Follow-up to the European Parliament Resolution on a European Economic Recovery Plan, adopted by the Commission on 17 June 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 a European Economic Recovery Plan as an important contribution to the process initiated in November 2008 by the release of the Commission Communication "European Economic Recovery Plan" (COM(2008)800 final, 26.11.2008) and followed up in the Commission Communication of 4 March 2009 "Driving European recovery" (COM(2009)0114). In the 4 March Communication, the Commission reported on the implementation of the EERP and contained important messages on the urgency of restoring stability to the financial system notably through improved financial governance, the continuing importance of long-term challenges requiring a continuing commitment to the Lisbon Strategy and the single market, the need to shield Europe's citizens from the impact of the crisis and the crucial international dimension.

The Parliament welcomes the Commission initiative to launch the EERP as a reaction to the serious ongoing economic downturn. It stresses that the top priority must be to stimulate the economy and competitiveness of the European Union and expects the Commission to provide clear and strong guidance towards an improved coordinated approach amongst all Member States, so as to avoid the risk that the solutions implemented become the sum of all the national policies. It calls for the European Union to step up its efforts to invest in skills, training and sustainable job creation, and safeguarding of employment. It recommends that the coordination of national recovery plans allows for each programme to be tailored to each country's specific needs, but taking into account the common interest. It also recommends new horizontal initiatives at EU level, and recalls the responsibility of each Member State to exercise fiscal discipline, investment and structural reforms. Member States are called to continue to follow the revised SGP with a view to tackling the present exceptional circumstances effectively and to guaranteeing a firm commitment to bringing normal budget discipline back on track as soon as the economy recovers. To this aim, the Parliament supports the Commission's commitment to the revised SGP and notes its willingness to use all the flexibility as a way to conduct anti-cyclical policies.

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

· Provide clear and strong guidance towards an improved coordinated approach  amongst all Member States in managing this deep crisis in order to safeguard as many jobs and as much employment in Europe as possible (paragraph 3);

· Produce a clear analysis of the impact of the rescue package on the competitiveness of the financial sector and the functioning of the interbank market, and to establish interdisciplinary teams to pool knowledge and know how and to ensure that there will be balanced impartial high-quality and timely judgements across Member States (paragraph 24);

· Analyse the effects of the banks' behaviour that moved their assets from the more recently acceded Member States after adoption of rescue plans by other Member States and examine carefully the speculative action in relation to the currencies of the more recently acceded Member States, and to communicate results of these studies (paragraph 27);

· Ensure exchange of best practices in providing guarantees to SMEs, citizens and sectors most hit by the crisis (paragraph 35);

· Continue to monitor regularly the development of the situation on the EU labour market and the impact of the crisis on that market (paragraph 43);

· Assess urgently the recession risks affecting industrial sectors across Europe in order to intervene at EU level (paragraph 45); duly address the impact of horizontal policies on regional divergent performances in the euro area, as highlighted in its Communication on EMU@10 (paragraph 52), and provide guidance on the National Reform Programmes in light of the growth forecasts (paragraph 69).

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

On providing guidance on the national programmes and assessing the adequacy of policy response, the Commission has already looked at recovery measures in the annual assessment of the Lisbon strategy implementation and in the assessments of the Stability and Convergence Programmes. It continues to do so for the June European Council and for the economic forecast published in May.

On analysis of the impact of the rescue packages, the Commission has identified from the beginning the importance of assessing it accurately, and has early-on worked on the design of an appropriate analytical framework. Considering the value of involving Member States, the ECOFIN Council gave mandate to the Economic and Financial Committee (EFC) in February 2009 to set up a specific Task Force to i) review the support measures for the financial sector; ii) analyse the effectiveness of the measures taken to date, describing the problems in their implementation and underlying reasons taking into account work already undertaken by the Commission and other fora and institutions and based on empirical data; iii) identify possible restrictions to the use of the measures, and iv) formulate possible remedies to enhance the effectiveness of the existing measures, by examining all possible options and tools available so as to minimise the use of public funds. This work is ongoing and the Commission will continue its monitoring efforts.

The Commission's assessments are in part motivated by the need to consider possible spillovers across Member States. This analysis of the impact of the rescue packages also covers the Central and Eastern European Member States, and their financial stability is actually being closely monitored in a broader context than the rescue packages in order to ensure that the rescue packages have not led to a withdrawal of investments from Central and Eastern European Member States by banks established in the Western Member States. On 17 April, the relevant Commission services sent a letter (to the Chairman of the ECON Committee informing her of the Commission's assessment on the behaviour of foreign banks in triggering the financial crisis in new Member States. The main conclusion is that the financial stress experienced by some new Member States has not been due to the withdrawal of capital by foreign banks. The available data and their public commitments suggest that foreign banks intend to remain engaged as strategic investors in Central and Eastern European countries.
On monitoring of the situation on the EU labour market, the Commission (DG Employment) has been producing monthly monitors of the EU employment situation and labour market outlook. The Commission is also continuously collecting information on structural reform stimuli introduced by Member States, in cooperation with the ECOFIN Council's Economic Policy Committee (EPC) and Member States. Missions to collect information on economic situation have taken place as a part of preparation of the economic forecast, and some additional fact-finding missions have been organised by different DGs in Spring 2009. Furthermore, the Commission has contributed to the preparation of the Jobs Summit organised by the Czech Presidency on 7 May. The three thematic workshops organised to prepare the Summit will help identifying and promoting the use of best practices.

As a summary, the Commission will continue providing regular assessments of progress made with the national and Community dimensions of the European Economic Recovery Plan. According to the latest assessment, the co-ordinated fiscal stimulus by EU Member States amounts to 1.8% of EU GDP, thus exceeding the initial target of 1.5% of GDP (0.3% of which from the EU level). Our preliminary findings are that Member States' recovery plans are in line with the EERP's principles. Many of the measures can be expected to cushion the impact of recession in the short-term, whilst laying the foundations for longer-term sustainable growth by addressing structural reform challenges in the context of the Lisbon strategy. Importantly, there are no obvious cases of rolling-back past reform measures. As it is still relatively early to assess the impacts of the actions on the ground, the Commission will however continue to monitor progress and regularly report findings.
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