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EP reference number: A6-0381/2006 / P6-TA-PROV(2006)0485
3.
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Subject: Annual Report on the Euro Area
5.
Brief analysis/assessment of the Resolution and requests made in it: 

The Commission welcomes the Parliament's Resolution on the Annual Report on the Euro Area 2006 as an important contribution to the debate on euro-area economic policy. Many of the points raised in the Resolution are consistent with the analysis and findings of the Annual Report on the Euro Area 2006. This points to a broad consensus between the Commission and the Parliament on the current economic priorities for the euro area.
On the basis of this Resolution, there appears to be broad agreement between the Commission and the Parliament on the importance of stability-oriented monetary policy and sound fiscal policies to sustain the current economic recovery. There is also agreement on the importance of completing the Internal Market and stepping up the pace of structural reforms in the euro area to raise growth potential and enhance adjustment to global shocks and country-specific developments. On institutional issues, there is a general consensus on the need for measures to strengthen the external representation of the euro area so as to allow it to play a role on the global economic stage that is commensurate with its economic stature.
In the Resolution, Parliament addresses a number of requests specifically to the Commission. In particular, the Commission is called upon to:
· adhere to a strict interpretation of the revised Stability and Growth Pact;
· prepare a study on the benefits of a better functioning economic pillar of EMU;
· prepare a general review of Member States’ fiscal systems;
· prioritise the achievement of an internal market for energy and other goals in relation to energy policy;
· increase the quality of statistical macro data;
· ensure that the Annual Report on the Euro Area provides a more concrete set of tools to enable a deeper dialogue between the different EU institutions; and
· to provide strong support for the activities of the Eurogroup and its President.
The Resolution also considers that it would be beneficial to hold a joint dialogue between the Eurogroup, the Commission and Parliament to debate challenges facing the euro area economy and ways to tackle them.
6.
Response to these requests and overview of action taken, or intended to be taken, by the Commission:
The Commission is fully committed to the consistent, rigorous and impartial implementation of the Stability and Growth Pact in order to ensure the effective functioning of the EU’s fiscal framework, and ultimately to guarantee the economic success of EMU. The Commission has demonstrated this commitment over the last 22 months by, inter alia, working with the Council and the Member States to ensure a smooth, efficient and transparent operation of the corrective and preventive arms of the Stability and Growth Pact. The Commission has also agreed to regularly inform Parliament of SGP implementation.
The Commission regularly reviews the benefits of a better-functioning economic pillar of EMU in publications such as the Quarterly Report on the Euro Area and Public Finances in EMU. This subject is also addressed directly in the Annual Report on the Euro Area. This year’s edition of the EU Economy Review also addresses an issue that is central to the economic pillar of EMU, the adjustment of euro-area members to country-specific developments. This comprehensive study provides fresh analytic material on a number of issues, including the factors driving competitiveness swings in the euro area, the interplay between competitiveness adjustment and real-interest-rate developments and the role of fiscal policy and structural reforms in enhancing adjustment under EMU. Also in order to better communicate to the Parliament the results of these studies, the Commission has agreed to go into a closer macro-economic dialogue with Parliament.
The Commission regularly reviews Member States’ fiscal systems, publishing its findings in the European Economy report "Public Finances in EMU". In 2006, for example, this publication provided new evidence on the design and effectiveness of national numerical rules for sound public finances. This analysis revealed the growing importance of fiscal rules in Member States’ fiscal systems and their positive impact on promoting sound budgetary policies and compliance with the Stability and Growth Pact.
Developing a sustainable, competitive and secure EU energy policy is among the Commission’s topic priorities. In its Work Programme for 2007, the Commission will present the first ever Strategic Energy Review for Europe. This review will identify the building blocks for an integrated EU energy policy, including, for example, measures to complete the internal market for electricity and gas, accelerate the take-up of new low carbon technologies, and diversify and secure supplies both within and outside Europe.
The Commission is committed to increasing the quality of macroeconomic statistics. Several recent steps have helped to improve the quality of budgetary statistics in the EU, notably the reinforcement of the Eurostat powers and responsibility in checking the quality of fiscal data reported by Member States, the publication of budgetary statistics with an infra annual frequency, as well as the establishment of minimum standards for the institutional set-up of national and European statistical authorities. The Commission's proposal for the setting up of a high level group on statistics is a further step in this direction.
Developing a constructive dialogue on euro-area economic policy requires a firm understanding of the opportunities and challenges facing the euro-area economy. The Annual Report on the Euro Area (AREA) contributes to this understanding by presenting a rigorous, yet accessible, analysis of the economic situation in the euro area, macroeconomic policy developments, structural reform challenges and the external dimension of EMU. The report’s companion piece, the Annual Statement on the Euro Area, highlights the key policy messages stemming from this analysis. As regards the forthcoming 2007 AREA it should also focus on issues related to economic governance in the euro area, as recommended by the European Parliament.
The Commission provides a considerable degree of support for the Eurogroup and its President. The Commission’s analysis of the economic situation and policy challenges in the euro area provides an important input into Eurogroup discussions. The Commissioner for Economic and Monetary Affairs is also an active participant at Eurogroup meetings.
The Commission supports Parliament’s considerations on the benefits of a joint dialogue between the Eurogroup, Parliament and the Commission on the key challenges facing the euro-area economy. For its part, the Commission stands ready to participate in and contribute to such a dialogue. In this respect, a closer bilateral macro-economic dialogue has recently been agreed by the European Parliament and the Commission, and the AREA is one of the major contributions to it.
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