Follow up to the European Parliament resolution on the activities, impact and added value of the European Globalisation Adjustment Fund between 2007 and 2014, adopted by the Commission on 21 December 2016
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Competent Parliamentary Committee: Committee on Employment and Social Affairs (EMPL)
6.
Brief analysis/assessment of the resolution and of requests made in it:

The resolution presents the activities, impact and added value of the EGF throughout a period of eight years, thus combining findings for the previous programming period and comments on the changes in the relevant legislative basis for the current one.

It stresses the positive effects that the EGF interventions have had on redundant workers, the self-esteem and other psychological aspects of the interventions apart from the ultimate goal of getting the redundant workers back into employment.

The resolution also assesses the inclusion of NEETs as EGF beneficiaries and the opportunities the EGF provides within the overall European policy to tackle youth unemployment.

The resolution acknowledges the speeded-up procedures for approving an application, and requests the Commission to provide the necessary staff so that the applications are process even faster.

Several recommendations are related to the international trade agreements that the Commission is preparing or has prepared with third countries and the effects on the European labour market. The role of the EGF is discussed in that context; underlining that in its current shape and budget it is not the instrument to cushion the negative effects of the afore-mentioned trade agreements.

The Commission is invited to carry out sector-specific studies on the impact of globalisation and encourage companies to anticipate changes in their industries and to prepare workers before making them redundant.

Another emphasis of the resolution is on SMEs and their relation to the EGF. The Parliament considers that more attention should be paid to the SMEs who need to make cuts in their staff due to unfortunate economic developments in a given sector. The Commission is invited to continue its regular contacts with the Member States, so as to assist them in preparing the applications and raise awareness on the EGF in general as the instrument for showing European solidarity to redundant workers.

The resolution also elaborates on the transparency of the documents related to the EGF in the Member States and in the Commission, requesting that all applications are made public.

The gender aspect is also covered in the resolution, inviting Member States to design special measures for women who, due to family reasons, are less open to work mobility.

Finally, the resolution welcomes the conclusion from the Court of Auditors that the EGF delivers genuine EU added value when used to co-finance services for redundant workers or allowances not ordinarily existing under Member States' unemployment benefit systems, thus fostering social cohesion in Europe.

7.
Response to the requests and outlook regarding the action, that the Commission has taken, or intends to take:

"… calls on the Commission to propose actions to remove any barriers relating to administrative capacity which has obstructed EGF participation; believes the EGF should not acquire a macroeconomic stabilisation function"; (paragraph 4)
Under the EGF Regulation it is the responsibility of the Member States to put the managing and controlling structures in place for an EGF case management. Certain Member States that have also experienced staff cuts during the crisis might have chosen to only use national and ESF funding in helping redundant workers. The Commission aims at supporting any Member State from the moment it indicates that it is interested in having an EGF case by consulting it both via email exchange and on the spot. To that end, the Commission assists in the assessment of whether the eligibility criteria are met, and indicates the relevant information that it would need in order to carry out the necessary analysis. Still, especially in cases where redundancies occur in a given sector and concern a number of enterprises, the Member State has a heavy administrative job in collecting the required information.

The Commission shares the opinion that the EGF should not acquire a macroeconomic stabilisation function. The aim of the EGF is to contribute to smart, inclusive and sustainable economic growth and to promote sustainable employment in the Union by enabling the Union to demonstrate solidarity towards, and to support workers made redundant as a result of major structural changes in world trade patterns due to globalisation or as a result of the global financial and economic crisis. In order to acquire a macroeconomic stabilisation function, interventions of a far higher magnitude than "showing solidarity and offering support" seem necessary.

"… urges the Commission to speed up the processing of applications so that funding can be provided swiftly in order to maximise its impact"; (paragraph 9)
The Commission included the EGF into the System for Fund Management in the European Union (SFC), thus providing an online application option for the Member States. In addition, the information exchange between the applicant Member State and the Commission can start even before a formal EGF application is submitted. This exchange helps both sides to agree on the eligibility of a potential EGF case while automatically keeping a record of that exchange.

The EGF Regulation provides the timelines within which the Commission should process the applications. Those timelines run in calendar days and not in working ones. It is, therefore, not always possible for the Commission to speed-up the process further. However, in case the Member State has availed itself of the option of exchanging information with the Commission via the SFC before sending the application, the likelihood of applying with a complete file already is considerable and thus the Member State may save on its part up to five weeks as there would be no need to provide additional information at the Commission's request during the assessment phase.

"Calls on the Commission to fully anticipate the effects of trade policy decisions on the EU labour market, also considering the evidence based information of these effects that have been highlighted by the EGF applications; calls on the Commission to conduct thorough ex-ante and ex-post impact assessments, including social impact assessments, involving potential effects on employment, competitiveness and the economy as well as the impact on small and medium sized enterprises while ensuring effective ex -ante coordination between DG Trade and DG Employment …"; (paragraph 10)
While the Commission agrees that the EGF in its current form and within its current budget should not be considered as the general tool to compensate for jobs lost in the EU as a result of trade agreements that might be of a different magnitude than the possibilities the EGF could provide, the current EGF Regulation stipulates that "the aim of the EGF shall be to contribute to smart, inclusive and sustainable economic growth and to promote sustainable employment in the Union by enabling the Union to demonstrate solidarity towards, and to support workers made redundant and self-employed persons whose activity has ceased as a result of major structural changes in world trade patterns due to globalization, as a result of a continuation of the global financial and economic crisis addressed in Regulation (EC) No 546/2009, or as a result of a new global financial and economic crisis". It is impossible to distinguish between the overall effects of trade agreements on one hand and changes in world trade patterns due to globalization in general on the other, as both go hand in hand. Nevertheless, the Commission has committed to carry out independent SIAs (Sustainable Impact Assessments) for all major trade negotiations. These impact analyses assess the economic, social and environmental impacts in order to provide a comprehensive picture of the potential impacts of trade liberalisation under the envisaged agreement.

On 18 October 2016, the Commission adopted a Communication "Towards a robust trade policy for the EU in the interest of jobs and growth", which calls on the Member States to adopt the proposal to modernize the trade defence instruments. In response, the European Council conclusions of 20-21 October 2016 noted the following: "In order to safeguard European jobs, ensure fair competition in open markets and preserve free trade, it is of crucial importance that the EU's trade defence instruments are effective in the face of global challenges. This requires an urgent and balanced agreement on the Council position on the comprehensive modernisation of all trade defence instruments by the end of 2016."

"Calls on the Commission to only grant market economy status to trade partners when they meet the five criteria which it has set; calls, in this regard, on the Commission to establish a clear and effective strategy on issues related to the granting of market economy status to third countries in order to preserve the competitiveness of EU businesses and to continue the struggle to combat any form of unfair competition"; (paragraph 11)
In July 2016 the Commission announced that it would propose changes to the EU's trade defence instruments in order to take into account the changes in the global trading environment (particularly trade distorting practices in exporting countries) as well as in the legal framework in the WTO. This decision was taken on the basis of an Impact Assessment which examined the effects of any changes on employment in the EU. Any legislative proposal will be designed to ensure that the trade defence instruments will continue to be effective in defending EU industry against unfair trade practices and thereby protect jobs in Europe.

"… calls on the Commission to clarify that the loss of jobs as a consequence of trade disputes which result in a serious shift in Union trade in goods or services is fully within the scope of the EGF"; (paragraph 12)
The EGF Regulation stipulates that any loss of jobs due to a serious shift in Union trade in goods or services falls within the scope of the EGF.

"Calls on the Commission to carry out sector-specific studies on the impact of globalisation and, on the basis of the findings, make proposals to encourage companies to anticipate changes in their industries and to prepare their workers before making them redundant"; (paragraph 14)
In addition to horizontal activities, the Commission provides sectorial solutions. It has undertaken cumulative cost assessments for selected industries: steel, chemicals, forest-based industries. The Commission has also put in place a number of specific initiatives including GEAR 2030 for cars, the High-level Forum on the food supply chain or the High-level group on energy-intensive industries. The Commission is also preparing the Defence Strategy and the Space Strategy.

As part of the New Skills Agenda and to improve skills intelligence and tackle skills shortages in economic sectors, the Commission is launching a Blueprint for Sectoral Cooperation on Skills. It will help mobilise and coordinate key players, encourage private investment and promote more strategic use of relevant EU and national funding programmes. Sectoral skills partnerships, in industry and services, will be set up at EU level and then rolled out at national (or, when relevant, regional) level.

Through the Quality Framework for the Anticipation of Change and Restructuring the Commission aims at contributing to increased awareness and more effective implementation of anticipative and socially responsible management of change and restructuring, by companies as well as by public authorities. The ongoing work on the evaluation of its application should provide the Commission with elements for reflection on whether there is a need to revise it or to take further actions to improve its uptake by all actors.

"… calls on the Commission to step up its communications to the Member States, to national and local trade union networks and to the general public …"; (paragraph 17)
The Commission, apart from having its own EGF-dedicated web-site, has recently invited all Member States implementing EGF co-funded projects to create their websites in their own languages so that the information about the EGF can easily reach the beneficiaries, the representatives of the redundant workers, the trade unions, the local authorities and the general public. In addition the Commission has launched the regular biannual EGF contact persons' meetings and networking seminars (the latter involving representatives of implementing bodies and other stakeholders) in Member States that are implementing EGF cases, thus having project visits on the spot and peer discussions so that best practices are more quickly disseminated among Member States.

"… calls on the Commission to support the Member States in developing innovative measures and programmes and to assess in its reviews to what extent the design of the coordinated package of personalised services anticipated future labour market perspectives and required skills and was compatible with the shift towards a resource-efficient and sustainable economy …"; (paragraph 19)
The Commission works with Member States that wish so from the moment redundancies are announced and helps the relevant Member State in the process of preparing the EGF application. The Commission thus insists on having the analysis of the future labour market perspectives and the link between the EGF co-funded activities and the local/ regional development strategies in the application that it receives or in the follow-up exchange with the Member State, and also invites Member States to demonstrate compatibility with the shift towards a resource-efficient and sustainable economy. One of the main aims of the biannual EGF Networking Seminars (involving national contact persons, implementers and other stakeholders) is to facilitate the exchange of best practice models and to promote the development of innovative measures.

"… calls therefore on the Commission to ensure that in all EGF applications women and men are treated equally and calls on the Member States to collect data from a gender perspective to see how it effects female beneficiaries’ re-employment rates; notes furthermore that in some EGF applications the number of targeted beneficiaries is low compared to the total number of eligible beneficiaries which can lead to a suboptimal impact"; (paragraph 20)
As stipulated in Article 10 of the EGF Regulation, gender equality and the integration of the gender perspective in general are an integral part throughout the entire life cycle of EGF cases. The Commission has always ensured the application of this article. As stated in the discussed resolution, the gender break down of beneficiaries perfectly mirrors the gender break down of workers made redundant. The Commission does therefore not see any need for further action. Article 18 of the EGF Regulation calls upon Member States to provide data related to beneficiaries broken down by sex.

Regarding the ratio of targeted beneficiaries to eligible beneficiaries, the Commission is aware that in specific cases, a lower ratio might lead to a suboptimal impact. The Commission therefore always asks Member States at application stage to explain such lower ratios. However, in almost all cases, Member States explain that they apply a lower ratio to actually improve the efficiency of the funds spent, by targeting the most vulnerable group of workers made redundant. In these cases, a higher ratio is not expected to raise effectiveness, and would therefore not add value, but only increase costs.

"Calls on the Commission to include in its mid-term evaluation of the EGF a specific qualitative and quantitative assessment of the EGF support to young persons not in employment, education or training (NEETs), especially in view of the implementation of the Youth Guarantee and the necessary synergies between national budgets, the ESF and the Youth Employment Initiative (YEI)"; (paragraph 22)The Commission has already included such an assessment in the ongoing mid-term evaluation, which is to be presented to Parliament within the deadline stipulated by the Regulation.

"… calls on the Commission to adjust its figures to provide a more accurate assessment of beneficiary reach rates and budget implementation rates"; (paragraph 23)
The Commission takes note of these suggestions and will revise the figures accordingly. It will take into account those findings while producing the next biennial report on the activities of the EGF due in 2017.

"Calls on the Commission and the Member States to use the scope for implementing the EGF budget more flexibly and effectively, with the focus on outcomes, impact and value added, and without compromising appropriate and transparent use of funds and compliance with the rules; is of the opinion that the application procedure should be made faster in order to make the fund more effective for workers made redundant; is concerned about the disparity between resources requested from the EGF and amounts reimbursed by Member States, with an average budget implementation rate of only 45 %; calls, therefore, on the Commission to assess thoroughly the reasons for the low implementation rates and to propose measures to address the existing bottlenecks and ensure optimal use of the fund; (…) suggests that the Commission continues to provide guidance and enables Member States to share best practice in the application of EGF funds and their use in order to ensure the maximum re-employment rate per euro spent"; (paragraph 27)
The Commission is constantly trying to make the most of the EGF funds provided to Member States. Apart from advising on and requesting proper and justified budgeting at application stage, the Commission has recently started to request a confirmation of the requested amount at the stage of adoption of its proposal to Council and Parliament. Member States should meanwhile have updated the needs identified and should have more up-to-date information on measures required and how many redundant workers show interest in them. The Commission has received on some occasions a revised (downwards) budget from a Member State.

"Notes that in a number of EGF cases higher costs for actions under Article 7(4) of the EGF Regulation weaken the overall impact of the EGF investment; calls on the Commission to tackle the issue of such costs by introducing limits"; (paragraph 31)
The EGF Regulation does not provide limits to the cost under Art. 7(4) but the Commission has always advised Member States to keep these costs at 4-5% at application stage as they inevitably constitute a higher percentage at final report stage in cases of underspending. In some cases (for example following the advice of auditors on specific issues related to administrative costs), the Commission exceptionally agrees on a higher percentage of those costs at application stage.

"Notes the proposal in the ex-post evaluation that a counterfactual impact evaluation is an important element in understanding the added value of the EGF; regrets that such an evaluation is not yet in place"; (paragraph 32)
The Commission underlines its general commitment to making impact evaluation part of a policy implementation life-cycle. The Commission would like to recall, however, that in order to conduct a thorough counterfactual impact evaluation, a credible control or comparison group is needed; a large enough number of participants and entities and controls for statistical significance, and good data on supported and non-supported participants and entities to compare results.

The Commission did in fact request its external evaluators to conduct counterfactual analyses in the course of the ex-post evaluation. The evaluators found that the results of their counterfactual analyses had to be regarded with caution, as the data available were insufficient to identify proper comparison groups. The evaluators called for better data collection, and called for more financial funds, coupled with tighter requirements for Member States, to collect data. The Commission would like to stress the requirements in the Regulation 2014-2020 to collect data on labour market status even after the closure of a case, and to underline its efforts to encourage Member States to conduct their own counterfactual analyses and to collect more data than required by the Regulation.

It should be noted that necessary data first need to be collected – as the ex-post evaluation was only published one year ago, it should be clear that a thorough and meaningful counterfactual impact evaluation of the EGF as such can only be conducted once such data are available.

"… encourages the Commission to specify at the next revision of the Regulation that the EGF cannot be used to substitute for the obligations of Member States to the redundant workers"; (paragraph 34)

The Commission recalls that according to Article 9(2) of the EGF Regulation, support co-financed by EGF shall complement any national measures. The Commission notes that the final decision on the wording of a future EGF Regulation lies with the legislator.

"Regrets the diminished funding for the EGF; calls on the Commission and Member states to additionally support the EGF to ensure that needs are met; calls on the Commission to ensure that there are sufficient staff in relation to the workload and to avoid unnecessary delays"; (paragraph 36)

The Commission’s staff has so far successfully complied with the deadlines as stipulated in the Regulation, notwithstanding the obligatory staff cuts. The Commission underlines, however, that the provisions in the Regulations are in calendar days, which during holiday periods may add pressure on the existing workload and risk of non-compliance with the provisions of the Regulation as other services (i.e. translation) have their deadlines in working days.

"… acknowledges the Commission's explanation that the affected workers of downstream suppliers have never been intentionally excluded but calls on the Commission to further reorient the EGF towards SMEs which are key players in the European economy by e.g. placing greater emphasis on the provision from article 8, point (d) on the need to identify the suppliers, downstream producers or sub-contractors of dismissing enterprises or by following up previous cases where the EGF has benefitted SMEs, social enterprises and cooperatives to promote best practice …"; (paragraph 39)

The EGF is a fund that helps workers made redundant and not enterprises (no matter their size). Thus whenever redundancies appear unexpectedly in a given sector or in a given enterprise, it is up to the Member State to decide whether it will apply for support of workers made redundant by SMEs or not.

There are Member States who have substantially and successfully used the EGF support for their SMEs in a sector suffering from the effects of globalisation or the economic crisis. It should be noted that in order to maintain the European nature of the EGF, in line with the subsidiarity principle, a mobilisation of the EGF can only be justified if the Member State has demonstrated that the redundancies have a significant local, regional or national impact.

The Commission encourages Member States to include workers made redundant by suppliers, contractors etc., but the decision to include them in an application lies with the Member States.

"… recognises the challenges faced by applications made under these provisions and calls on the Commission to facilitate Member States in addressing these challenges in order to make the EGF a working solution for redundant workers; furthermore calls on the Commission and Member States to take the 'Think Small First' principle into account in the planning and application stages"; (paragraph 40)

Using the derogation provided for in Article 4(2) is also at Member States' discretion. As shown, a mobilisation of the EGF is only justified in case the scale of redundancies causes a significant local, regional or national impact.

Regarding the EGF, the "think small first" principle is commonly taken into account when designing measures for workers made redundant. The EGF not only offers possibilities to support business creation and entrepreneurship, but also calls on Member States to take local development and employment strategies into account when designing measures. The interests of local SMEs are therefore well taken care of.

"… further calls on the Commission to provide information on the type and quality of jobs found by people who have been re-integrated into the labour market and on the medium term trend as regards the rate of integration achieved through EGF interventions; (…); calls also on the Commission to provide data regarding EGF requests not approved at Commission level and the reasons for this"; (paragraph 45)

As the EGF is a fund under shared management, the Commission can only aggregate the data as provided by the Member States. The latter are bound by the Commission Implementing Decisions awarding the financial contribution to them to provide data on the labour market status of the beneficiaries of EGF measures 12 months after the submission of the final report.

The Commission does provide information on rejected applications (if any) in its biennial reports.

"Calls on the Commission and the Member States to maintain the provisions in the current EGF Regulation on allowances for Carers …"; (paragraph 51)

The Commission is not considering changing the provision and actively promotes its use to the Member States.

"Calls on the Commission to consider delegating the evaluation of the EGF as required under Article 20 of the Regulation to Eurofound; believes that within such a proposal the Commission could provide Eurofound with the necessary financial resources, corresponding to current EGF evaluation procurement expenditure and human resource costs; moreover, as the main impediment to better evaluations is the lack of appropriate data, the Commission could require the Member States to provide the relevant data to Eurofound"; (paragraph 53)

The (mid-term) evaluation of the EGF as required under Article 20(a) is ongoing; the evaluation study has been commissioned from an independent external contractor after a tender procedure. The Commission considers that such tender procedures are the most efficient and effective way to outsource these types of studies.

The Commission stresses the importance of data provided by Eurofound, especially its European Restructuring Monitor, as well as the studies prepared on Restructuring, as they deliver valuable information, also used in the course of EGF evaluations. Furthermore, Eurofound is part of the Interservice Steering Group monitoring the ongoing evaluation and thus closely involved in EGF evaluations.
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