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5.
Brief analysis/assessment of the resolution and requests made in it:

The Resolution in summary comprises the following 11 main elements:
1. The Resolution notes that while the requirement to keep deficits below the 3% of GDP deficit threshold has regularly not been complied with by Member States, the average euro area deficit has declined from 2.6% of GDP in 2005 to an expected 1.5% of GDP in 2007.

2. The Resolution expresses its concern about the prospects for long-term budgetary sustainability considering the only slow decrease of public debt ratios. It calls upon the Member States to address the issue of the ageing society urgently. It even advises the Council to ensure that Member States render new public debt either unconstitutional or unlawful by 2015.

3. The Resolution takes a positive perspective on the effects of the revised SGP. In particular it welcomes the fact that many Member States have made considerable efforts to meet their obligations with regard to the Pact. Nevertheless it also warns against lenient implementation and enforcement of the SGP.

4. The Resolution demands to avoid pro-cyclical policies.
5. The Resolution encourages Member States to go ahead with implementing structural reforms, under cyclically favourable conditions in particular.

6. The Resolution calls for the reorientation of public expenditure towards physical and human capital accumulation.

7. The Resolution recommends exploring whether to set a uniform calendar for budgetary procedures across the EU.

8. The Resolution welcomes the efforts of the Commission and the Council to improve statistical governance regarding the reporting of fiscal data, and invites the Commission to use its monitoring rights forcefully.

9. The Resolution agrees with the Commission that independent institutions and numerical rules positively influence Member States' budgetary positions, in the medium and long term in particular. It also encourages the Commission to explore the advantages of establishing national independent bodies in charge of determining the annual deficit consistent with the MTO.

10. The Resolution recommends that the Commission prepare a study on best practices concerning statistical governance of the reporting of fiscal data and the accounting of public assets and liabilities in Member States.

11. The Resolution deplores the lack of policy co-ordination in the euro area and expresses its concern about possible ensuing antagonistic effects.

6.

Response to the requests and overview of action taken, or intended to be taken, by the Commission:

The Commission largely agrees with the substance of the Resolution. In general, the results of Parliament's Resolution fit well with those of the earlier Commission report on public finances in EMU, released in June 2006. The replies to the specific requests of the Resolution are as follows:

1. The Commission emphasises that in 2005 and 2006 a significant improvement in the general government deficit has indeed been accomplished, both euro-area-wide and in individual Member States. The same also applies to structural balances and hence to adjustment towards the medium-term budgetary objectives. As to the prospects for 2007, the Commission notes that the Eurogroup confirmed in April 2007 its commitment 'to make full use of the current economic growth and the better than expected tax revenues to pursue sound fiscal policies' … also 'to use unexpected extra revenues for deficit and debt reduction'.

2. The Commission shares the European Parliament's concerns regarding the long-term sustainability of public finances. In this respect, the Commission issued also a new report on the long-term sustainability of public finances in the European Union in October 2006. The Commission has strong reservations regarding the advice to the Council that new public debt should be rendered either unconstitutional or unlawful by 2015. The Treaty and the SGP already contain a rule on debt; making the rule unconstitutional would introduce undue rigidity in the system. Rather than imposing an additional legal constraint, what matters is that countries apply the appropriate policies to reduce debt and ensure long-term sustainability taking into account their own economic and budgetary situation.

3. The Commission welcomes the European Parliament's positive assessment of the 2005 SGP reform. It recalls that since the reform of the SGP the corrective arm has been applied in full accordance with the provisions of the Pact, and that any leniency in enforcement has not occurred. It reiterates its conviction that it is important to ensure the effectiveness of the preventive arm of the SGP. Analytical work on the latter issue has recently been stepped up considerably, and its results will be presented in the Public Finances in EMU 2007 Report.

4. The Commission fully agrees with the need for avoiding pro-cyclical policies. Indeed it had already taken the initiative earlier to carry out detailed analytical work to that effect within the frame of the Public Finances in EMU 2006 Report. On that occasion the Commission found that pro-cyclical policies in the euro area during the years 1999-2001 often contributed to the running of excessive deficits in subsequent years.

5. The Commission backs the call to Member States to go ahead with implementing further structural reforms on markets for goods, services, labour and capital in the context of the Lisbon strategy for Growth and Jobs. It considers these reforms necessary in order to boost potential output, and growth and employment in the long-term, and hence also to secure sound public finances in the future.

6. The Commission agrees that public expenditure has to be reoriented in order to improve the quality of public spending.
7. The Commission considers interesting the idea of setting a uniform calendar for budgetary procedures across the EU. Indeed the Commission itself had already proposed this earlier, including a move towards a so-called European semester covering the first half of the year.

8. The Commission welcomes that the Resolution recognises its efforts to improve statistical governance. It will make full use of its monitoring rights. In this context, many efforts will be devoted to assure a strict and prompt implementation of national accounts (ESA 95) rules, in order to minimize the possibility of creative accounting and misreporting of figures by Member States.
9. The Commission is satisfied that its analytical work on independent institutions and numerical rules has been valued, and that its outcomes have been taken up by the European Parliament.

10. The Commission is already supposed to report regularly to the European Parliament and to the Council on the quality of the actual data reported by Member States under Regulation EC/3605/93 as amended by Regulation EC/2103/2005, Article 8a (3), and has adopted the relevant report on 20 April 2007.

11. The Commission supports a strengthening of policy co-ordination in the euro area. In this context it welcomes the recent commitment incurred by the Eurogroup regarding further budgetary consolidation.

---------

� See point 1 above.
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