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BUSINESSEUROPE'’s priorities for the Italian Presidency

The lItalian Presidency is determined to focus the next six months on growth, jobs and
competitiveness and aims at radical choices. We fully support this approach.

The European Union must concentrate on the real issues and become more competitive, less
bureaucratic, more pro-active, more open to the world and outward looking. The next 5 years are
crucial to set our political and economic place in the world.

The European Council agreed on the skeleton of a strategic agenda for the European Union during
the next 5 years. It contains important signals on the need to concentrate EU actions on areas where
it can make a real difference such as fully exploiting the potential of the Single Market, promoting a
climate of entrepreneurship and job creation, investing for the future, reinforcing the global
attractiveness of the EU and making EMU a solid factor of stability and growth. We agree that
empowering citizens is key. We are in favour of working towards an energy Union and forward
looking climate policy as well as for a Union for freedom security and justice. We are convinced that
we need to strengthen the Union as a global actor.

However, we believe that the references to competitiveness are rather weak and that there are
crucial elements missing. We expected much stronger references to industrial competitiveness
mainstreamed in the different chapters of this new strategic agenda. We also miss a clear recognition
of the importance of tackling cost-competitiveness challenges and to the need to tackle high energy
costs in particular. And this means that the Strategic Roadmap adopted at the European Council
meeting on 26/27 June has not set the ambitious strategy to boost competitiveness in Europe that we
expected after the positive signals given during the Spring European Council. We therefore count on
the ltalian Presidency active support to ensure that these weaknesses are corrected when fleshing
out the details of this strategic agenda.

The European Union urgently needs to deliver the promised increase in policy coordination, really
prioritising and avoiding legislative proposals with undesirable effects on competitiveness.

We have identified 7 key priorities on which the Italian Presidency should reach concrete results in
order generate more growth and create more jobs.

e Enhance growth: fiscal consolidation and growth enhancing reforms must go hand-in-hand,
using the flexibility in the Stability and Growth pact to put in place bold structural reforms.
And the bias towards tax increases must be corrected by reducing public expenditures and
implementing measures to improve competitiveness as foreseen in the country specific
recommendations endorsed by the European Council on 26-27 June 2014.

e Boost investment: Europe’s share in foreign direct investment flows declines. To unleash
our investment potential in both the public and private sector, we need new vehicles for
harnessing private capital, structural reforms in the public sector to redirect public expenses
towards investments and offer private companies an attractive legal investment framework,
free of unnecessarily burdensome obligations.
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Increase employment: Unemployment remains stubbornly high. Making sure that the
resources mobilized in the Youth Employment Initiative really help young people in practice
is part of the answer. But it will not be enough. Labour market reforms are the only viable
way to reduce unemployment. And as SMEs have created 2 of every 3 jobs in the private
sector in Europe, reducing the regulatory burden and finding solutions to SME access to
credit difficulties is also essential to fully develop our job creation potential.

Improve competitiveness: mainstreaming industrial competitiveness is essential and the gap
between good intentions and real actions is still huge. The Italian Presidency has to ensure
that the central role of industry is at the core of the implementation of strategic agenda of the
European Union sketched out by the European Council on 26-27 June 2014.

Develop the Single Market: to better leverage our market of 500 million consumers, the
Italian Presidency must focus its Single Market actions on key areas for competitiveness
such as the digital economy, energy, services and infrastructure investment.

Build an outward looking Europe: concluding ambitious trade agreements with trading
partners is essential for the prosperity of European citizens. The Transatlantic Trade and
Investment Partnership (TTIP) alone is expected to boost the EU economy by € 120 billion
annually and create 1.3 million additional EU jobs over 10 years. The ltalian Presidency
must push for significant progress in these negotiations. Delivering a good TTIP agreement
of strategic importance to Europe.

Tackle high energy prices and improve security: to reduce the competitive disadvantage
linked to energy prices, the Italian Presidency must ensure that Europe moves away from
the three overlapping targets, focusing European efforts on reaching a competitiveness
friendly single greenhouse gas emissions target, and putting the EU Emission Trading
Scheme as the main instrument for decarbonisation. And we must work for the
diversification of both domestic and external energy sources.

We would be very keen to have a meeting with you in order to discuss what BUSINESSEUROPE
expects from the ltalian Presidency and how to move forward on the different actions described in
the enclosed note.

BUSINESSEUROPE wants a Europe that can compete with the rest of the world and for that we
need to focus on signing trade deals with strategic partners like the US, completing the Single market
and making sure that Europe only regulates when this is necessary and adds value. You can count
on our determination to act as a partner and strong supporter in this endeavour.

Yours sincerely,

Enclosure: 1
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BUSINESSEUROPE’s priorities for the Italian Presidency
What Europe needs to do to make companies more competitive

The Italian Presidency is determined to focus the next six months on growth, jobs and
competitiveness and aims at radical choices. We fully support this approach and have identified 6
key priorities on which to focus in order to allow European companies to generate more growth and
create more jobs.

e Enhance growth

Higher growth is needed to guarantee sustainable fiscal consolidation and to create jobs. However,
at the same time, growth will not take place unless business and consumers have confidence in the
sustainability of public finances. Fiscal consolidation and growth enhancing reforms must therefore
go hand-in-hand.

The Stability and Growth Pact should be fully respected, using the flexibility built-in the current rules
to put in place bold structural reforms. This is extremely important to improve the investment climate
and boost job creation.

The latest Country Specific Recommendations underline that, so far, fiscal consolidation has relied
too heavily on tax increases in many Member States. This is harming the recovery. The focus must
now be shifted to structural reforms, smart public expenditure reductions and measures to improve
competitiveness.

BUSINESSEUROPE urges the Italian Presidency to give a strong push to further growth enhancing
reforms when working on the review of the EU 2020 strategy to be discussed at the December EU
Council meeting.

With access to finance for companies remaining an immediate bottleneck to growth in many
countries, the ltalian Presidency should also work on the implementation and completion of the
banking union.

In the long run, the development of contractual arrangements and associated solidarity mechanisms
have the potential to strengthen the EU’s role in encouraging necessary reforms and fiscal
consolidation, provided they are linked to reform implementation and do not lead to an increase in
the overall tax burden in the Euro area. To be effective, funds provided through EMU solidarity
mechanisms should be targeted, temporary and conditional on the delivery of reforms.

e Boostinvestment

International investment is one of the key drivers for economic growth and enhancing
competitiveness of Europe in the rapid process of globalisation. Industrialised countries are
confronted with growing competition from emerging economies also in top edge technologies and
knowledge intensive products. The EU’s share of worldwide foreign direct investment flows fell to
24% in 2012 compared to 40% in 2000.

BUSINESSEUROPE welcomes the emphasis that the Italian Presidency is putting on the need to
boost investments in Europe. Like you, we are convinced that unleashing the investment potential in
Europe, both in the public and private sector has to be among the top priorities of policy makers. We
believe that this requires new vehicles for harnessing private capital, structural reforms in the public
sector to redirect public expenses towards investments and to offer private companies an attractive
legal investment framework, free of unnecessarily burdensome obligations.
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e Increase employment

Unemployment remains stubbornly high and youth unemployment is one of the biggest challenges
facing Europe.

BUSINESSEUROPE urges the Italian Presidency to keep Member States to the promises they made
during the European employment summits held in Berlin and in Paris by implementing the Youth
Employment Initiative. Up to € 8 billion in 2014-2015 were made available for regions where youth
unemployment is over 25%. We welcomed this decision. More than one year after, it is important to
move beyond administrative planning and make sure that the resources that have been mobilized
really help young people in practice.

However, the only viable way to reduce unemployment is to facilitate job creation through labour
market reforms and enhancing growth by improving European competitiveness. The European
reform agenda and implementation of the country-specific recommendations in particular, are
therefore essential to fight unemployment.

Two of every three jobs in the private sector in Europe have been created by small and medium
sized companies (SMEs). SME development therefore deserves special attention. The Italian
Presidency will launch preparatory work for the revision of the Small Business Act (SBA). The future
SBA should focus on a few well-chosen action-oriented priorities which are crucial for SME
competitiveness such as the reduction of the regulatory burden and solutions to SME access to
credit difficulties.

e Improve competitiveness

A coordinated and coherent industrial policy approach is essential to enhance the European growth
potential and boost employment. Since 2008, European manufacturing productions declined by
12.4% and 3.8 million industrial jobs were lost in Europe. In 2013 alone, the share of manufacturing
in the GDP lost one percentage point, decreasing to 15.1%.

The January communication of the European Commission "For a European Industrial Renaissance”
and the March European Council conclusions constitute positive steps towards a new approach to
put the real economy back at the heart of EU policies. However, BUSINESSEUROPE regrets that
the goal proposed by the Commission to aim at 20% of EU GDP generated by industry by 2020 was
not adopted. The European Council in October should re-discuss this and endorse the 20% industry
target.

Furthermore, the gap between good competitiveness intentions and real actions is still huge. It is now
essential to translate commitments and declarations into concrete measures. The beginning of a new
political cycle, with the election of the European Parliament and the new European Commission,
represents a crucial opportunity to accelerate the necessary decisions for an Industrial compact,

BUSINESSEUROPE counts on the Italian Presidency to ensure that the central role of industry is at
the core of the work programme of the upcoming European Commission and all other EU Institutions.

This will require appropriate governance mechanisms to mainstream industrial competitiveness in all
policies and at all the decisional levels. BUSINESSEUROPE urges the Italian Presidency to ensure
that:

v' The European Council makes sure that the decision to mainstream competitiveness in all
EU policies taken in March 2014 is fully implemented and evaluates the progress made at
each Spring European Council in the context of the Europe 2020 strategy;

v' The Competitiveness Council aligns its agendas with other Council configurations, makes its
voice heard on topics with an impact on competitiveness and is supported in this strategic
work by a strengthened high level group on competitiveness and growth;
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v' The European Commission too makes sure that competitiveness is systematically prioritised
in all the policy initiatives it proposes and adapts its governance accordingly;

v' Impact assessments are carried out independently from policy-makers, carrying out ex-post
evaluation of existing regulation to remove unnecessary administrative burden and taking
into account the cumulative effect of legislation.

e Develop the Single Market

A better integrated Single Market is essential for growth and jobs. In many cases, this can be
achieved through better implementation and enforcement of the existing EU acquis. Improving the
Single Market also requires removing unnecessary administrative burdens and legal fragmentation,
investing in transport, energy and IT infrastructure and boosting the development of the digital Single
Market.

BUSINESSEUROPE urges the Italian Presidency to focus its actions on key areas with a huge
impact on competitiveness, such as:

v' Digital economy, energy and services: create a more favourable climate for boosting
investments and ensure a more horizontal and coordinated approach at EU level;

v Infrastructure: encourage recourse to private capital, for example by a major use of long
term financing instruments such as public-private partnerships. The degree of
interconnection and interoperability between national networks should also be developed by
reaching swift agreement on the 4th Railway and Single European Sky 2+ packages;

v Intellectual property protection: facilitate the achievement of an ambitious agreement on the
trade secrets directive and an agreement on the trade mark package which supports the
competitiveness of European companies and pays particular attention to rules on goods in
transit.

e Build an outward looking Europe

One European job out of ten depends on exports. Concluding ambitious trade agreements with
strategic partner countries is essential for the prosperity of European citizens. The Transatlantic
Trade and Investment Partnership (TTIP) alone is expected to lead to a gain of € 545 a year for an
average European household, boosting the EU economy by € 120 billion annually and create 1.3
million additional EU jobs over 10 years.

BUSINESSEUROPE urges the Italian Presidency to push for significant progress in the transatlantic
negotiations by maintaining the pressure on both parties to deliver an agreement of strategic
importance to Europe. It is also important to stay in close contact with the governments of EFTA
countries and Turkey in order to exchange information and assess the impact of the TTIP on EU
close economic partners. The potential for EFTA states and Turkey to join the TTIP after the EU and
the US have reached a deal should be considered.

We hope that, in the next semester, progress is also made on other key bilateral trade negotiations,
with both advanced and emerging economies. The conclusion of ambitious and balanced free trade
agreements, in a spirit of reciprocity, should aim at creating the conditions for sustained economic
growth, thus benefitting European business and citizens at large.

BUSINESSEUROPE also counts on the Italian Presidency to pave the way to a successful
modernisation of EU’s trade defence instruments (TDI) which should strengthen their effectiveness
and streamline procedures to the benefit of the EU industry. We are confident that the Council can
rapidly agree on a meaningful common position and start a trialogue with the European Parliament
which would allow for a swift adoption of the TDI reform.
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e Tackle high energy prices and supply security issues

The 2030 energy and climate package is a major test for Europe’s ability to balance and monitor
competitiveness, security of supply and climate objectives better than in the past. To reduce the
competitive disadvantage due to energy prices which are among the highest at global level, Europe
must adopt a more cost-effective climate and energy framework. The EU must first and foremost
move away from the three overlapping targets and focus its efforts on reaching a competitiveness
friendly single greenhouse gas emissions target, putting the EU Emission Trading Scheme as the
main instrument for decarbonisation.

BUSINESSEUROPE urges the Italian Presidency to ensure that the real economic implications for
each Member State of the proposal to reduce emissions by 40% by 2030 are assessed thoroughly.

Having so far reduced our GHG emissions by more than 18% since 1990 every additional
percentage of reduction will become more cost-intensive. The level of ambition for the greenhouse
gas reduction target must be adaptable to the outcome of the international climate negotiations in
2015 in Paris. Furthermore, to avoid industrial investment leakage outside Europe, effective
measures to shield European industry from the direct and indirect costs of decarbonisation policy are
needed. These measures were clearly called for by EU Heads of State and Government in March
2014 and in the Energy Council conclusions of 13 June 2014.

The situation in Ukraine is a wake-up call for a strong European energy security strategy. The Italian
Presidency will have to tackle the immediate challenges to gas supply during this winter. In addition,
it should work for the increase and diversification of Europe’s energy sources both domestically and
externally. Energy efficiency improvements are necessary but not enough. Europe must keep all
options open, including potentially highly advantageous unconventional energy sources such as
shale gas.

Our energy needs will not be reached cost-effectively if the EU continues to have 28 separate energy
policies. BUSINESSEUROPE therefore also urges the Italian Presidency to ensure that the EU’s
ability to act in the field of energy policy is strengthened, respecting the fact that decisions on energy
mix are a national competence, but enhancing coordination between national energy policies.

The European Union must focus on the real issues and become more competitive, less bureaucratic,
more pro-active, and open to the world and outward looking. The next 5 years are crucial to set our
political and economic place in the world.

In a global economy, European countries must join forces. By 2050, none of the European member
states are projected to be amongst the world’s largest economies. We only have the choice between
succeeding together and becoming insignificant separately.

BUSINESSEUROPE counts on concrete results and looks forward to working with the Italian
Presidency during this semester.
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