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1. INTRODUCTION

The German Presidency starts with the enlargement of the European Union to Bulgaria and
Romania. The accession of these two countries to the European Union gives a new sense of urgency
to the need to solve the impasse created by the non entry into force of the Constitutional Treaty.
Furthermore it also shows that it is not enough to enlarge the EU to new Member States and that it is
urgent to create the conditions to meet the social and economic expectations of the peoples of
Europe through the deepening of the European integration process.

The German presidency’s semester will probably be split in two distinct halves. The first, up to the
Spring European Council, will be devoted to energy policy, with a strong focus on internal market
liberalisation and external relations with Russia, and better regulation. The second half will be
dominated by the debate on the European Constitution and the 50" anniversary of the Treaty of
Rome and concluded with the preparation of aroadmap for a constitutional settlement.

Attention must also be given to the social situation of the European Union, to the need to upgrade
Europe's economic and socia capacities in a globalised world. Achieving this objective in a way
that meets the approval of European citizens and workers implies the respect and devel opment of the
principles of the European Social Model.

These are all matters of great concern to the ETUC and we expect the engagement of the German
Presidency to turn into a success the handling of these difficult dossiers.

2. THE INSTITUTIONAL ASPECTS

2.1 The European Constitution

The European Constitution was due to come into force on 1 November 2006, but that did not
happen, due to the double rejection of the Constitution in the French referendum on 29 May 2005
and the Dutch referendum three days later.

The ETUC will actively support solutions to the constitutional crisis which safeguard the essential
parts of the Constitution and take account of the ETUC demands. However, the ETUC strongly
opposes all forms of cherry picking, downsizing the Constitution to a “mini-treaty” without the
Charter, proposals based on a sort of “Nizza +” and any kind of modification of the title
“Congtitution”, designed to split off the Charter.

In order to give a clear signal as to which parts must definitely be retained in the event of
modifications, the ETUC specifies once again those elements of the European Constitution it
particularly supports, both on the positive and on the negative sides.

On the positive side, the ETUC backed:
o the reinforcement of social values and principles (such as solidarity, equality and gender
equality, non-discrimination, etc.),
the social and employment objectives (‘full employment’, ‘social market economy’),
the recognition of the role of the social partners,
the incorporation of the Charter of Fundamental Rights,
the right of initiative for citizens,
the legal base for services of general interest,
the social clause.
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On the negative side the ETUC opposed the incoherence between Part | and Part 11 which was
never really discussed in the Convention; the length of the Constitution, the core of which is found
inParts |, Il and IV. The ETUC has always been critical of the limitation imposed on the Charter by
the British government, and by the ideological bias arising from the last minute introduction of
‘price stability’ into the objectives, which put the balance between competition and social market
economy into question.

However, the Constitution will probably never be ratified in its current form, which is too long and
too complex. Different options are possible:

1. To separate Parts | (constitutional provisions) and Il (Charter) from the already ratified
articles of Part 111 (common policies) and to make Part |11 subject to new negotiations in a
new Convention. It would be feasible to remove all the elements that are already ratified by
the Nice Treaty. The remaining new articles would have to be regrouped, reordered and
consolidated into a shorter Constitution including all articles from the first, second and
fourth parts as well as new articles from the third part;

2. To ask for the development of social and/or economic governance in the euro zone and/or for
more enhanced cooperation to avoid a standstill;

3. To anticipate the implementation of certain elements of the Constitution, although this would
put the Constitution itself at risk;

4. To explore whether adding a social protocol to the Constitution would help alay the
concerns of French and Dutch voters. The ETUC General Secretary, John Monks, the
President of DGB, Michael Sommer and the former President of OGB, Fritz Verzetnitsch
wrote a joint letter to Chancellors Angela Merkel and Wolfgang Schiissel on 17 January
2006 asking for the inclusion of a substantial social protocol. The ETUC is ready to propose
some of its core elements. Only if this strategy fails should new avenues be explored.

According to the available information, the German presidency intends to draft a roadmap, with an
Intergovernmental Conference to take place in 2008 and a ratification process ending before the
2009 European elections. The ETUC opposes areturn to the usual diplomatic and intergovernmental
method that proved in the past its limits and would very much welcome the process of the
Convention, which is more open, transparent and closer to the citizens.

2.2 The 50" anniversary of the Treaties

The ETUC proposes a forward and not a backward-looking declaration to mark the 50" Anniversary
of the Treaties.

Such a declaration should take account of achievements, while at the same time acknowledging and
criticising deficiencies and shortcomings such as the lack of progress concerning the social
dimension of the internal market, the unambitious social policy agendas, the standstill in the Lisbon
Strategy, the lack of response on services of genera interest, the non respect of the equal pay
provisionsin the Treaties or lack progress on the Constitution.

The main challenges such as high unemployment and the transformation of corporatist Rhineland
capitalism into casino capitalism have to be analysed and tackled. The declaration should include a
clear engagement to defend and promote the European Social Model and to further develop Social
Europe as part of the European answer and contribution to the current globalisation process.
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The declaration has to indicate ways and solutions to overcome the economic and social problems
the EU faces and to take into consideration the role of the social partners at al levels.

3. SOCIAL EUROPE

3.1 TheLisbon strategy

Macro works:. put ‘growth’ back into the euro area macro-economic policy framewor k

For the first time in many years, and thanks to aggregate demand policies supporting growth, the
euro area economy is experiencing a strong recovery. It is of the utmost importance that the
recovery does not weaken and that this robust growth performance is continued over the following
years. With euro area unemployment down to around 8%, and with not one single sign of
inflationary pressures reappearing in the labour market, the euro area has the opportunity to continue
to grow a a pace of 2.5-3% and to bring unemployment further down to around 6%. This
opportunity should not be missed.

To achieve this, macro-economic policy must remain focussed on supporting aggregate demand and
stimulating economic growth.

The ETUC urges the German presidency to put ‘growth’ systematically back into the euro area
macro-economic policy framework by:

1. A dtrict follow-up from finance ministers of the ECB’s monetary policy decisions and
framework. Interest rate hikes should not be allowed to drag the upturn in growth back
down. Neither should a return to an orthodox and out of touch with economic readlity
monetary policy regime be allowed;

2. Establishing in the Ecfin council a regime for the euro exchange rate. Efforts from workers
(wage moderation) and business (innovation and productivity) should not be alowed to be
erased by afurther appreciation of the euro currency;

3. Implementing the reformed Stability Pact by modulating fiscal consolidation to take into
account the need to continue robust growth and the need to reform labour markets by
investing in a skilled workforce, gender balance on the labour market and upward mobility
of workers.

The ambition of the German presidency should be to pursue economic policies that will create the
conditions for Europe to repeats the 97-2000 growth cycle: the levels of 6% unemployment for the
whole of the euro areamay be in reach in a couple of years provided Europe gets the macro right.

3.2 The debate on European labour market and flexicurity

The objective of creating more and better jobs is at the heart of the Lisbon strategy. However,
precariousness is on the rise in Europe. This is shown by the rise in fixed-term employment and in
part time employment, particularly hitting women, reducing birth rates and adding to the
demographic problem.

We are aware that in the modern societies, the most probable life trajectory is not a smooth career
but aworking life interrupted by periods of further training, unemployment or childcare. Events that
we can not influence will affect our lives. To facilitate secure transitions for workers is essential for
the European economy. For people to take risks, try anew job, risk a mortgage or engage in studies-
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studies- social protection systems are important to reduce the risks of life.

These systems also increase mobility. The assumption that Europe is not flexible or mobile
compared to the US isamyth. Europe is more socialy mobile than America. Furthermore, Europeis
as dynamic in terms of the rate of job creation and job destruction as the United States.

Flexicurity is not about liberal labour law. What is more important is getting the the policy mix in
place. This has to be done with the cooperation and involvement of the social partners, because trust
between the social partners and a consequent and long term policy are necessary ingredients in any
flexicurity concept.

Active labour market policies, high levels of protection, access to lifelong learning at all stages of
life, the increase of internal adaptability at the work place level through adaptable work organisation
and the full use of the potential of the workforce are also important elements of this discussion.
Policies to improve work-life balance and gender equality are important as strategies for improving
labour market participation of women.

Europe should get its policy discussion right. The policy issue is not about giving business, on top of
increased opportunities to outsource activity to low labour-cost countries, more opportunities to
create precarious work, but instead to find complementary actions creating a win-win situation for
both workers and companies.

The ETUC expects that the German Presidency will contribute to a debate on flexicurity that
embraces a large agenda and not a restrictive one, as well as an agenda that is based on partnership
between employers and trade unions.

3.3 Future of labour law

There is a need to further pursue Community action concerning the labour law protection of all
forms of non-standard employment, to tackle the increasing segmentation in the labour market and
to fight the increase of precarious jobs. The idea that more flexible labour markets and labour
market reforms lead to more employment and more productivity is unacceptable. The European
social partners have concluded European framework agreements on part-time work, fixed—term
contracts and on telework. The ETUC expects that the draft directive on temporary agency work
currently blocked in the European Council is urgently unblocked.

Also the Commission has seen the need for further action, and launched in the autumn of 2006 a
consultation on ‘Modernising labour law to meet the challenges of the 21-st century’.

The ETUC stresses the need to extend coverage by labour law and social security to new forms of
work, including economically dependent workers and other vulnerable groups of workers, such as
domestic workers, with a view to tackle segmentation and precarity and ensure adequate protection
for these categories of workers.

The ETUC urges the German presidency to support this approach.

3.4 Industrial Policy

Industrial policy has an important role to play in achieving the goals of sustainable growth, more
and better jobs and social cohesion. Structural change in the economy has led to a new state of
reciprocal dependency between service sectors and manufacturing industry; but the latter
nonetheless remains vital for economic growth and employment. The new developing service
sectors are highly dependent on a competitive industry. Without a strong and well rooted industrial
base in Europe, there will be no secure jobs in the production-oriented services.



At the same time globalisation, technological change, and the emergence of dynamic growing
economies like China, Russia, India and Brazil have greatly intensified worldwide competition.
European industry has become the subject of far-reaching structural change and restructuring. It isa
situation that calls for coherent and innovative industrial policy responses. Therefore the ETUC has
welcomed the industrial policy measures taken by the Commission and expressed the need to handle
structural change in industry in a socially acceptable manner. The ETUC expects the German
Presidency to make sure that the Commission’s action programme will be developed further.
Concrete initiatives and programmes are needed, not only for the car industry but also for other
important sectors such as textile, engineering, chemical and pharmaceutical industry aswell as|T.

The European social dialogue is an important tool in the modernisation and transformation of
European Industry. The ETUC regards as unacceptable any suggestion that the dialogue on an
innovative industrial policy and concrete programmes and projects should be restricted to
representatives of the business world. The ETUC urges the German presidency to make sure, that
socia partners will be involved in the programming and implementation of industrial polices at all
levels.

3.5 Company law, infor mation, consultation and participation

Since May 2003 the European Commission is implementing its action plan on modernisation of
European company law. Differing from the inherent position of this political action favouring only
the treatment of the relationships between shareholders and managers, the EP in its initial ®eport on
recent developments and prospects in relation to company law ©from June 2006 stressed the
importance of considering obligatory worker participation in boardrooms as an integral part of
European corporate governance which makes a contribution to achieving the objectives of the
Lisbon agenda.

The German presidency should take up this consideration of the EP through the organisation of a
debate on ‘the voice of labour for balancing corporate governance and corporate social
responsibility to the benefit of European societies© Such an initiative should include a reflection on
an appropriate EU framework on making obligatory the role of workers representatives in
boardrooms in companies which are operating cross-border in the EU, in order to counter the legal
provisions in several pieces of EU company law which relegate workers to the exercise of
participation rights only at national level. The requested and, apparently, supported 14 directives on
cross-border transferral of company registered offices could serve as a good opportunity to
reintroduce once more this trade union demand.

Furthermore, such an initiative should contain the demand to push forward considerations on how to
channel institutional - asset management/UCITS - and alternative investment - hedge funds, private-
equity - in a sound way, for the social environment as well asin the interest of sustainable and long
term orientations of companies by appropriate European regulation and other measures. This would
go hand in hand with the recent implementation of the EU green paper on @he enhancement of the
EU framework for investment funds@f 12/7/2006.

Thereby, the European policy arena could overcome the too narrow approach of the European
debate on corporate governance (including Commissioner McCreevy® position: @r me, the
shareholder isking or queen’ (London, 14 November 2005).

Furthermore, from a strategic point of view, the German presidency should examine the realisation
on a fundamental European right on exerting influence on business decisions grounded on art 137 of
the EU treaties, the EU charter of social rights from 1989 and basic rights related to the issue in
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severa national constitutions. Who could do better in the field than those EU member states which
can refer to a positive tradition in this regard?

3.6 Gender Equality

3.6.1 First Stage Consultation of the European Social Partners on the Reconciliation of
Professional, Private and Family Life

The ETUC has welcomed this consultation as an important step towards addressing the issue of
reconciling private and professional life and as an important element in dealing with the
demographic challenge facing the EU.

Although much has been done in the past both from a national and an EU perspective — Barcelona
targets on childcare in 2002, Guideline on reconciliation in the Integrated Guidelines for Growth
and Jobs 2005, the Roadmap for gender equality 2006 which highlights the issue and the European
Pact for Gender Equality 2006, which commits M S to achieve the Barcelona targets, improve care
facilities and promote parental leave for women and men — and by the social partners — negotiation
of the parental leave Directive, Part-time work Directive and more recently the Framework of
Actions on Gender Equality which highlights the issue as one of the 4 priority areas for action —
much remains to be done.

The ETUC's approach to this issue is two-pronged in that it has both a gender equality and an
employment dimension to it, both of which must be considered in tandem if progressisto be made.

Our response to this consultation can be divided into the following categories:

1. The need to upgrade certain parts of the existing legislation (maternity directive, parental
leave directive);

2. The need to introduce new legislation in certain areas (paternity leave, care for dependents);
3. Campaigns and initiatives to encourage men to avail of leave arrangements and provisions;
4. Working time policies and arrangements for women and men;

5. [Initiatives to ensure that commitments made at the EU and MS level to reach certain targets
(Lisbon, Barcelona, Gender Pact) are met.

The European Commission has indicated that based on the results of this first stage consultation, it
will put forward some concrete proposals for EU action in 2007.

ETUC calls on the German presidency to ensure that this happens and that these proposals contain
initiativesin the legal field aswell as those which fall under the OMC.

ETUC is dso interested in the development of the German initiative on a European Alliance for
Families which the presidency plans to adopt during its term, the aim of which is to help balance
work and family life, increase the female labour force participation rate, ensure that birth rates
reflect people’ s wishes to have children and guarantee the economic autonomy of families. For this
to be effective, the active input of the socia partners will be necessary and the ETUC calls on the
German presidency to take this into account.



3.6.2 Proposed Communication on the Pay Gap 2007

In the Road Map for Gender Equality, the European Commission proposes a Communication on the
Pay Gap to be presented in 2007. ETUC very much welcomes this initiative, as despite legislation
and action taken in this area over many years, a pay gap of some 15% on average remains across the
EU.

Acknowledging that there is a particular role to be played by the socia partners, particularly via
collective bargaining, in reducing the pay gap, the ETUC also sees arole to be played by the EU and
public authorities. Whilelegislation existsin al MS, it is not always implemented nor respected.

Furthermore, the existing equal pay legislation could be amended and upgraded to cover a number
of new issuesto ensure that :

1. Annua national pay bargaining includes a chapter dealing with the pay gap, whereby the
social partners must establish instruments on how to measure equality in pay and report on
progress made;

2. Employers introduce and publish pay audits, together with plans for the reduction in pay
gaps identified by this means,

3. Social partners monitor pay practices in the workplace and present annual surveys, pay
reviews, and action plans for equal pay;

4. Rules, guidelines or other tools which provide criteria for a neutral assessment of the value
of work done, exist;

5. Mechanisms are put in place that may help to bridge the existing pay gap between male and
female employment, without having regard to individual cases only. This would require a
more “collective approach” to pay differences and structural discrimination practices.

In addition, the role of labour inspectorates in this domain could be strengthened to ensure that
collective agreements comply with the principle of equal pay and to closely scrutinise job evaluation
schemes. Consideration could also be given to the possibility of setting up national equal pay task
forces to increase awareness about equal pay, actions and recommendations to tackle it.

Another positive measure, linked to the current debate on reconciliation is to take into account the
caring dimension and, for instance, count time spent on parental leave or maternity leave for
purposes of promotion and pay increases.

ETUC is cadling on the German presidency to ensure that the timetable proposed by the European
Commission is respected and that our concerns are taken on board.

3.7 Migration

In 2007, the European Commission will further develop the Den Haag agenda on migration,
focussing on proposals with regard to the opening up of legal channels for economic migration,
tackling illegal migration, integration of migrant workers and their families, and relations with
countries of origin. The Commission has announced in November that it will intensify the fight
against employment of illegaly staying third country nationals, and is preparing a legidative
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initiative in this regard that will most likely be presented during the German presidency.

According to the ETUC, the protection of human rights and labour standards for migrant workers -
whatever their nationality or legal status — is the top priority if the EU genuinely wants to address
the exploitation of irregular migrants.

The ETUC agrees with the Commission that Member States should be tougher on employers and
others who profit from abusive working conditions; however the Commission’s approach does not
refer to the importance of monitoring and enforcement of minimum labour standards and protection
of the human rights of migrant workers, as well as a call to employers and their organisations to
show a more unambiguous commitment in this regard. Providing bridges out of irregular situations
for undocumented migrant workers and their families, and enabling them to report exploitative
conditions without fear of immediate deportation, are key if we want to put an end to these
situations.

Furthermore, it is an illusion to think that EU Member States can solve the problem of illegal
migration by closing their borders and implementing repressive measures. Instead, ETUC wants to
see more pro-active policies on migration and devel opment.

The ETUC is aso calling for more active socia policies - and their effective implementation and
enforcement at national and EU level - to end unfair competition between companies and Member
States at the expense of migrant workers' rights. At the same time there must be a recognition that
every person — with proper documents or not — is to be valued and respected as a human being and
should be entitled to the basic human rights and minimum labour standards (including decent
working conditions, freedom of association and protection against forced labour) that al citizens
should enjoy.

The ETUC calls on the German presidency to support a balanced approach to this issue, and to put
the highest priority on tackling labour exploitation.

3.8 Cross-border Mobility

ETUC isin favour of replacing restrictions to the free movement of workers within the EU by the
establishment of proper conditions. The transitional measures for free movement in the framework
of the enlargement have had adverse effects. Rather than protecting workers and labour markets,
they created a situation of second and third class citizenship for workers from the new Member
States, and promoted false self employment and recruitment via agencies and subcontracting chains.
However, the ssmple abolition of the transitional measures will not solve all the problems arising
from free movement of workers and services.

In many sectors, there isincreasingly areality of cross border labour markets, where the mobility of
labour and the provision of services are intertwined (agriculture, construction, tourism, commercial
services, etc.). What therefore is urgently needed is a European framework of ‘rules of the game’, in
which transparency and security for workers are put centre stage.

An EU-wide supportive legal framework for cross border mobility of workers, both in the
framework of free movement of services and free movement of workers should consist of, amongst
other things:

1. aset of minimum standards established at EU level;
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2. the establishment of clear principles of equal trestment in wages and working conditions
applying to the place where the work is done;

3. equal accessto social support systems;

4. the obligation to respect the host country’s industrial relations systems, i.e. the rules and
regul ations with regard to collective bargaining and industrial action;

5. mechanisms and instruments, including liability of principal contractors, for cross border
monitoring and enforcement of working conditions and labour standards.

It is high time to discuss how social regulation of the emerging European single labour market can
be lifted to the same level of regulation of the economic and monetary internal market, including
clear rules on how to respect national social policy and legidlation.

The ETUC therefore calls on the German Presidency to recognize the need to create a positive
framework to support the coming about of a European labour market, based on the principle of equal
treatment and the upwards harmonisation of working conditions and social systems. This
perspective should be integrated in the upcoming debates on flexicurity and on the future of labour
law.

3.9 L egidative proposals

The trend of proposing only non-legislative initiative remains: while 2 social directives per year
were adopted between 1957 and 2002 (in total 72 directives adopted), in 2005 and 2006 not even
one legidlative initiative was taken.

3.9.1 Working Time Dir ective

The ETUC considers that the German Presidency should pursue efforts and take the necessary steps
in order to finalise the revision of the Working Time Directive that is currently blocked in the
Council of Ministers. When the German Presidency is genuinely interested in promoting a
®lexicurity©agenda, the debate on how to provide workers throughout Europe with minimum
security while offering workers and firms opportunities to negotiate flexible working time
arrangements is key. The ETUC will continue to fight for a Working Time Directive that puts an
end to the individual opt-out and develops balanced solutions to deal with on-call time in the
workplace, while respecting ECJ decisions. The ETUC would deeply regret if a country having the
Presidency of the EU explicitly avoids to take any steps on an important issue like the Working
Time Directive.

3.9.2 Temporary agency workers

There has been a common understanding in the EP, shared by the Commission and the Council, that
temporary agency work should be excluded from the Services Directive and deserves a specific
regulatory framework at EU level. The need for such aframework is becoming more urgent with the
increase of cross border mobility of workers and services, and the increased potential for abuses and
manipulation by agencies and gangmasters. It is now high time to make an attempt to break through
the deadlock about the Draft Directive on Temporary Agency Work. The German Presidency could
and should play an important role, taking into account that Germany in recent years has regulated
temporary agency work at national level in line with the draft Directive, especially when it comes to
equal treatment rights of temporary agency workers.
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3.9.3 Proposal for a directive on the portability of occupational pension rights

The non-portability of occupational pension rights, long waiting periods such as vesting periods and
insufficient or unsatisfactory revaluation of dormant rights have been identified as obstacles to
worker mobility. Whilst taking into account technical and political difficulties at Member State
level, the attempt to reach a compromise must not lead to the Commission and Council® proposal
being emptied of its substance.

The ETUC expects the compromise sought by the German Presidency to remove the existing
obstacles whilst defending the socia interests of migrant and mobile workers within the Member
States.

3.9.4 Revision of the directive on transfers of undertakings

The directive on Transfers of undertakings will be revised. This directive includes important
employee rights to information and consultation. The ETUC considers that this should be a matter
for interest for the German presidency.

The ETUC defends a proper corporate regulation in Europe, where workers representatives and
their trade unions must be in the driver seats and not only remedying at the negative consequences
of restructuring. It is necessary to seek a proper relationship between free movement of companies
and capital supported by EU legislation on one hand and the socio politic requirements to
companies, which also needs to be anchored legally not only in the field of socia policy, on the
other hand. With the existing legal provisions on board level interest representation in a lot of EU
Member States together with the provisions of, at least, the European Company (SE/SCE directive)
and the 10th directive the trade unions must be part of hard core corporate structures.

3.9.4 Revision of the directive on European Works Councils

The European Works Councils Directive was adopted thanks to the clear commitment of a previous
German Presidency. Now after the mass dismissals of Volkswagen in Brussels it would be an
excellent initiative that the German Presidency pushes for arevision of this Directive to be launched
under German Presidency. The Volkswagen case is only the most last evident cases of waves of
restructurings in which employees are the ones who pay the higher price. It urges a fast
improvement of transnational information and consultation rights of employees. It has to go through
a revision of the directive 94/45 aimed at raising the effectiveness of the measures provided in.
Concrete answers must be given to the following demands:

- Information and consultation must take place “in good time” in accordance with the legal
meaning minted by ECJ and fixed in some more recent directives (namely dir.2001/86/EC
and dir.2002/14/EC).

A wider and unconditioned role for trade unions must be explicitly recognised. It operatesin
two ways:
o 1) providing effectiveness to the right of local trade unions to appoint their members;
o Il) right for the European Industry Federations to be represented.
The threshold of employees to point out the scope of the directive should be reduced from
1000 to 500 employees.
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More than ten years of experiences in some of the most prominent EWC’sin Multinational
Companies like GM, Ford or Unilever shows remarkable advances towards establishing an accepted
body for serious social dialogue at company level which goes far beyond the comparatively poor
existing legal basis. It should be a prior objective of European policy even in times of increasing
cross-border mergers and permanent restructuring to support these forms and practices to the benefit
of good economic performance and social cohesion in cross-border operating companies in the EU
at the same time by underpinning their agreements with abetter legal quality. This will make them
more binding and acceptable for both sides.

Last but not least, this type of employee involvement guarantees that a European social model
comes down to the work places. Better rights and facilities for EWC'’s serves to make workers
citizens at their workplaces and to let them become the backbone of the European integration
process underpinned by Art 11 87 of the draft constitution which makes information and consultation
a European fundamental right. The ETUC believes that there is growing public demand that steps be
taken in the form of European policies to provide European citizens with proper means to face
ongoing threats to their working life against the problems caused by globa change and excessively
loose capital markets and investing. ETUC claims that is not enough merely to take away hurdles for
companies and investors without strengthening the position of workers to the same extent and at EU
level.

Concerning the revision of the EWC directive the ETUC refers to its own resolutions as the latest
one adopted in December 2004 and aso, to the adopted report of the EP (A5-0282/2001, the so
called Menrad report according to the name of the draftsman of the report, Winfried Menrad) of July
2001 which demanded urgently that the EU Commission should aready present a draft text
for revising and improving the directive.

Looking at the experience gathered in the past years, ETUC considers the revision of the directive
unavoidable and asks the German Presidency to take up the issue with the European Commission
launching the revision.

4. SUSTAINABLE DEVELOPMENT

The new Sustainable Development Strategy has been agreed in 2006. ETUC would like to see the
commitments laid down in the Strategy turned into concrete action so that significant progress can
be achieved in the first half of 2007.

In order to achieve this on the occasion of the Spring European Council the German Presidency will
have to deal with a number of relevant issues:

1. to consider the investment requirements to achieve the EU sustainable development goals, in
particular in the areas of housing and transport, and to draw up plans to foster such
investment via the EU budget, macroeconomic policy, the Broad Economic Policy
Guidelines (BEPGSs), the new Stability and Growth Pact (SGP) and the European Investment
Bank (EIB);

2. to start the negotiations for a political agreement on substantial fiscal reforms to shift
taxation from labour to capital and resource consumption and/or pollution, to contribute to
the EU goals of increasing quality employment and reducing negative environmental
impacts, while taking account of any potential consequences with respect to social exclusion,
the manner in which tax revenue is used and the need to avoid any negative impact on
vulnerable consumers and the level of public services and social security;
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3. to ask the European Commission to take concrete steps to enhance the social dialogue
between socia partners at all levels with the view to achieving sustainable production and
consumption, starting with the goal of achieving an equitable transition towards alow carbon
economy.

4.1 Climate change

The ETUC fully supports EU leadership in building international cooperative efforts to fighting
climate change. The ETUC considers that an ambitious policy to curb EU greenhouse gas emissions
offers a range of opportunities for employment and social cohesion and this should be taped as a
priority. However, the level of acceptance of the measures required will depend in large part on
whether account is taken of the socia impacts, both positive and negative, and their fair
management.

The ETUC asks the German Presidency to further strengthening the EU climate change policy by
adding a meaningful social dimension to it, in addition to the already well developed economic and
environmental dimensions.

In relation to the likely debates on this question on the occasion of the Spring European Council the
ETUC considers that its conclusions should include the following points:

1. to ask the European Commission to set up a European platform for tripartite dialogue on
climate change, bringing together European social partners and the relevant Directorates-
general;

2. to adopt new commitments for the EU to reduce its greenhouse gases emissions of about -
25% in 2020 and -75% in 2050 compared to 1990 basis;

3. to adopt specific emissions reduction targets for the ‘non tradable’ sectors, namely transport,
residential and tertiary, so that the burden of reducing emissions is shared more fairly with
the sectors which are directly exposed to international competition;

4. asfar as possible, to harmonise the CO, emissions trading system at European level to reduce
distortion of competition within sectors;

5. to adopt a European programme to renovate energy facilities in housing, targeting housing
for the most disadvantaged as a priority;

6. to consider the adoption of European legidlation setting CO, emissions requirements from
new vehicles at an average of 120 g/lkmin 2012.

4.2 Enerqy

ETUC asks the German Presidency to carry forward the work on the common European energy
strategy.

Energy efficiency, energy conservation and an increased share of renewable energy needs to be
among the priorities of along term EU energy policy. ETUC backs the unanimous appeal made by
the European Parliament for 20% of energy to be supplied from renewabl e sources by 2020.

The ETUC is concerned by the lack of a real European industrial energy policy. It is obvious that
the internal market policy is not sufficient to provide it, as shown by the downward trends in energy
investments and short term price instability.

ETUC calls upon the German Presidency to promote an European industrial energy policy agenda
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that combines a long-term programme for investment in energy production and grids, a European
strategy for R&D and investment in clean and secure energy technologies, professionalisation of
new energy sectors, social guarantees for al workers in the energy sector and these new energy
sectors, suitable market regulations ensuring more transparent and stable energy prices for all
consumers, including industrial consumers, and finally, provision of public energy service.

5. THE SOCIAL DIMENSION OF THE INTERNAL MARKET

5.1 Better requlation

When the discussions started around this topic five years ago it was called “Better lawmaking” and
the focus was on the quality and effectiveness of European legislation as well as on legal certainty.
In 2005 with the new Barroso Commission the focus switched to competitiveness, investment,
economic growth, and the right incentives for business with legal certainty coming far behind. The
aim is to fight red tape, and the assumption is that less red tape leads automatically to more growth
and employment. However, the proof of a direct link between the level of regulation and
competitiveness still needs to be given and it still needs to be shown how business would use those
potential savings — for long term investments, training, research — or for activities of “casino
capitalism”?

The Council and the Commission are in search for better and simplified forms of regulation at
European level. The trade Unions are aso in favour of dismantling unnecessary bureaucratic
hindrances and hurdles. These must be shaped in such away as to guarantee full involvement of all
relevant social groups and adequate democratic controls. The ETUC warns, however, against the
abuse of new regulatory instruments for the mere purpose of reinforcing deregulation.

The ETUC supports the intention to complement legislative procedures with a systematic ex ante
assessment of their consequences. Such assessment must incorporate, on an equa footing,
economic, social and ecological criteria. The ETUC demands the launch of a debate on new
instruments intended to evaluate the costs of the lack of regulation, e.g. the costs of not taking
account of the social dimension. It is firmly opposed to the idea of relying on self-regulation or
voluntary reform on the part of industry. Regulations designed to ensure a high level of health and
safety protection and wide-ranging participation rights for workers and their trade unions must be
recognised as assets for competitiveness. These cannot be sacrificed on the altar of dismantling
bureaucracy.

5.2 Social services of general interest and health services

The ETUC believes that coordinated action is required as regards access to, quality and financing of
social services of general interest and health services. This is necessary due to structural changes in
our societies and the challenges associated with demographic change.

A number of aspects require attention from the German Presidency. The first of these is the need to
prioritise universal access to social and health services (in terms of both the geographical location of
these services and health centres - local or regional - and who is covered) and the quality of the
social services and care provided. This can be achieved using the Open Method of Coordination, by
setting ambitious targets.

There must also be sustainable and fair financing for such services and care, and specia attention
must be paid to the care offered to dependent persons (young and old) within a framework of intra-
and intergenerational solidarity.

To avoid an overly economic or consumerist approach, we consider it vital to strengthen the
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consultation and involvement in these areas of all stakeholders, notably the social partners and in
particular national and European trade unions.

Moving towards improved consultation and involvement of all stakeholders must be an ongoing
objective, one constantly reiterated and implemented by both the Presidency and the various national
and/or European institutions involved. This also applies to the Commission® proposed "stocktaking
of European society”, announced recently by the President in his work programme.

5.3 Framewor k directive on Services of General I nterest

Public services are a key element of Social Europe and need to be developed in order to implement
fundamental rights, as anchored in the Charter of Fundamental Rights, and contribute to the social,
economic and regional cohesion of the European Union. Liberalisation and privatisation must not
be the only way forward — the promotion and development of public services is also important. The
social dimension of the internal market must be strengthened. The ETUC asks for a proposal of an
European framework on Services of General Interest with the aim to ensure that the general interest
- which is embodied in the principles that underpin quality public services such as solidarity,
universal access, and affordable prices - prevails over internal market rules that should not be used
to undermine key public services.

Again, in the Rapkay Report European Parliament is calling on the Commission to compile an
evaluation of the liberalisation and privatisation that has aready taken place - for the benefit not
only of consumers but also of the workers involved.

The ETUC emphasised the importance of this demand. The ETUC cannot accept the principle that
all services relating to health, social welfare, water supply and so on should be liberalised. There
must be further reflection before going ahead with more liberalisation and privatisation in areas such
as postal services, energy, etc. The ETUC has proposed a pause —a “moratorium” - in order to allow
for a framework directive to be drawn up, and agreed in co-decision with the Parliament. The
German Presidency has to discuss with the Commission how to make further steps in the right
direction.

6. TRADE AND EXTERNAL RELATIONS

The ETUC has called for a wide-ranging public debate the EU® external trade strategy and its
implications for internal economic, social and industrial policies, in the presence of the social
partners among others, and to put the issue on the agenda for the European Summit of Spring 2007.
We ask the Presidency to promote this debate.

The ETUC reiterates its call for social and environmental standards to be incorporated in all EU
bilateral trade and association agreements. In particular, the Council will be examining Commission
requests for negotiating mandates for bilateral free trade agreements with ASEAN, India and South
Korea; and for Association Agreements with Central America and the Andean Community. We
note the position of Commissioner Mandelson that there should be "a step change in how we
integrate decent work and the broader agenda of sustainable development into these bilateral
agreements’ and ask that this approach be confirmed and deepened by the Council. The same
approach should be taken in other ongoing negotiations, such as those on Economic Partnership
Agreements with ACP countries, with Mercosur, in connection with action plans under the
European Neighbourhood Policy, and in the Partnership and Co-Operation Agreement that is to be
negotiated with China. We welcome the efforts of Germany to promote social dialogue and decent
labour standards in the ASEM context, and urge the Presidency to maintain pressure in this respect.
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We aso note the proposal for establishing transparency through an independent mechanism to
highlight areas where governments should take action against violations of basic rights and ask that
trade unions be associated with this.

We reiterate our call made to the Finnish Presidency that the new agreement being negotiated with
the Russian Federation should contain a social dimension and involve both social partners, and ask
the German Presidency to continue pursuing the issues.

At the start of 2007, the EU will comprise 27 countries as Romania and Bulgaria join. Croatia is
expected to join shortly afterwards and other Balkan countries are clearly intent on following the
same route. We believe that efforts to realise the European future of the countries concerned should
be unrelenting. The ETUC favours the accession of Turkey to the EU provided it meets the
requirements of membership and the provisions of the Charter of Fundamental Rights. This is
controversial on a range of issues including trade union and other human rights, but it would be a
breach of arange of previous undertakings to end the negotiations for entry with Turkey.

WTO Trade Negotiations

The ETUC is asking for a rea democratic debate on the strategies to be adopted and their
implementation before any decisions are taken. We think that the EU has the opportunity, through
its bilateral agreements, to promote an active policy of employment development in Europe, in
accordance with the EU®political objectives, such as respecting the Charter of Fundamental Rights,
promoting quality employment, developing an active environmental policy to combat climate
change in particular, promoting public health at international level, in short, the emergence of new
concepts of development. Unfortunately we do not find the development of such an active policy in
the Commi ssion® Communi cation.

This socia dimension should, in our view, have three essential elements;

1. promotion of decent and fair work;

2. promotion of social protection by public and private processes (mutual insurance);

3. guaranteed application of socia rights (the 8 fundamental conventions of the ILO, the right
to work, maternity protection, health and safety in the workplace).

At the level of methodology, each trade agreement should be provided with aregional committee for
social dialogue, composed of economic and social representatives of both rural and urban economic
sectors. Its job should be to oversee the implementation of the social dimension and to negotiate the
details of implementation in atripartite or bipartite fashion. We ask the German Presidency to act in
this sense.

The balance between external competitiveness and the European social model must be absolutely
guaranteed, even though there has been no debate on the subject in certain institutions up until now.
The Commission sees in this Communication the external dimension of the Lisbon Strategy. It
therefore seems logical to us to take the time to organise a detailed democratic debate on this issue,
in the presence of the social partners among others, and to put this Communication on the agenda
for the European Summit of Spring 2007.

**k*
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