome of the vote:
For: 49
Against: 123

Abstentions: 16
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Opinion of the European Economic and Social Committee on ‘The changing nature of employment
relationships and its impact on maintaining a living wage and the impact of technological
developments on the social security system and labour law’

(exploratory opinion)

(2016/C 303/07)

Rapporteur: Kathleen WALKER SHAW

In a letter dated 16 December 2015, the Ministry of Social Affairs and Employment asked the European
Economic and Social Committee, on behalf of the Dutch presidency of the Council and under Article 304 of
the Treaty on the Functioning of the European Union, to draw up an exploratory opinion on:

The changing nature of employment relationships and its impact on maintaining a living wage

In a letter dated 14 March 2016, the Ministry of Foreign and European Affairs of the Slovak Republic, due to
take over the presidency of the Council in July 2016, requested the European Economic and Social Committee
under Article 304 of the Treaty on the Functioning of the European Union to provide an exploratory opinion
in preparation for the informal EPSCO Council (14-15 July 2016) on:

The impact of technological developments on the social security system and labour law

(exploratory opinion)

Given that the request corresponded to much of the work being done under the opinion requested by the
Dutch presidency, and in view of time constraints for the Council, it was agreed to combine the two requests
into one opinion.

The Section for Employment, Social affairs and Citizenship, which was responsible for preparing the
Committee’s work on the subject, adopted its opinion on 12 May 2016.

At its 517th plenary session, held on 25 and 26 May 2016 (meeting of 25 May 2016), the European
Economic and Social Committee adopted the following opinion by 201 votes to 3 with 4 abstentions.

1. Conclusions and recommendations

1.1 The changing nature of work and employment relationships is developing rapidly. The challenge for the EU is to
encourage innovation, technological development and creativity to drive and deliver positive outcomes for a sustainable
and competitive social market economy. The impact of these developments on the labour market and standards, economy,
tax and social security systems and the living wage need to be assessed. Creating a level playing field and fair digital
economy for workers and for enterprises of all sizes and sectors as well as scaling-up digital skills, are some of the most
important challenges we have to tackle. Europe and its social partners have a key role to play to ensure that this process
leads to a positive, fair and sustainable result, and that any grey areas in rights and protections are addressed.

1.2 The EESC considers it a priority to protect the quality and financial sustainability of social welfare systems across the
EU, and recommends that the EU Commission and Member States in consultation with the social partners, undertakes
research into best practice as a basis for developing social welfare models adapted to cover more flexible forms of
employment, ensuring participation in appropriate levels of social protection for the entire workforce, including
independent workers who fall outside the traditional welfare system. This should be given consideration in the development
of the EU Pillar of Social Rights. We welcome the fact that EESC is looking at this issue in a separate opinion.
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1.3 The EESC recommends further analysis on the impact of these developments on skills as well as an assessment of
what provisions for life-long training, re-skilling and up-skilling are available to workers under these new relationships to
avoid any deskilling effect of these innovations, or a negative effect on qualifications, and ensure better employment
opportunities. Promoting and scaling up digital skills for all must be a priority in the EU.

1.4  The EESC believes more data and analysis is needed at EU level on the extent of crowd employment, the
characteristics of crowd workers, the varieties of new forms of work such as zero hours and on-demand contracts and new
professions, civil law contracts, the size of the ‘platform economy’, the sectors in which it operates and its geographical
distribution across the EU. This will help to assess the needs of business and workers, when using these forms of
employment.

1.5  Statistics on these developments need to be gathered more routinely through European labour surveys, and labour
market reports identifying best practice where it exists. This will enable the impact of new forms of work and employment
relationships on the labour market and economy to be monitored and their contribution to creating sustainable quality jobs
and growth to be assessed to inform EU employment policy development, including the EU Semester and the 2020
Strategy. Horizon 2020 and other relevant EU funding lines should finance this research.

1.6  Longitudinal data is also required to establish the lifetime implications of new forms of work, and their impact on
sustainability of work over the life course (*). It is also important to identify the extent to which they are gendered or related
to other demographic variables (such as age, disability, ethnicity and migrant status).

1.7 A clarification of the legal status of new labour market intermediaries such as online platforms is urgently required
to enable them to be identified in the official statistics, to track their growth and establish which standards, obligations,
liabilities and rules of operation should apply and which regulatory bodies should be responsible for inspection and
enforcement, whilst recognising that these platforms can be a source of innovation, employment opportunities and
economic growth.

1.8 The EESC notes that the European Commission is currently consulting on the Written Statement Directive (*) and
anticipates that addressing new forms of employment relationships will be included in proposals should the EU
Commission decide to revisit this legislation. In particular it is hoped that clarifications will be made as regards new forms
of employment relationships and work, whilst taking account of the needs of SMEs. Consideration may also be given to
extending the scope of application to cover ‘workers; for written statements to be provided from day one; and for a
minimum number of hours to be stated to stem zero hours contracts.

1.9 The EESC recommends that in relation to online platforms, crowdsourcing, economically dependent self-employed
and other new forms of self-employment, issues relating to regulation of the activity of the intermediary, liability for
accidents, damage and service failures need to be addressed to protect workers, consumers and the public at large. There is a
need for clarification of the applicability of existing EU regulations on safety and health at work for these new forms of
employment, procedures for dealing with breaches of these regulations, responsibilities for inspection and for workers,
consumers’ and public liability insurance.

(") France Stratégie, ‘Le compte personnel d’activité de I'utopie au concret, final report.
OECD, ‘Employment outlook 2014’, p. 179.
()  Directive 91/533/EEC.


http://www.strategie.gouv.fr/sites/strategie.gouv.fr/files/atoms/files/fs_rapport_cpa_final_2.pdf
http://www.oecd-ilibrary.org/employment/oecd-employment-outlook-2014/non-regular-employment-job-security-and-the-labour-market-divide_empl_outlook-2014-7-en;jsessionid=3mjur72rf6wi7.x-oecd-live-03
http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:31991L0533
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1.10  Labour inspectorates should be ensured a role to cover these employment forms in their remit according to
national practices, and their inspectors provided with appropriate resources, competencies and training. The development
of partnerships with trade unions, consumer or other representative associations could be helpful in addressing public
concerns and seeking redress. Exchanging best practice will be an important part of this process.

1.11  The impact on collective bargaining coverage in affected sectors should also be analysed, given that many workers
could be placed outside collective bargaining structures and trade union representation. The EESC is concerned that where
workers are regarded as self-employed, their right to associate freely may be in question if their association could be
regarded as forming a cartel, running a risk of being put in conflict with EU rules on anti-competitive practices. These
concerns, which could undermine this fundamental right, need to be addressed and remedied. Guidance is needed around
the application of competition rules to self-employed workers in an employee-like situation. In this context, the use of the
ILO understanding of ‘worker’ rather than the more narrowly defined ‘employee’, could be helpful to better understand how
fundamental principles and rights at work apply (), the enjoyment of which EU competition rules should not impede.

1.12  The EESC calls for an investigation into the contractual status of crowd workers and other new forms of work and
employment relationships, as well as obligations of the intermediaries, taking into account the ability of such workers to
negotiate or determine pay, hours and conditions, holidays, pensions, maternity rights, employer-paid health insurance and
other employment rights and protect the ownership of intellectual property produced. Guidelines are also necessary to
clarify possible grey zones linked to employment status in relation to taxation and social insurance.

1.13  The EESC recommends that the European Commission, the OECD and the ILO work together with the social
partners to develop appropriate provisions on decent working conditions and protection for online workers and workers
under other new relationships. The EESC believes that developing an EU level approach would be beneficial, whilst noting
that most actions will need to be carried out at national, sectoral or workplace level.

1.14  As the European social partners have indicated, it is important that the European Commission plans its
employment policy agenda in a way that underpins the digital transformation of our economies and labour markets. It
should, at the same time, aim to maximise quality employment opportunities that can arise from the digitalisation of our
economies. Labour market policies should also aim to protect and re-skillfup-skill those who will be affected by
digitalisation. The EESC recommends that effective rights and protections, monitoring and enforcement are put in place in
this respect to avoid widening income inequalities and reduction in disposable incomes and ensure the sustainable potential
for economic growth across the EU.

1.15  The EESC suggests that the European Commission should consider ways in which the development of European
platforms can be encouraged in such a way that the value created remains in local economies, drawing on Europe’s rich
tradition of mutuality and cooperation in labour market coordination, often carried out at community level and with the
active cooperation of trade unions, local employers and national associations of the self-employed. It would be important to
consider measures that would help enterprises to create sustainable quality jobs by providing support beyond the initial
‘start-up’ phase to the expansion ‘move out’ stage where many new enterprises currently lack access to finance.

& As shown by the Court of Justice ruling in the FNV-KIEM (http://curia.europa.eu/juris/liste.jsfrnum=C-413/13) case in 2015, there is
clear room for interpretation around the application of competition rules to self-employed workers in an employee-like situation. A
2014 study on contractual arrangements for authors and performers by IVIR also highlighted sectoral exemptions as a possible way
forward highlighting a relevant example from Germany, where Article 12a of the Collective Bargaining Act allows certain self-
employed authors and performers to benefit from collective bargaining. The study specifies that such exemptions ‘are believed to
serve the public interest by awarding protection to a group that economically and socially deserves it in the same way as employees’.


http://curia.europa.eu/juris/liste.jsf?num=C-413/13
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2. Introduction

2.1  Rapid development of technologies, combined with other economic and societal developments have seen an
increase in new forms of work and employment relationships that are transforming and creating an ever more complex
labour market landscape. Innovation and creativity are important in driving a sustainable and competitive social market
economy. It is vital to achieve a balance between promoting the economic and social benefits of these new developments
ensuring necessary safeguards for workers, consumers and businesses, whilst avoiding their abuse as a means of
circumventing fair labour practices.

2.2 New forms of employment have the potential to create job opportunities, enable labour markets to function more
smoothly, offering increased flexibility for both workers and employers, adding to the autonomy of workers and
adaptability of work places, promoting skills development and offering increased scope to develop a positive work/life
balance. At the same time, it is important to promote quality employment, social dialogue and collective bargaining
structures wherever possible and address any lack of clarity about the rights and obligations of employers and workers; the
employment status of workers; liability for accidents, insurance and professional responsibility; and the applicability of tax,
social protections and other regulations. A comprehensive assessment of the ability of existing labour market and social
security systems to face these developments is required to avoid greater income inequalities, ensure people can maintain a
decent and reliable income and a balanced work and family life.

2.3 The EESC has considered issues related to these emerging trends in a number of opinions (*) that have been helpful
in informing this exploratory opinion. In the Netherlands and Slovakia, whose Presidencies requested this exploratory
opinion, non-standard employment is close to 60 % and 20 % respectively (°).

2.4 Recent reports from Eurofound (®) and ILO (') have helped identify the shift from traditional employment
relationships to more non-standard forms of employment over the past decade. The ILO states that ‘The ongoing
transformation in the employment relationship is having important economic and social repercussions. It contributes to the
growing divergence between labour incomes and productivity and ... may be fuelling income inequalities’ (*). According to
ILO (°), among countries with available data, covering 84 % of total global employment, only around one quarter (26,4 per
cent) of workers are employed on a permanent contract, whereas in high-income economies more than three quarters of
workers are on permanent contracts. Even though the standard employment model is becoming less dominant, it remains
an important element of the European labour market model. It highlights the importance for governments, EU institutions
and the social partners to identify and define the new employment forms, develop and adapt policy and legislation to
manage the change and ensure positive outcomes guaranteeing a favourable policy and regulatory environment to
safeguard the interests of enterprises and working people in all forms of employment.

3. General trends in employment: the context

3.1  European economies have seen increases in a range of employment practices that on one hand challenge the
traditional norm of a full-time permanent job with defined working hours, agreed rights and benefits and full inclusion in
national social protection systems. On the other hand these can lead to more job creation and innovative ways of working
and it is important to ensure the quality of such jobs in line with new business models. Some of these forms are associated
with globalisation, digitalisation, changing production patterns such as the outsourcing of work previously carried out in-
house, some with the introduction of new practices within companies and others with entirely new employment models.

* O] C 133, 9.5.2013, p. 77; O] C 11, 15.1.2013, p. 65; O] C 18, 19.1.2011, p. 44; O] C 318, 29.10.2011, p. 43; O] C 161,
6.6.2013, p. 14; O] C 13, 15.1.2016, p. 161; O] C 13, 15.1.2016, p. 40.

é) OECD, Reducing labour market polarisation and segmentation’, presentation of S. Scarpetta, 2014.
ILO — Report for discussion of the meeting of experts on non-standard forms of employment.
ILO — Conclusions of the meeting of experts on non-standard forms of employment.

© Eurofound, ‘New forms of employment.
Eurofound, ‘Harnessing the crowd — A new form of employment’.

() ILO, ‘The changing nature of jobs — World Employment and Social Outlook 2015'.
ILO, ‘Regulating the employment relationship in Europe: A guide to Recommendation No 198 — Employment Relationship
Recommendation 2006 (No 198).

() ILO, ‘The changing nature of jobs — World Employment and Social Outlook 2015, pp. 13-14.

) See footnote 8, p. 30.


http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52013AE0112:EN:NOT
http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:52012AE1279
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52010IE0639:EN:NOT
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.C_.2011.318.01.0043.01.ENG&toc=OJ:C:2011:318:TOCCCMI079
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.C_.2013.161.01.0014.01.ENG&toc=OJ:C:2013:161:TOC
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.C_.2013.161.01.0014.01.ENG&toc=OJ:C:2013:161:TOC
http://eur-lex.europa.eu/legal-content/FR/TXT/?uri=OJ:C:2016:013:TOC
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv%3AOJ.C_.2016.013.01.0040.01.FRA&toc=OJ%3AC%3A2016%3A013%3ATOC
http://ec.europa.eu/social/BlobServlet?docId=12726&langId=en
http://www.ilo.org/wcmsp5/groups/public/---ed_protect/---protrav/---travail/documents/meetingdocument/wcms_336934.pdf
http://www.ilo.org/gb/GBSessions/GB323/pol/WCMS_354090/lang--en/index.htm
http://www.eurofound.europa.eu/fr/publications/report/2015/working-conditions-labour-market/new-forms-of-employment
http://www.eurofound.europa.eu/news/spotlight-on/employment/harnessing-the-crowd-a-new-form-of-employment
http://www.ilo.org/global/research/global-reports/weso/2015-changing-nature-of-jobs/lang--en/index.htm
http://www.ilo.org/wcmsp5/groups/public/@ed_dialogue/@dialogue/documents/publication/wcms_209280.pdf
http://www.ilo.org/wcmsp5/groups/public/@ed_dialogue/@dialogue/documents/publication/wcms_209280.pdf
http://www.ilo.org/global/research/global-reports/weso/2015-changing-nature-of-jobs/WCMS_368626/lang--en/index.htm
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3.2 New forms of work can open up new opportunities for individuals to set up as entrepreneurs and to enter
occupations that were previously inaccessible to them, or to move out of the shadow economy of undeclared work.
Measurements of entrepreneurial motivations show that more people start up for positive reasons (e.g. to make the most of
a good idea) than for negative reasons (e.g. because they had no other options for work) (*?).

3.3 New employment relationships include ‘zero hours’, ‘on-call’ or ‘fly-time only’ contracts, ‘mini-jobs’, ‘portfolio work’,
voucher based work, civil law contracts, and job sharing arrangements. This is accompanied by a range of contractual forms
whereby work is organised through intermediaries including ‘umbrella companies’, ‘self-employment agencies’, ‘co-
employment agencies’ or online ‘crowd sourcing’ platforms. In many of these forms, workers are referred to as independent
contractors, ‘associates’, ‘taskers’, ‘partners’ or other terminology that sometimes obscures their employment status.
Although often regarded as self-employment, some of this work fails to meet criteria associated with genuine self-
employment such as the ability to define tasks, set pay rates or own the intellectual property produced. In some sectors
intermittent, occasional or seasonal work is typical for example in tourism, catering, and agriculture, and a degree of
flexibility is needed with regard to both the employer and the worker. Whether such work is managed through an agency or
independently, regulations relating to such contracts are necessary to avoid the scourge of undeclared work.

3.4 It is important to distinguish between genuine entrepreneurship, self-employed professionals and new forms of
dependent own-account working, and to ensure the quality of work. Even for workers with formal employment contracts,
developments in the organisation of work related to task-based assessment and project-based working are changing
traditional working hours affecting the pace of life and income security. Social dialogue and collective bargaining have been
successful in many workplaces such as call centres in addressing grey areas and improving working conditions.

4. Digitalisation

4.1  Digitalisation can increase productivity and flexibility in existing businesses and provide the basis for new industries
and employment, contributing to Europe’s growth and competitiveness. It also plays an important role in developing the
social market economy and promoting work-life balance needs and reducing gender inequalities in employment and social
security if it is managed effectwelly The recently adopted joint statement by ETUC, BusinessEurope, CEEP and UEAPME is a
helpful reference on this issue (

4.2 Digitalisation has had a major impact on the organisation of work and employment, which warrants further political
attention and management. It has also transformed consumer relations, leading to easy access to goods and services.
Consumer satisfaction is high, but there are concerns about the impact of this on the economy and improvements are
needed with regards to effective mechanisms for redress. Proactive pohcymakmg at EU and national level must ensure the
potential offered by digitalisation is unlocked whilst its pitfalls are avoided (*?).

4.3 Avery high proportion of the population has access to the internet from multiple locations and can, in principle, be
contacted at any time and any place for work-related purposes, leading to growth in nomadic working and the breakdown
of spatial and temporal boundaries between work and private life. This flexibility can benefit businesses and workers where
interests of both are respected. Further examination is required into whether, and to what extent, employees’ private and
family lives require additional protection in a time of ubiquitous digital and mobile commumcatlon and which measures,
whether at national or EU level, are appropriate to limit this universal availability/reachability (*?).

GEM 2015/2016 Global Report.

Statement of the European Social Partners on digitalisation.
O] C 13, 15.1.2016, p. 161, points 1.3, 1.5 and 5.6.

0J C 13, 15.1.2016, p. 161, point 4.4.

—~
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https://www.businesseurope.eu/publications/tripartite-social-summit-16-march-2016-statement-european-social-partners
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.C_.2016.013.01.0161.01.ENG&toc=OJ:C:2016:013:FULL
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.C_.2016.013.01.0161.01.ENG&toc=OJ:C:2016:013:FULL
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4.4 The diffusion of ICT skills and familiarity with standard software and global languages have underpinned employers’
ability to tap into global labour markets for outsourced work. This creates opportunities for European citizens to work for
global clients regardless of location, but also poses threats of unequal competition for businesses and workers, in that they
must compete with counterparts from low-wage economies for these jobs who may not be adhering to the core ILO labour
standards and guaranteeing decent work.

5. Skills development

5.1  Technological change can enhance skills development, but may also have the potential to deskill workers in
traditional occupations. The impact of these developments on skills should be considered as well as an assessment of what
provisions for life-long training, re-skilling and up-skilling are required and available to workers under these new
relationships. Businesses working together with trade unions, Cedefop and levels of government must ensure that skills are
developed to match the demands of the changing world of work. Effective use of EU Social Fund and other resources in
meeting these challenges is vital.

5.2 Ensuring people have the skills required to progress in quality jobs in the face of changing labour markets is a key
challenge, and must be a central focus of the future EU skills agenda. Assessing how best to adapt skills, and scaling up
digital skills for all must be a priority for the EU institutions and public authorities with the active involvement of the social
partners at all levels. The EESC notes that this is already a commitment in the EU Social Dialogue Work programme 2015-
2017.

6. Statistics

6.1  Reliable statistics on these developments are lacking. There is a need for data on the extent of crowd employment,
the characteristics of crowd workers, the varieties of self-employment, economically dependent self-employment, bogus
self-employment and precarious employment; the size of the ‘platform economy’, the sectors in which it operates and its
geographical distribution, comparing the EU’s position in the global context.

6.2 Statistics are also needed that enable the impact of new forms of employment relationship on the labour market,
polarisation of work, income and economy to be monitored and to inform EU employment policy, including the EU
Semester and the 2020 Strategy.

6.3  Longitudinal data is also needed to establish the lifetime implications of new forms of work, and their impact on
sustainability of work over the life course and to identify the extent to which they are gendered or related to other
demographic variables (such as age, disability, ethnicity and migrant status). The impact on collective bargaining coverage in
the most affected sectors should also be analysed, given that many workers who wish to be covered could be placed outside
collective bargaining structures and trade union representation.

6.4  Horizon 2020 and other relevant EU funding lines should support this research.

7. Legal status of labour market intermediaries

7.1 New forms of employment are developing so rapidly that contractual relationships cannot keep pace, which is why
we need to look at their legal status. Clarification of the status of labour market intermediaries and online platforms is
urgently required to enable them to be identified in the official statistics, to track their growth and establish which
standards, obligations, liabilities and rules of operation should apply and which regulatory bodies should be responsible for
inspection and enforcement. Differences in the terms and definitions of worker, employee, self-employed and intern across
the EU further complicate assessments.
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7.2 The EESC notes that the European Commission is currently consulting about the Written Statement Directive (**)
and anticipates that new forms of employment will be included in the remit.

7.3 Online platforms are expanding rapidly with a generally positive impact on economy, employment and innovation
whilst, in some cases, their development is on a scale that risks creating monopolies with the potential to distort the market
and create unequal competition. The ‘sharing economy’ and other new employment models should not be abused as a
means of avoiding paying decent wages, meeting tax and social security obligations and ensuring other employment rights
and conditions by externalising costs to users and workers, and avoiding regulations imposed on offline businesses. This
would risk undercutting businesses and workers in other sectors, undermining agreed standards as well as the level playing

field.

8. Health and safety

8.1  Off-site employment could entail health and safety risks to workers, their clients and the general public. Work may
be done in public spaces or private homes, using dangerous materials and equipment, without adequate instruction or
protective clothing. Responsibility for insurance, certification and professional liability could be unclear. Online workers
may carry out intensive screen work in unsuitable environments using furniture and equipment that does not meet
ergonomic standards.

8.2  Liability for safety and accidents is a grey area in relation to some online platforms and needs to be resolved to
protect workers, customers and the public at large.

8.3  Reference was made in the hearing of this opinion (*°) to other issues which need to be assessed including
exhaustion due to working long and unregulated hours and stress linked to the unpredictable nature of the work and
income, non-payment for rejected work, receiving a poor customer rating that cannot be challenged, being ‘deactivated’
from the platform or contract, the challenges of managing caring responsibilities without a clear work timetable, social
isolation and the combined effects of balancing multiple jobs.

8.4  There is a need for clarification of how far these new forms of employment are protected by existing EU and national
regulations on safety and health at work and by procedures for dealing with breaches of these regulations, responsibilities
for inspection and for workers’, consumers’ and public liability insurance. The Bilbao-based EU-OHSA could assist with
research and analysis in this area.

8.5  Labour inspectorates should be ensured a role to cover these employment forms in their remit according to national
practices and their inspectors provided with appropriate resources, competencies and training to ensure their effectiveness.
The development of partnerships with trade unions, consumer or other representative associations could be helpful in
addressing public concerns and seeking redress.

9. Employment status

9.1 New forms of employment affect a wide and heterogeneous range of occupations, spanning work that was
previously in the informal economy, freelance work and work normally done by direct employees. Its introduction may
create situations where identical tasks are performed in identical settings by workers with different statuses creating
inequalities in relation to protections, rights and rates of pay.

(" See footnote 2.
(") Public hearing on ‘The changing nature of employment relationships, the sharing economy, zero-hours contracts and the living
wage’, EESC, 31 March 2016.
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9.2 The introduction of new intermediaries into the employment relationship has in some cases introduced a lack of
transparency into relationships between the parties, hampering individual negotiation of the terms of employment and
restricting workers” access to collective bargaining.

9.3 Questions are raised about which party should be regarded as the employer and how self-employment should be
defined, including the legal definition and the system of penalties for illegal provision of labour and more serious forms of
exploitation. Several different employment models exist on online platforms, including examples of platforms that switched
to offering employee status to their workers in the interests of improving quality and reducing turnover (*°). Employees’
status provides a gateway to other employment rights. Where workers are regarded as self-employed, their right to associate
freely may be in question if their association could be regarded as forming a cartel, putting them in conflict with EU rules
on anti-competitive practices. This needs to be addressed, especially in situations where ostensibly self-employed workers
lack autonomy in defining their tasks and rates of pay.

9.4  The EESC calls for an investigation into the employment status of crowd workers and other new forms of
employment relationships, taking into account their ability to negotiate terms, the form of payment (and who determines it)
and the ownership of intellectual property produced. The investigation should aim to give guidance for Member States to
clarify, according to their national practices, the tax, social insurance and employment status of workers and the obligations
of these platforms in relation to working hours, pay, holidays, pensions, maternity rights, employer-paid health insurance
and other employment rights.

10. Fundamental and workers’ rights

10.1  There is a need for clarification of the rights of crowd workers and other workers in precarious and variable
employment relationships in relation to a range of issues, including:

— working hours,

— collective bargaining,

— freedom of association,

— information and consultation,

— adapting skills,

— rest breaks,

— right to social protection through insurance and benefits,
— right to challenge unfair management decisions/user ratings/de facto unfair dismissal,
— right to refuse work offered at short notice without penalty,
— fair wages, and

— the right to payment for work completed.

10.2  The European Commission, the OECD and the ILO should work together with the social partners to develop
appropriate provisions on decent working conditions and protections for online workers and workers under other new
relationships. The EESC believes that developing an EU-level approach would be beneficial whilst noting that most actions
will need to be carried out at national, sectoral or workplace level.

("% http://www.nytimes.com/2015/12/11 business/a-middle-ground-between-contract-worker-and-employee html


http://www.nytimes.com/2015/12/11/business/a-middle-ground-between-contract-worker-and-employee.html
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10.3  Trade unions and associations of self-employed people have recently begun to come together to make
recommendations for better solutions and coverage of social protection and benefits.

11. Maintaining a living wage

11.1  New forms of employment relationship are not restricted to low skilled manual or service jobs. Zero hours and
other forms of ‘on demand’ working are spreading to higher paid and high-skilled occupations, including lecturers, airline
pilots, and health and other public service workers, running the risk of eroding income potential and employment security.

11.2  The ability for much ICT and media-based work and services to be produced anywhere in the world creates further
unequal competition for businesses and workers as such work is increasingly outsourced to low-wage economies driving
down collectively bargained rates.

11.3  Research ('”) has shown that digitalisation is polarising employment between the highly skilled well-paid and low-
skilled low-paid, and that it is the middle-income moderately skilled bracket of workers in banking, insurance and
administration who are the victims in an increasingly unequal labour market. Many are forced to take several jobs to achieve
a living wage. However, some of these independent workers are highly qualified and experienced professionals who are well
aware of their market position, know what they are worth and wish to genuinely carry on business on their own account,
or are looking to their independent work to diversify their income stream, provide a back-up in case they lose their main
source of income, make money from a passion and explore new career and business opportunities; both realities exist, and
necessary rights and protections for all must be ensured.

11.4  Some new forms of employment have been driven by a desire to avoid the costs and obligations of more standard
forms of employment. There is a risk that without effective rights and protections, monitoring and enforcement, many new
forms of employment relationship will result in a race to the bottom of pay and conditions, and fuel widening income
inequalities, reduce disposable income and suppress demand and potential for economic growth across the EU and lead to
further long term macroeconomic challenges. The ability of such workers to determine their levels of pay and conditions
through collective agreements is vital to maintaining a living wage.

11.5  Payment in new forms of employment is often based on completing specific tasks rather than hourly rates. The
principle of fair remuneration should be maintained in all these circumstances and consideration given to all relevant
aspects of remuneration such as the quality of work produced and compensating working time ('®).

11.6  As family support and welfare systems vary across the EU, it is important to assess the impact of new forms of
employment on the financing of family support policies, recognising that a single living wage may not be sufficient to
sustain a family with children.

11.7  Wage-related issues cannot be seen in isolation from the problematic interface between wages and tax/social
protection and benefit systems in less clearly defined employment relationships. Again, clarity about who the employer is,
and the status of the worker are crucial.

(") http:/[www.liberation.fr/debats/2015/09/03/daniel-cohen-il-faut-une-societe-dans-laquelle-perdre-son-emploi-devienne-un-non-
evenement_1375142
(**)  Travel time is considered working time, see Tyco, judgment of the Court, 10 September 2015.


http://www.liberation.fr/debats/2015/09/03/daniel-cohen-il-faut-une-societe-dans-laquelle-perdre-son-emploi-devienne-un-non-evenement_1375142
http://www.liberation.fr/debats/2015/09/03/daniel-cohen-il-faut-une-societe-dans-laquelle-perdre-son-emploi-devienne-un-non-evenement_1375142
http://curia.europa.eu/juris/document/document.jsf?doclang=EN&text=&pageIndex=0&part=1&mode=DOC&docid=167291&occ=first&dir=&cid=746970
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12. Social protection

12.1  The EESC recognises the diversity of systems across Member States, and believes research is required into
developing social welfare models adapted to cover more flexible labour markets and ensure a sustainable and adequate
income to guarantee a decent existence. This should be given consideration in the development of the EU Pillar of Social
Rights. We welcome the fact that the EESC is looking at this issue in a separate opinion.

12.2  As labour markets become more fluid, with a growing proportion of workers not knowing in advance when or
where they will work, there are growing incompatibilities with national social protection systems which are based on the
assumption that clear distinctions can be drawn between the statuses of being ‘employed’ and ‘unemployed’. Such
incompatibilities benefit neither businesses nor workers.

12.3 A growing share of the workforce may not be contributing to, or benefiting from, established social security
systems such unemployment, health and pension benefits or insurance. This is already the subject of debate between the
social partners and governments in some Member States where the social partners are key players, but needs to be extended
across the EU, and involving local authorities, other civil society players, associations and providers, with a view to defining
viable and sustainable policy measures and legislation and complementary measures that ensures participation in
appropriate levels of social protection for the entire workforce — including the self-employed, crowd workers and workers
in the sharing economy.

12.4  The EESC recognises that there are substantial differences in the provision of welfare systems across Member States.
Whilst there is a clear need to assess the viability of the welfare systems to face the challenges induced by new developments
in economy and labour markets, the EESC believes it is important to safeguard revenue, and improve the overall quality,
reliability, accessibility and effectiveness of tax and social welfare regimes across the EU, which in many Member States
currently depend on high rates of standard employment and their related contributions. Such a loss of effectiveness would
threaten the fabric of the European social model and social market economy, which is built on strong public engagement in
the financing and provision of services of general interest and effective social security nets.

12.5  Tax and social protection systems need to be carefully examined to ensure appropriate levels of taxation and social
contributions for all forms of income, whether generated in conventionally organised sectors or in the sharing/platform
economy. The EESC believes that the role of these platforms could be clarified by provisions and legislation where required
which define protection for both the employed and the self-employed, including them in the social protection system in
terms of both regulation and contributions. The EU should encourage and coordinate reforms at Member State level, based
on best practice.

13. Ensuring EU benefits from new developments

13.1  Online platforms are an innovation which is already an economic reality in Europe. However, at present, high
proportions are based outside the EU taking significant cuts from each transaction within the EU, sometimes amounting to
25 % of the value, most of which is off-shored. They may pay little or no tax or contribution to education, infrastructure or
public services in the localities where they operate in Europe. Where workers are not genuinely self-employed, there can be
discrepancies in payments of tax, pensions or other social protection systems. There is a need for assessment of their impact
on — and contribution to — creating sustainable jobs and growth within the EU.

13.2  The European Commission should consider ways in which the development of European platforms can be
encouraged in such a way that the value created remains in local economies, drawing on Europe’s rich tradition of mutuality
and cooperation in labour market coordination, often carried out at community level and with the active cooperation of
trade unions and local employers. It would be important to consider measures that would help enterprises to create
sustainable quality jobs by providing support beyond the initial ‘start-up’ phase to the expansion ‘move out’ stage where
many new enterprises currently lack backing.

Brussels, 25 May 2016.

The President
of the European Economic and Social Committee
Georges DASSIS
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Opinion of the European Economic and Social Committee on ‘More sustainable food systems’
(exploratory opinion)

(2016/C 303/08)

Rapporteur: Mindaugas MACIULEVICIUS

On 16 December 2015, the upcoming Netherlands presidency of the Council of the European Union decided
to consult the European Economic and Social Committee, under Article 304 of the Treaty on the Functioning
of the European Union, on:

More sustainable food systems

(exploratory opinion).

The Section for Agriculture, Rural Development and the Environment, which was responsible for preparing
the Committee’s work on the subject, adopted its opinion on 11 May 2016.

At its 517th plenary session, held on 25 and 26 May 2016 (meeting of 26 May 2016), the European
Economic and Social Committee adopted the following opinion by 152 votes to 1 with 1 abstention.

1. Conclusions and recommendations

1.1  Recognising the urgent need to tackle the multiple economic, environmental and social consequences of food
production and consumption, the EESC calls on the European Commission and Member States to develop a clear EU policy
and implementation plan for building a sustainable, resilient, healthy, fair and climate-friendly food system, which
encourages cooperation and mutual understanding among all stakeholders along the food supply chain. Better coherence
and integration of food-related policy objectives and instruments (e.g. on agriculture, environment, health, climate,
employment, etc.) must be ensured taking into account the three pillars of sustainability.

1.2 A transition to more sustainable food systems encompassing all stages from production to consumption is greatly
needed — producers need to grow more food while reducing the environmental impact, while consumers must be
encouraged to shift to nutritious and healthy diets with a lower carbon footprint. The EU should step up efforts to
implement the UN sustainable development goals (SDGs), as they provide a crucial framework for joint action to feed the
world sustainably by 2030.

1.3 The EESC acknowledges that no food production system alone will safely feed the planet, but a combination of
different conventional, innovative and agro-ecological practices could help better address the environmental and climate
implications of current food production systems. In particular, a mixture of precision agriculture, involving further
development of ICT and satellite systems, and agro-ecology could complement conventional agriculture by providing a set
of principles and practices intended to enhance the sustainability of farming systems, such as better use of biomass,
improving storage and mobilisation of biomass, securing favourable soil conditions, fostering crop diversification and
minimising the use of pesticides. Further promotion of closed agricultural models could lead to fossil-fuel-free agriculture.
The reform of the CAP has introduced a combination of measures (greening, agri-environment-climate schemes, etc.),
which can be considered as a step in the right direction.
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1.4 A stable and reasonable income for all operators along the food supply chain is necessary to ensure sustainable and
steady further investments in agri-environmental technologies and climate-friendly techniques.

1.5  Food waste prevention and reduction is a shared responsibility for all players in the food chain. The EESC welcomes
the Commission’s plan within the circular economy package to create a stakeholder platform to help frame the necessary
measures and to share best practice on food waste prevention and reduction. The EESC calls on the Commission to
investigate how the food use hierarchy is being applied in practice in the Member States, including with regard to economic
incentives that might provide mixed signals to businesses. Supporting the effective application of the waste hierarchy, the
EESC also calls for a review of Regulation (EC) No 1069/2009 such that food not fit for human consumption can be used as
animal feed where it is safe to do so.

1.6  Sustainable food choices must be promoted by increasing their availability and accessibility to consumers. The
consumption of sustainable food products should be encouraged by creating a stronger market demand, via green public
procurement or other approaches. The EESC calls on Member States to revise national dietary guidelines to reflect
sustainability and to support food education in school curricula. The EU should also promote origin labelling, the
development of labels that clearly convey the sustainability aspect of food products as well as EU-wide visual advertising
campaigns for healthier food and diets.

1.7  EU policies, in conjunction with specific research and innovation programmes, combined with financial incentives
to food producers, should:

— promote the gradual transition to fossil-fuel-free agriculture models,

— support a more efficient use of resources, including land, water and nutrients, across the whole production system.

1.8 A transition to sustainable food systems requires a comprehensive food policy, integrated with a broad-based
bioeconomy strategy, not an agricultural policy alone. Rather than engage in a polarising debate, interdisciplinary thinking
is needed, bringing together the DGs of the Commission, a wide range of ministries and institutions in the Member States,
together with local and regional governments and stakeholders across food systems, to tackle the interconnected challenges
highlighted in this opinion. The EESC hopes that the interdependence of food production and consumption will be
recognised and that a suitable European policy approach including different private initiatives will be developed charting a
course towards sustainability, health and resilience. However, the common agricultural policy and the common fisheries
policy will also play an important role in the EU in the future.

2. Introduction

2.1  Acting upon the referral from the Netherlands presidency of the EU, the EESC is drawing up this opinion to highlight
civil society’s increasing concerns about the environmental, health, economic and social impact of food production and
consumption, and the related challenges of feeding the earth’s growing population in a resource-constrained world. Food is
a central part of all our societies; is both dependent on, and affects, natural resources; has an impact on public health; and
plays a pivotal role in the European economy, being the Union’s biggest sector in terms of employment and contribution to
GDP.
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2.2 According to the High-Level Panel of Experts on Food Security and Nutrition (HLPE) of the Committee on World
Food Security, a sustainable food system is defined as ‘a food system that delivers food security and nutrition for all in such
a way that the economic, social and environmental bases to generate food security and nutrition for future generations are
not compromised’ (*). The transition to more resilient and sustainable food systems therefore concerns all of the interrelated
and connected activities that go into producing, processing, transporting, storing, marketing and consuming food. The role
of global consumption trends as a driver of the way food is produced and the types of food produced is also recognised.

2.3 The EESC will tackle the issue of sustainable food systems in a holistic manner and will mainly focus on the EU
context, although the external implications will also be considered as the EU is the largest exporter and importer of
agricultural and food products on the global stage.

2.4 A communication on sustainable food was expected in 2014, but was later withdrawn from the Commission’s work
programme. The EU action plan for the circular economy of December 2015 took up some of these issues and included
food waste reduction as a key priority, thus reflecting the commitment made by the EU and Member States in the context of
the 2030 UN sustainable development goals (SDGs) to halve per capita food waste at retail and consumer level, and reduce
food losses along production and supply chains (SDG 12.3).

3. Main challenges of current food systems

3.1  The UN International Resource Panel identifies food production as having the highest environmental impact of
any sector in terms of resource use at global level (*) — however in the EU this is much lower. Food systems use many
natural resources, including land, soil, water and phosphorus, as well as energy, for the production of nitrogen fertiliser,
processing, packaging, transportation and refrigeration. Unsurprisingly, therefore, it also has an impact on the environment
at the global level, including on biodiversity loss, deforestation, land degradation, water and air pollution, and greenhouse
gas emissions. The continued loss of agricultural biodiversity at farm level remains a matter of serious concern (°). Globally,
a majority of fisheries are fully or over-exploited. Managing all of these resources efficiently and sustainably is therefore
necessary to ensure a continued supply of healthy and affordable food.

3.2 Globally, a third of food produced for human consumption is lost or wasted, representing up to 1,6 billion tonnes of
food and generating 8 % of global greenhouse gas emissions (*). Producing food that will not be eaten contributes more
than 20 % of global pressure on biodiversity and consumes close to 30 % of all of the world’s agricultural land.

3.3 Annually, around 100 million tonnes of food is wasted (°) in the EU, forecast to increase by 20 % by 2020 without
preventive action. Food waste in Europe is generated across the supply chain, with a concentration at household level
estimated at 46 % (°). It should be noted that the retail and manufacturing sectors have made significant efforts to improve
food waste prevention and reduction over recent years. Efforts to enhance production and supply chain sustainability make
little sense without emphatic action to reduce waste.

()  High-Level Panel of Experts on Food Security and Nutrition (2014): Food losses and waste in the context of sustainable food systems, HLPE
report, Rome.

() http://www.unep.org/resourcepanel/Portals/24102/PDFs/PriorityProductsAndMaterials_Summary_EN.pdf

) COM(2013) 838 final, http://ec.europa.eu/agriculture/genetic-resources/pdf/com-2013-838_en.pdf

) FAO (2011): Global food losses and food waste.

() The UN definition of food loss and waste can be found at: http:|/thinkeatsave.org/index.php/be-informed/definition-of-food-loss-

and-waste

(®)  Fusions (2016): Estimates of European food waste levels. http://eu-fusions.org/phocadownload/Publications/Estimates%200f%
20European%20food%20waste%20levels.pdf
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http://thinkeatsave.org/index.php/be-informed/definition-of-food-loss-and-waste
http://thinkeatsave.org/index.php/be-informed/definition-of-food-loss-and-waste
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3.4 Very little is currently known about food losses and food waste generation at farm level (). Food losses and waste,
for example, can be generated due to lack of modernisation in some farms, order cancellations and commodity price
volatility, resulting in the ploughing under of crops when it is not economically viable to harvest (but at least this has a
positive impact on the environment as it contributes to improve soil organic matter content) or dumping and composting
of food that cannot be resold. Another significant challenge is, and will increasingly be, major climate change impacts on
weather conditions, and outbreaks of possible diseases. If we factor in these impacts, there is a lot of what could be
considered as food waste every year. Compared to the rest of the world, the EU has been very active in addressing this issue,
and therefore should support the dissemination of its good practices and know-how in this field.

3.5 Food systems are one of the causes of climate change; they are also set to be significantly affected by it (¥). Climate
change will have consequences for the availability of basic natural resources (water, soil) leading to significant changes in
conditions for food production and industrial production in some areas (°). Extreme climate conditions such as flooding,
droughts, fires, and strong winds, as well as the further climate-related spread of plant and animal diseases, already affects
food production and will do so even more in the future.

3.6 Undernourishment today coexists in the world with the effects of an overabundance of food in certain parts of the
world. Some 795 million people go hungry, while the number of overweight/obese people has reached more than
1,4 billion adults globally, representing about 30 % of the total adult population; while obesity-related health conditions are
rising rapidly in both developing and developed countries (*°). These figures show profound imbalances in the way that
food is produced, distributed and consumed. Po?ulatmn growth, and a forecast 82 % increase in global meat
consumption by 2050, will exacerbate both problems (**). During the past 20 years, as countries around the world have
experienced urbanisation and economic growth, a nutrition transition has occurred, changing the face of food production
and consumption. Worldwide, eatlng patterns are shifting to more composite products, more meat and dairy, more sugar
and drinks containing sugar (*%). At the same time more people have a sedentary lifestyle contributing to a lack of physical
activity.

3.7  Livestock plays an important and indispensable part in food systems, as a source of high quality protein and other
nutrients such as vitamins and minerals. Livestock also plays a significant role in on-farm and regional nutrient cycles, and
in protecting open and diversified countryside, permanent grassland and semi-natural habitats, as well as preserving
biodiversity. It also provides people with income, assets and livelihoods. At the same time, the EU also has a lot of
agricultural land that in practice is suitable only for livestock grazing. However, over the last 50 years we have seen a more
than fourfold increase in global meat and egg production, and milk productlon has more than doubled. During the same
period, there was just a twofold growth in the global human population (**). It should be noted that the composition of the
demand has also changed and that the increase in meat, milk and egg production is linked to income increase, whereas the
prices have remained low.

3.8 Taking into account plant-based food grown for humans, plant-based feeds grown for livestock, and plant-based
food crops used for seeds and industrial purposes such as biofuels, the world currently produces one and a half times the
food needed to feed today’s population, likely enough to feed the 2050 population. However, current levels of global food
waste, and the production of animal feed to sustain increasing meat consumption, create a demand for a significant increase
in food production. In order to feed the world sustainably in 2050 and beyond, a combination of productivity and
optimisation gains on existing agricultural land and fisheries that is compatible with the stability and quality of the
environment, with workplace health and safety and with social justice, as well as a shift towards sustainable diets, and a
sustained reduction in food loss and waste is needed.

) Fusions EU data set 2015: EC Preparatory Study on Food Waste, 2011 http://eu-fusions.org/index.php/publications http://ec.europa.eu/
environment/eussd/pdf/bio_foodwaste_report.pdf

EEA (2015): http://www.eea.europa.eu/signals/signals-2015articles/agriculture-and-climate-change

See EU Strategy on adaptation to climate change (COM(2013) 216 final).

WHO (2015): Global Health Observatory (GHO) data. Available at: http://www.who.int/gho/ncd|risk_factors/obesity_text/en/
WRR (2015): Towards a food policy.

Dutch Cabinet (2015): Food agenda: for safe, healthy and sustainable food.

FAOSTAT, 2015.
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3.9  Increasing prices of agricultural products and agricultural inputs and price volatility over the past decade have been
challenging food security and the robustness of the food system, while raising serious concerns for both consumers and
producers. On the one hand, high end prices have not resulted in higher income for food producers, on the contrary, the
reduction or stagnation of their income is exerting downward pressure on labour, threatening the income stability of all
operators. On the other hand, the economic crisis has eroded the purchasing power of consumers. A stable and reasonable
income for all operators along the food supply chain is necessary to ensure sustainable and steady further investments in
agri-environmental technologies and climate-friendly techniques.

3.10  Recent developments in agricultural markets, especially the dairy sector, provide clear evidence of such potential
imbalances, where the cause is not only oversupply in the market, but also politically-driven bans in previous export
markets. Future stability will largely depend on the resistance of the supply base to shocks, of which climate change is the
most prominent. Farm diversification, innovative financing, income insurance schemes and other innovative market
management tools offering protection from climate or market turbulence should be strongly promoted by EU policies.

3.11  The social and redistribution effects of food prices need to be looked at from a producer’s as well as from a
consumer’s perspective. Nowadays, many consumers cannot afford to pay for the highest quality food. Over recent years,
the power relations in the food supply chain have changed, leading to a progressive concentration of food manufacturers
and retailers in the market and thus to a shift in bargaining power, mostly to the advantage of the retail sector and to the
detriment of primary producers. This issue will be addressed in a separate EESC opinion on ‘A fairer food supply chain’.

3.12  As the emphasis in world trade increasingly turns to bilateral and mega-regional negotiations in the absence of a
conclusion of the WTO ‘Doha Round’, it is essential that environmental and climate implications, food quality and health
standards, the wider sanitary and phyto-sanitary (SPS) standards, as well as the production process (the ‘industrial
ecosystem’ in which production takes place, working conditions, the cultural context of production and labour relations)
are fully taken into account. For the EU, it is imperative that any relocation of food production to third countries must be
avoided where this would be solely or mainly due to the legal basis for food production being not as demanding as that in
the EU. EU policies have a key role to play globally in encouraging the safe and healthy production of food, and prohibiting
the import of any foodstuffs where these do not meet SPS or European food safety standards.

3.13  For the last 140 years, producers’ cooperatives have clearly demonstrated that they are more resilient to turbulence
in the agricultural markets and help avoid relocation of food production. Therefore, further, even stronger, sector- and
region-orientated promotion of cooperation between producers and cooperatives, especially small ones, is vital. In
particular, specific emphasis should be put on those sectors and regions where cooperation is low.

4. Key areas of intervention for a transition to more sustainable food systems

Promoting more resource-efficient and climate-resilient food production

4.1  Reducing the environmental impact of agriculture, aquaculture and fisheries, including greenhouse gas emissions,
requires changes in the way food is produced. The adoption of more sustainable practices is needed to halt the depletion of
natural resources, as well as to adapt to and mitigate the effects of climate change. Several measures could benefit
productivity while increasing environmental sustainability and resilience to climate change, such as increasing the diversity
of plant and animal varieties, improving cattle through breeding, plant breeding, enhancing the functionality of agro-
ecosystems and water management, promoting and applying research and innovation, optimising soil function, facilitating
knowledge transfer and training, and promoting technological changes through investment support. Further development
of EU satellite systems and big data centres should be promoted in order to facilitate early detection and prevention or
preparedness for extreme weather conditions and different diseases. Precision farming should also be promoted.
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4.2 Maintaining the family farm model in Europe is also essential and would require the promotion of generation
renewal on the farm, to face an ageing population. This would have a positive impact on job creation in rural areas. It is also
important to be able to maintain diversified agricultural production across all regions of the EU. Particular attention should
be paid to disadvantaged farming regions. Different types of farms should be recognised and specific targeted tools should
be put in place for this purpose.

4.3 In recent years, reorganisations of food supply chains have emerged with the aim of re-connecting producers and
consumers and re-localising agricultural and food production. These include community-supported agriculture, short
supply chains, alternative food networks, local farming systems and direct sales. Even if the sector is relatively small, it
should be promoted further, as it has very positive impact related to the sale of fresh, quality, healthy, heritage food with
both social and economic positive impacts. SMEs are also important contributors in this field. The specific role of urban
municipalities should be emphasised, as the required infrastructure and appropriate investments should be put in place in
urban areas in order to facilitate producers’ direct sales. Good private sector practices should also be encouraged, for
example when such an infrastructure is created at the private initiative of local shopping centres.

44  To stimulate more resource-efficient food production, the reform of the common agricultural policy (CAP)
introduced a combination of measures, including mandatory greening, agri-environment schemes, and broad support from
the Farm Advisory System and applied research, to address the challenges of food security, climate change, and sustainable
management of natural resources, while looking after the countryside and keeping the rural economy alive. This can be
considered an important step in the right direction; however its implementation both in terms of red tape and the gains
involved could be further improved.

4.5  As regards the fishery chain, it is important to ensure the right balance between healthy and sustainable, as the
consumption of fish is healthy, but excessive pressure on fisheries is often diametrically opposed to ecological sustainability.
The reform of the Common Fisheries Policy achieved in 2013 should contribute to a more efficient use of fishing resources,
in particular through the mandatory objective of a maximum sustainable yield set for all European fish stocks. Sustainable
development of offshore and inland aquaculture models is also important.

Fostering prevention and reduction of food waste along the food supply chain

4.6 The ‘Circular economy’ package states the commitment of the EU and its Member States to meeting UN sustainable
development goal target 12.3 of halving food waste by 2030. To support the delivery of this target, the food-use hierarchy
should be a guiding principle in managing food resources, and economic incentives should support this in all relevant EU
policies. This would avoid the current situation where it is often cheaper to landfill edible food than it is to prepare and
deliver food to food banks.

4.7  Sustainable management of resources also requires increased efforts to re-use residual flows at the highest possible
value. New research comparing the cost of food preparation for redistribution, for animal feed, for anaerobic digestion and
for landfill in the EU28, would help to identify the role of economic incentives in the proper application of the EU waste
hierarchy. Food donation from the hospitality and food service sectors remains challenging and legislation around it poorly
understood. This is a key area where European guidance, widely circulated to hospitality businesses, would be particularly
useful.

4.8 The ‘Circular economy’ package also identifies the need to clarify the current guidance around the use of food not fit
for human consumption as animal feed. Robust legislation regulating new food waste sterilisation technologies at a
centralised industrial level, could ensure the microbiological safety of animal feed while creating new jobs and investment
opportunities and reaping the environmental benefits of more effective application of the waste hierarchy.
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4.9  As consumer awareness and acceptance is crucial, the provision of teaching materials related to food, food
sustainability, and food waste is sought to enhance the value of foodstuffs and to support systemic changes in behaviour.
Modules for primary and secondary schools, universities, and specialised programmes in the farming, manufacturing and
hospitality sectors, building on a wide range of good practices, are already available.

4.10  The EU has been proactive in fostering activities to reduce food waste for a number of years. The leading example
of the EU in the delivery of target 12.3 will have a key role in the success of the target globally, for example through the
dissemination of European good practices and know-how.

Strengthening the link between food systems and climate change strategies

411  The impact of climate change is felt on all dimensions of food security — not only on yields and crops but also on
farmers’ health, the spread of pests and diseases, the loss of biodiversity, income instability, water quality, etc. Loss of arable
land due to soil degradation and urbanisation of agricultural land is also a potential concern. Therefore, it is essential to
maintain the priority of using land for food production. Institutions and the private sector play a crucial role in ensuring the
resilience of food systems, e.g. by enhancing social protection schemes to reduce shocks for households and ensuring
continuing investment in low carbon technologies in the agriculture and food sectors; improving crop diversification and
the development of genetic resources; investing in resilient agricultural development, both in-farm and off-farm; and
implementing systems to better manage risks related to climate change.

4.12  Bearing in mind the economic pillar of sustainability, the Commission and Member States have to consider both
the mitigation and sequestration potential, while at the same time providing all means of financial support for
implementation, and promoting innovative public-private partnership cooperation mechanisms. Additional indicators on
agricultural productivity gains, existing land, diets, and food loss and waste would complete the picture of food systems’
impact on climate change.

Promoting healthier and more sustainable diets

4.13 A healthy food choice is often a sustainable choice (**), particularly within a balanced diet. For example, eating
more seasonal, local and diverse plant-based foods is good both for health and the environment. A healthier eating pattern
also reduces the risk of chronic diseases, the costs of healthcare and the loss of work productivity in the economy. Principles
for developing healthy and sustainable dietary guidelines are needed, which can be considered by the Member States.
Dietary and procurement guidelines have a direct impact on consumption where they are adopted by public institutions,
such as schools and hospitals. It is also worth recognising the nutrition transition under way globally, and the EU’s role in
providing a positive model on sustainable diets. A ‘flexitarian’ approach in reducing meat consumption, at least once a
week, promoted for instance in The Netherlands, can be considered as a good example in this respect.

4.14  Initiatives such as the EU’s school food scheme which include nutrition counselling as well as the distribution of
nutritious products contribute to more balanced diets. The Commission should invite Member States to stimulate healthy
and sustainable consumption. EU-wide healthy food visual advertising campaigns should be promoted; this could also be a
good way of increasing of local consumption during turbulence in the global markets.

(") Health Council of the Netherlands, Guidelines for a healthy diet: the ecological perspective, publication No 2011/08, The Hague: Health
Council of the Netherlands (Gezondheidsraad).
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4.15  As consumers have become more and more used to buy food products cheaply, the real value of food should be re-
emphasised. Low-cost products do not take into account externalities, such as the costs related to water treatment. As
mentioned above, food education is needed in schools, along with an understanding of healthy dietary patterns and basic
cooking skills that can support good health through home-prepared meals in line with nutrition recommendations as well
as food waste reduction.

416 It is noted that the Dutch Ministry of Health, Welfare and Sport has initiated an Agreement for Improvement of
Food Composition with producer, retail, catering and hospitality sector associations, making products healthier, and
enabling the healthy choice to be the easiest choice. This agreement includes ambitious targets on salt, saturated fat and
calorie reductions in foodstuffs progressively to 2020, minimising noticeable changes in flavour profiles (**). This opinion
calls for the implementation of the EU framework for national initiatives on selected nutrients, namely of the recently
approved annex on added sugars.

4.17  Product development, market development and key partnership building can help to make healthier and
sustainable choices both easy and attractive. Industry and civil society should investigate and seize opportunities to increase
the consumption of seasonal and local fruit and vegetables and other products naturally rich in fibres such as wholegrain
food or pulses. This year’s designation as UN International Year of Pulses is noted as a starting point.

4.18  Implementing a clear labelling system on the origin, means of production and nutritional value of food would
facilitate consumers’ choices. Traceability is also very important both for food producers and for consumers, to ensure food
safety. A single, easy to understand ‘Sustainable food’ label should be considered and its feasibility should be assessed by the
Commission. More emphasis on technologies like mobile apps, and consumer displays in the retail sector, providing all the
required information and full traceability should be further promoted.

Developing the knowledge base and mobilising research and innovation

4.19  Many of the challenges in addressing global food and nutrition security need the participation of the research
community to generate knowledge, foster innovation, engage with the public and help to shape a more sustainable food
system. Considerable funding has been made available for this purpose under the EU research and innovation programme
Horizon 2020 and the former seventh framework programme. However, research on diets, food losses and waste were not
adequately addressed and require increased efforts. The EESC strongly supports the Commission initiative for a long-term
strategy for European agricultural research and innovation and also the most recent ambitious decision by DG RTD to
develop a comprehensive strategy for an EU food research area, Europe can also promote sustainable nutritional transitions
and food loss and waste reduction in other global regions through its Switch programme (*°).

420  The Milan Expo 2015 EU Scientific Steering Committee identified research challenges in seven broad areas and
highlighted the importance of promoting systems approaches and investing in inter- and trans-disciplinary research. The
setting-up of an International Panel on Food and Nutrition Security was also recommended and would be a clear step in
encouraging an interdisciplinary and inter-sectoral approach.

(*>)  Dutch Lower House 2014-2015, 32793, No 162.
(*%)  http:/[www.switch-asia.cu
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421  Research, innovation and development are the main drivers of the transition to a sustainable food system, in line
with climate policy objectives. The EESC calls on the EU institutions and Member States to increase the funding for work in
this field, and calls for a joint effort where findings are shared between the research communities, practitioners and other
stakeholders. The European Innovation Partnership for Agricultural Productivity and Sustainability (EIP-AGRI) supported by
the European Agricultural Fund for Rural Development (EAFRD) has a crucial role in enhancing the cooperation and
collaboration between various stakeholders and ensuring a stronger link between the practitioners and researchers. In
addition, the multi-actors approach under Horizon 2020 is an important tool to ensure that farmers are key actors in the
process. The key to successful implementation of innovation is to actively promote it via consultative and educational
bodies to end-users across the food system as well as to actively involve end users in the research and innovation activities.

422  The EESC stresses that the use of new information and communications technologies (ICT) and existing
Commission programmes such as Galileo and Copernicus for the agricultural sector are helping to improve sustainable
production techniques for raw materials in the EU. The EESC calls for further research and development in the application
of ICT in all areas of food production. These techniques are crucial to promote further precise and more resource-efficient
food production techniques, early detection of disease, and climate disturbances and extreme weather conditions. This may
in turn lead to less food losses in primary production. More research should also be directed to assessing the potential of
innovative types of farming (such as urban farming) as well as to improving animal feed.

Tackling animal and plant diseases to increase the robustness of the food system

4.23  The spread of animal and plant pests and diseases, exacerbated by globalised trade and climate change, has a
detrimental impact on food systems. Recent outbreaks of African swine fever or of Xylella fastidiosa affecting olive trees in
southern Italy are just some examples of how plant and animal diseases can disrupt the food system and generate food
losses. While having nearly the best early detection and prevention system in the world, the EU’s policy and legislative
framework on animal and plant health could be further developed and reinforced with a stronger focus on crisis prevention,
better surveillance and early detection, preparedness, and management, as well as on the identification and assessment of
emerging or new risks both in the EU and outside the EU. A network of reference laboratories already exists for animal
diseases, but not for plant diseases. Knowledge and research are the most important pillars for prevention. The EESC calls
on the Commission and the Member States to be even more ambitious in urgently funding animal disease research centres
and establishing plant disease reference labs. Early detection and prevention systems should also be reinforced, while
ensuring that food producers and other operators (e.g. agricultural workers) are duly compensated for any losses, including
for financial losses borne by farmers when trade restrictions are imposed in the public interest because of epidemic
outbreaks. Furthermore, emphasis needs to be given to establishing more diverse farming systems which are more robust in
terms of withstanding biotic stresses.

4.24  Research investment should concentrate on prevention and early detection, as treatment and eradication of an
ongoing disease can be very costly and disruptive. Capacity-building and awareness-raising are essential, as is the transfer of
knowledge from researchers to farmers and other operators. Knowledge transfer and cooperation with third countries are
essential. The EU should provide soft law, guidance, and tools for better surveillance, while stricter import controls are also
crucial. Tackling resistance to antibiotics is also essential, and an integrated approach combining human and veterinary
healthcare should be adopted (‘One Health’ approach).

Brussels, 26 May 2016.

The President
of the European Economic and Social Committee
Georges DASSIS
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Opinion of the European Economic and Social Committee on ‘A European Sustainable Development
Civil Society Forum’

(exploratory opinion)

(2016/C 303/09)

Rapporteur: Ms Brenda KING
Co-rapporteur: Mr Roman HAKEN

On 16 December 2015, the upcoming Dutch Presidency decided to consult the European Economic and
Social Committee, under Article 304 of the Treaty on the Functioning of the European Union, on:

A European Sustainable Development Civil Society Forum
(exploratory opinion).

The Section for Agriculture, Rural Development and the Environment, which was responsible for preparing
the Committee’s work on the subject, adopted its opinion on 11 May 2016.

Atits 517th plenary session, held on 25 and 26 May 2016 (meeting of 26 May), the European Economic and
Social Committee adopted the following opinion by 148 votes to one with no abstentions.

1. Conclusions and recommendations

1.1 The Committee welcomes the UN 2030 Agenda for Sustainable Development. It regards the adoption of this agenda
together with the Paris COP 21 agreement on climate change as a big breakthrough in setting a global course of action to
end poverty, promote prosperity for all and protect the planet’s natural resources in an integrated way.

1.2 The Committee recommends the creation of a European Sustainable Development Forum (The Forum) in
partnership with the Commission and representatives from civil society as a platform involving a broad range of civil
society organisations and stakeholders in setting the framework for the implementation of this agenda in the EU, and its
ongoing monitoring and review.

1.3 The new agenda with its 17 Sustainable Development Goals (SDGs) applies universally to developing as well as to
developed countries and will require transformational changes on all sides. The EU and the Member States will have to align
all their policies — not solely in development — in a balanced and coherent way.

1.4 Asone of the driving forces in the preparation of the UN 2030 Agenda, the EU and its Member States should lead by
example in putting the 2030 Agenda into practice and setting up the governance framework. The Committee therefore
welcomes the Commission’s intention to issue a new initiative in 2016 Next steps for a sustainable European future because of
its new and most urgent approach to ensure Europe’s economic growth and social and environmental sustainability beyond
the 2020 timeframe and to implement SDGs in European internal and external policies in an integrated manner (*). The
Committee calls on the Commission to give high priority to this initiative, also incorporating a participatory governance
framework. It regards this initiative as a necessary step to strengthen the concept of sustainable development throughout
Europe by introducing an integrated strategy for a sustainable Europe in a globalised world with a time horizon of at least
2030 which would frame national implementation.

()  COM(2015) 610 final (http://eur-lex.europa.eu/legal-content/FR/TXT/?qid=1468295843333&uri=CELEX:52015DC0610).
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1.5  The Committee commits to contribute to the full implementation of the 2030 Agenda for Sustainable Development
in the EU. Based on its longstanding experience in outreach to civil society, the Committee feels particularly suited to
contributing to a strong involvement of civil society in this context.

1.6 At EU level, arrangements for participatory governance need to be further developed in order to strengthen
democratic and inclusive decision making and to allow civil society a stronger role.

1.7 The Sustainable Development Forum, recommended by the EESC, will facilitate the dialogue and communication
between the European institutions and non-governmental stakeholders and between non-governmental stakeholders from
different constituencies on progress towards sustainable development in the EU. It will raise awareness of the 2030 Agenda,
provide an informed debate and foster ownership on all sides involved.

1.8 The Committee is convinced that organising the Forum would be practically feasible and beneficial for the various
parties involved. This is based on an in-depth investigation in this opinion, including hearings and meetings where
stakeholders expressed support to the idea of establishing the Forum, and considering the very successful example of the
European Migration Forum.

1.9 Since the management of SDGs at different levels is a new policy area, appropriate governance frameworks still have
to be established and consolidated in the coming years. Therefore, the Forum’s set up should allow flexibility in order to
align it with the evolving overall governance framework.

1.10  The Forum should involve representatives from a broad range of organised civil society and stakeholder
associations, including the private sector and trade unions. The composition should be as inclusive as possible without
compromising the possibilities to manage and operate the Forum efficiently. It should also be open to grassroots initiatives
in sustainable development. The participation of academia and research should contribute to a fact-based debate.

1.11  The participation of the European Commission at a high level is crucial, representatives from the Council of the EU
and the Parliament will be invited and cooperation with the Committee of the Regions is anticipated. National Sustainability
Councils and National Economic and Social Councils should be represented, along with similar national bodies devoted to
making progress in sustainable development.

1.12 The Forum should be managed by a board composed of a majority of members coming from civil society and
stakeholder organisations and other members from the Commission and the EESC.

1.13  The Forum must be well embedded in the processes of SDG implementation, monitoring and review. It should be
organised as a continuous working process, meet at least once a year and address inter alia the EU preparation for the
annual UN High-Level-Political-Forum on Sustainable Development. The Forum should serve as a platform to discuss the
design, set-up and modalities of the EU framework for SDG implementation. Furthermore, the Forum should facilitate the
involvement of its constituency in intergovernmental SDG reviews of Member States.

2. Introduction

2.1 At the United Nations Sustainable Development Summit, 25-27 September 2015, world leaders adopted the 2030
Agenda for Sustainable Development, including a set of 17 Sustainable Development Goals (SDGs) to be achieved by 2030.

2.2 For the European region, the EU will have a key role in integrating the new agenda into European policies,
communicating it, defining milestones, coordinating and providing guidance, as well as monitoring progress and ensuring
the quality of (national) peer reviews.
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2.3 In order to implement the SDGs, appropriate governance mechanisms have to be put in place at global, regional,
national and local level. Based on a participatory approach, and building upon the principles of transparency, accountability
and empowering citizens, local communities, businesses, trade unions, NGOs and other civil society players must take an
active role at all policy levels.

2.4 In its information (°) report the Committee has investigated models for civil society involvement in the
implementation of the 2030 Agenda in the EU and put forward recommendations for strengthened participatory
governance. The suggested Forum builds on key recommendations of this report.

2.5  Following the presentation of the report at the Commission, the UN HLPF, working groups of the Council and other
conferences, the Dutch Presidency of the Council requested that the Committee draw up an exploratory opinion on how a
mechanism for civil society involvement at EU level could be practically set up, managed and financed in order to make it
an effective tool for participatory governance of the 2030 Agenda. The recommendations from this opinion should
facilitate the following political decisions about the introduction of such an instrument.

3. Civil society and stakeholder involvement in sustainable development

3.1  The process leading to the UN 2030 Agenda has been based on a broad participatory dialogue with civil society and
stakeholder organisations contributing substantially to the development of the SDGs in the UN Open Working Group. This
inclusive approach must be pursued since civil society has a key role to play in each stage of the sustainability policy cycle (i.
e. setting goals and targets, establishing implementation strategies and policy programmes, implementation and
monitoring). Progress on sustainable development will only be made when it comes directly from committed and
innovative businesses, local communities and citizens.

3.2 One of the key findings of the previous EESC information report was that stakeholder engagement in sustainable
development works best if it is organised as a structured and continued process rather than being conducted on the basis of
solitary topical or ad-hoc consultations. A structured process enables stakeholders to plan ahead and make well-researched
contributions.

3.3 The existence of diverging definitions of civil society in this context has to be acknowledged. While from some sides
a distinction is made between civil society organisations, engaging in the protection of collective goods, and the private
sector the Committee has a broad understanding of ‘organised civil society’ as comprising all groups and organisations in
which people work cooperatively and express their positions, including organisations of the private sector, trade unions and
other interest groups (*). The recommendations in this opinion are based on a broad understanding of civil society, covering
all non-governmental stakeholders in an inclusive and wide-ranging way since an involvement of all groups and sectors is
needed in order to address the challenge of SDG implementation.

4. A European Sustainable Development Forum — an added value

4.1  The Committee has long experience in reaching out to civil society organisations from all sectors and creating value
through dialogue and concrete action with European policymakers. The Committee has been promoting an ambitious 2030
Agenda with several opinions and a series of conferences and workshops, organised in conjunction with the Commission
and various UN bodies. On the occasion of the negotiation of the 2030 Agenda these have provided a platform for civil
society dialogue at EU level. The Committee proposes now to further develop this practice into a permanent and more
stable structure.

()  Information report, EESC-2015-1169 of 17.9.2015, The report was accompanied by a research study from Stakeholder Forum,
Building the Europe We Want — Models for civil society involvement in the implementation of the Post-2015 agenda, commissioned by the
Committee, June 2015.

() Article 300, paragraph 2, TFEU.
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4.2 Based on the report’s assessment, the Committee intends to set up a European Sustainable Development Forum (the
Forum) in partnership with the Commission and representatives of organised civil society and stakeholders.

4.3 The Forum should provide a regular, stable, structured and independent platform for civil society dialogue on
sustainable development at EU level. It should focus on the following tasks:

— Providing a frame for dialogue on sustainable development and facilitating cooperation between the EU institutions and
non-governmental stakeholders as well as between non-governmental stakeholders from different constituencies;

— Creating a space for non-governmental stakeholders, players and grass root initiatives to share suggestions, best practice
and solutions for a meaningful implementation of the 2030 Agenda;

— Ensuring strong involvement of non-governmental stakeholders in the ongoing monitoring and review of the 2030
Agenda;

— For this purpose organising a continued dialogue process with meetings complemented by other means of
communication, such as an e-platform.

4.4  The added value of this Forum will be

— Outreach: as the facilitator of the Forum the EESC brings its capacity to reach out to various interested parties and to
ensure cross-sectoral integration.

— Information and advice: the Forum would show both poli