Follow-up to the European Parliament Resolution on the EMU@10: the first ten years of Economic and Monetary Union and future challenges, adopted by the Commission on 3 February 2009
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6.
Brief analysis / assessment of the resolution and requests made in it:
The Commission welcomes the Parliament's resolution on the first ten years of the euro as an important contribution to the debate initiated in May 2008 by the release of the Commission Communication on EMU@10
. In the Communication, the Commission expressed its wish that the Report
 would encourage a wide discussion with all stakeholders and promote a broad consensus on the building blocks of the three-pronged agenda outlined by the Commission. The Parliament's bipartisan response has been timely and comprehensive: consensus was achieved on fundamental questions pertaining to Economic and Monetary Union.

In line with Commission views the Parliament highlights that the euro has been a success in many ways, with the single currency enhancing economic stability in the Member States. It notes that the revised Stability and Growth Pact has proven its value for budgetary consolidation and supports the Commission's view that it provides an important policy framework in times of highly stressed economic circumstances. Member States in the euro are called to strengthen the effective coordination of economic and financial policy, in particular by developing a coherent common strategy within the Eurogroup. Membership of the euro area requires full adherence to the Maastricht criteria, as specified in the Treaty. The longstanding position of Parliament on the international representation of the euro is unambiguously stated: the most effective way for the euro area to align its influence with its economic weight is by developing common positions and consolidating its representation, ultimately obtaining a single seat in the relevant international financial institutions and forums. To this aim, the Parliament supports the intention of the Commission to strengthen the influence of the euro area in international financial institutions. Finally, paragraph 62 of the Resolution sketches out an ambitious agenda for strengthening economic governance in the euro area, while paragraph 63 deals with the current economic and financial crisis. In particular, it calls for a coordinated response at the EU level to the economic downturn and for ambitious and adjusted National Reform Programmes.

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

· examine ways in which the preventive arm of the Stability and Growth Pact could be strengthened (paragraph 13);

· handle in a uniform manner, the common criteria in assessing economic and fiscal data and ensure, with Member States, the reliability of statistical data (paragraph 23);

· put forward proposals for revising the existing banking and financial supervisory architecture (paragraph 35);

· examine the creation of European bonds and develop a long-term strategy which enables the issuing of such bonds within the euro area (paragraph 38);

· produce a more detailed report of the euro's international role, of the external dimension of the common monetary policy and its repercussions for the euro area's economic and trading performance (paragraph 60).

In paragraph 62(k), the Parliament calls the Commission, in its Annual Report on the Euro Area, to deliver a more practical range of instruments and evaluations to make it possible to hold a more detailed dialogue between the various EU bodies that are involved in economic governance.

7.
Response to requests and overview of actions taken, or intended to be taken, by the Commission:

On the preventive arm of the Stability and Growth Pact, the Commission in the EMU@10 Report called for a deeper and broader approach to fiscal and economic surveillance, with greater focus on quality of public finances and its links to growth. In particular, budgetary surveillance should be deepened to cover two main areas: (i) the sustainability of public finances, most notably through the establishment of medium-term fiscal frameworks at the national level, supplemented by the inclusion of implicit liabilities into medium-term objectives; (ii) the quality of public finances. The latter has been thoroughly examined in this year's Commission Public Finance in EMU Report and four areas for actions have been identified: (i) the build-up of an inventory of indicators to better gauge the quality of public finance; (ii) the improvement of institutional mechanisms aimed at establishing a stronger link between policy priorities and budgetary resource allocation; (iii) more efficient government revenue systems aimed at fostering growth and minimising distortions; (iv) the review on a regular basis by the Commission, in close collaboration with the Economic Policy Committee, of the quality of public finances in the Member States.

On statistics, the Commission shares the view that the proper functioning of EMU and the effective surveillance and co-ordination of economic policies require a comprehensive information system to provide policy-makers with the data on which to base their decisions. High-quality statistics are therefore a prerequisite for an effective assessment of the economic situation and prospects. Reflecting these concerns the national statistical institutes and Eurostat put forward in 2005 a European Statistics Code of Practice. The Code has the dual purpose of improving trust and confidence in statistical authorities by proposing certain institutional and organisational arrangements, and reinforcing the quality of the statistics by promoting the application of best international statistical principles, methods and practices. The monitoring of the Code implementation includes self-assessments and regular peer reviews. In 2008, the European Parliament and the Council established a European Statistical Governance Advisory Board, with the mission of providing an independent overview of the European Statistical System regarding the implementation of the Code.

On the banking and financial architecture, the Commission has worked hand-in-hand with EU central banks and Member States to tackle the financial crisis right from its outset. Through its Communication of 29 October 2008, the Commission provided a framework to coordinate national rescue plans to their respective banking sectors. Beyond these emergency measures, the Commission has put forward a series of reforms over the longer term, which has been taken on board in the ECOFIN roadmaps. Moreover, the Commission has set up the High Level Group on Supervision chaired by Jacques de Larosière, former IMF Director and Banque de France Governor. The Group has been mandated to examine the possibilities for a revision of the supervisory landscape to meet the challenge of EU cross-border financial institutions. It will deliver its recommendations in spring 2009. The Commission will then decide on the way forward.

On the issuance of European bonds, the Commission expressed at many times its willingness to examine carefully this multi-faceted issue. Depending on the outcome of its assessment, it may make concrete proposals in the field. However, it must be noted that Member States did not reach a consensus on the issue. Even the potentially less contentious issue of harmonising national bond and bill issuance calendars to enhance bond liquidity met resistance from some quarters.

On the international role of the euro, the Commission analysed at length in the EMU@10 Report the advantages, responsibilities and risks brought by the international status of the euro. The European Central Bank reviews on a yearly basis trends in euro usage across the world. In the current circumstances the issue deserves constant monitoring and the Commission will examine further issues revolving around the external role of the euro in its 2009 publications.

Finally, against the background of an unprecedented fall in consumer and business climate, the Commission put forward on November 26 an EU-wide Economic Recovery Plan (EERP). The EERP, eventually endorsed by the European Council of 11-12 December, brings together a monetary and budgetary stimulus at both national and EU level, notably including wide-ranging investments to sustain demand and cushion the downturn. The Plan combines national and EU-level measures in order to restore confidence and jump-start the economy, while preserving room for flexibility at the national level. The Commission calls Member States to prepare their plans on the basis of a list of targeted measures on the revenue or expenditure side. The need for coordination has been emphasised in line with the Parliament's recommendations; the Commission will frame the monitoring of the fiscal stimulus packages within the Stability and Growth Pact. At the same time, the EERP encompasses a structural reform agenda tailored to the needs of individual Member States. This is why, in line with Parliament's stress for ambitious National Reform Plans, the Commission will soon adopt country chapters assessing Member States' yearly progress in implementing the Lisbon strategy so that they match the objectives of the EERP.
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