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

The Commission welcomes the Parliament's resolution on the Commission Annual Statement on the Euro Area 2007 as an important contribution to the debate on euro-area economic policy. By issuing for the second year its Annual Statement on the euro area and its companion paper, the Annual Report on the euro area, the Commission intends to broaden and intensify the dialogue between institutions on economic policy within the euro area. Many of the points raised in the resolution are consistent with the analysis and findings of the Annual Report on the Euro Area 2007.

On the basis of this resolution indeed, there appears to be broad agreement between the Commission and the Parliament on many fields: Parliament insists that sound fiscal policy is a pre-condition for sustained growth and job creation and stresses the risk posed by pro-cyclical policies. It requires Member States to run surpluses in good times and believes that the consolidation effort needs to be strengthened in light of the demographic challenge to come. On exchange rates, Parliament noted that the nominal appreciation of the euro exchange rate has so far not been detrimental to exports and growth. Parliament and the Commission share a similar assessment of diverging trends in competitiveness, with the need for Member States to enhance their adjustment capabilities. The need for an integrated financial market to ensure the smooth functioning of the EMU is recalled as well. On governance, there is now a well‑established consensus between Parliament and the Commission 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. Moreover, the Commission stands ready to follow the provisions of Article 111, together with the other concerned institutions.

In the resolution, the Parliament addresses a number of requests specifically to the Commission. In particular, the Commission is called upon:

· Together with Council, to examine the convergence criteria through further analysis of and policy debate on the application of the convergence criteria to prospective new members of the euro area (point 25);

· To provide more information on the fight against money laundering and the role of offshore companies in this regard (point 24);

· In association with the Council, to deliver a set of policy recommendations providing instruments for a detailed dialogue between Community bodies that are involved in strengthening the economic governance of the Union (point 29).

6.
Response to requests and overview of action taken, or intended to be taken, by the Commission:

On convergence criteria, the Treaty provides for an institutional framework to test whether a prospective euro-area entrant has achieved a "high degree of sustainable convergence" prior to euro-area entry. This is measured against a set of formally defined criteria which are carefully defined in the Treaty. The fiscal criterion is meant to ensure consistency between the budgetary stance in individual Member States and stability-oriented policy mix in the euro area as a whole. The inflation criterion tests whether cost and price dynamics in a new euro-area Member State are consistent with price stability in the euro area. The exchange rate criterion examines whether a country has already sustained a high degree of exchange rate stability before fixing its currency irrevocably. The long-term interest rate criterion complements the other criteria by assessing the credibility of convergence on financial markets. On the procedure for euro‑area enlargement, the Commission stands ready to have a dialogue on possible improvements, pursuing the shared goal that all institutions fully play their part in the procedure as assigned to them by the Treaty.

In addition to their economic soundness, convergence criteria have another merit: they are clearly defined in quantitative terms, providing transparent benchmarks and ensuring equal treatment. The idea that the price stability criterion would be excessively strict for new Member States is not substantiated by empirical evidence, in particular as structural change in new Member States could generate simultaneously expansionary and dampening effects on headline inflation.

On money laundering, the European Commission takes an active role in the fight against money laundering and has set up over the years a comprehensive legal framework. Relevant pieces of Community legislation in this regard include the third money laundering Directive (Directive 2005/60/EC of 26 October 2005) which sets out the main rules applicable to financial intermediaries and sensitive professions for the prevention of money laundering. Regulation (EC) No 1781/2006 on information on the payer accompanying transfers of funds lays down rules for payment service providers to send information on the payer throughout the payment chain. Regulation No 1889/2005, which entered into force on 15 December 2005, introduced an EU-wide approach to controlling cash movements into and out of the EU. Together these pieces of legislation make the EU a reference in the fight against money laundering as these rules fully comply with international standards. The European Commission is an active member of the Financial Action Task Force (FATF), the main international standard-setter in this field, which also conducts typologies exercises on techniques used by launderers, involving among others offshore companies.

On the strengthening of governance and the need for concrete policy recommendations, the Commission is convinced that proper economic governance is essential for the smooth functioning of the Economic and Monetary Union. The European Parliament, the Commission and the Eurogroup all have a crucial role to play in strengthening the management of our common asset: the euro. 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 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. This report provides then a synthetic view of the Commission's approach by linking economic analyses and concrete recommendations at the euro-area level.

In the same vein, the Commission's last Annual Progress Report, which assesses progress by Member States within the framework of the renewed Lisbon strategy, contains a dedicated chapter to the euro area with four specific recommendations addressed to all euro-area Member States. Closer economic and financial interdependence generated by having a single currency makes it necessary for the euro area as a whole to go beyond what is specifically required at the level of Member States. Euro area Member States therefore have a particular need to use the economic upturn to aim at more ambitious budgetary consolidation, more competition especially in services and financial services, and further reform of labour markets. Through these recommendations, the Commission paves the way for a fruitful inter-institutional debate on economic policy in the context of EMU.
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