Follow up to the European Parliament resolution on the financial, economic and social crisis: Recommendations concerning measures and initiatives to be taken, adopted by the Commission on 12 October 2011
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6.
Brief analysis/assessment of the resolution and requests made in it:

This Resolution analyses the reasons of the current crisis and recommends measures to avoid similar cases in the future, as well as to present a long-term vision for a European growth model. Its conclusions and recommendations touch on a very wide range of policy areas, including among other competitiveness and convergence, global governance, single market and macroeconomic imbalances.

In most of these areas, the specific conclusions and recommendations are broadly in line with Commission position, and in this sense the resolution is welcomed, even if it should be pointed out that in such an ambitious approach, prioritisation and sequencing need to be given proper attention.

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

The resolution contains a number of key calls to the Commission:

Credit Rating Agencies (point 4)

The firm intention of the Commission is to take into consideration the results of the public consultation in the process of preparing a new regulation on credit rating agencies.

National budgetary frameworks (points 5, 49)

The Commission is aware of the importance of complete and reliable public accounting practices for all sectors of government, which is a prerequisite to the production of sound fiscal statistics. Council Regulation No 479/2009 of 25 May 2009 strengthened the Commission's powers to verify statistical data used for the excessive deficit procedure. In addition, the Directive on budgetary frameworks as part of the economic governance package calls for all Member States to have in place public accounting systems comprehensively and consistently covering all-sub sectors of general government. Improved and regularly audited accounting systems at national level should provide public managers with the necessary tools to improve the efficiency of public finances.

Fiscal policies (point 7)

The nature of the EU budget does not lend itself to a stabilisation purpose. In order to fulfil this function, its characteristics and its size would have to be changed beyond what can reasonably be expected given the current economic situation and likely developments in the discussions on the Multiannual Financial Framework 2014-2020. A supranational stabilisation mechanism, e.g. linked to unemployment, would pose very difficult design problems and would be politically highly controversial.

Public finances (point 8)
Provided the subsidiarity principle is not violated, the Commission is supportive of ideas to extend the scope of the EU budget. However, it should be noted that this may prove extremely difficult politically. The Commission believes that fiscal consolidation must be implemented in a growth-friendly manner, but it is necessary to ensure sustainable growth in the long run.

Irresponsible lending practices and property bubbles (point 11)

The Commission has engaged in ambitious reforms of financial market and bank regulation to ensure that all relevant actors and all types of financial instrument are subject to appropriate regulation and oversight. A new European financial supervision system has been established and the Basel III rules imposing tougher capital requirements on banks will enhance macro-financial stability (in particular through the countercyclical capital buffer). A permanent "European Stability Mechanism" will be established by euro area Member States to safeguard the financial stability of the euro area as whole.

Eurobonds (points 13-14)

The resolution calls on the Commission to examine the potential issuance of Eurobonds and the conditions under which this would be beneficial to all participating Member States and to the euro area as a whole. It furthermore suggests specific parameters of such Eurobonds, i.e. a limitation to a debt ratio of 60% of GDP under joint and several liabilities as senior sovereign debt, and links to incentives to reduce sovereign debt to that level. The Commission is further examining the feasibility of joint issuance of government bonds in the euro area and, as already agreed, will report to Parliament on the issue.

ESM (point 15)

The Commission takes note of the proposal to revise article 125 of the Treaty on the Functioning of the European Union and of the proposal to convert the ESM into a European Debt Agency at a later stage. The Commission shares the view that the current drafting of Article 125 significantly constrains the possibilities to handle the sovereign crisis in the euro area. However, the Commission sees little appetite from Member States for the time being to revise the TFEU on this point. Although the Commission would see some merit in the establishment of a European Debt Agency in the medium term, the priority is to set up the ESM as agreed by the Heads of State or Government earlier this year, i.e. as a financial support mechanism. The objective of the Commission is to have the ESM up and running in 2013.

Global imbalances and governance (points 17-33)
The Commission considers that China should not only be an active participant in the global governance system, but also take its policy responsibilities in this system. We agree on the need for tackling global imbalances, but this should be done in a symmetric way, as both those countries with external surpluses and those with deficits should be involved. The ongoing work within the G20 should lead to concrete policy actions to rebalance growth, in particular to ensure a private demand-led growth in major advanced economies; and a shift from growth led by domestic demand in major advanced deficit economies toward external demand and vice-versa in major emerging surplus economies.

The Commission strongly agrees with the resolution's assessment that capital controls should be employed only as a last resort and that we should not only call upon the IMF, but also upon the ongoing work in the G20 to develop a cooperative framework on how to manage capital flows.

It is true that the lack of an appropriate Euro Area/EU representation in international organisations reduces considerably the political weight of the euro area/EU at the international level.

There are certain difficulties with the proposal for an integration of the Bretton Woods Institutions into the UN system. The Commission's opinion is that the present close cooperation between those institutions and the UN is adequate. We should be mindful that the Bretton Woods Institutions have a responsibility for crisis management and resolution and need to be flexible enough to respond to situations in a swift way. Institutional flexibility has been and remains paramount for the success of the Bretton Woods Institutions.

The case of a new monetary system (points 37-40)
The Commission shares the G20 goal for a more stable and resilient international system, but at the same time, the Commission would warn against calls for a hasty implementation of reforms. It is important to ensure stability and thus reforms might need to be spread over some time. This would also facilitate a gradual and possibly smoother transition phase.

The Commission strongly supports the call for exchange rates to reflect macroeconomic fundamentals, although one should be cautious about the wording on intervention to smoothen exchange rate volatility.

On the issue of international reserve currency, a multilateral system does not necessarily need to be based on Special Drawing Rights (SDRs). A possible evolution could be that regional currencies or some emerging market currencies would gain in importance over time. More analytical work is necessary to draw final conclusions on this policy issue. Furthermore, it needs to be recognized that the risks do not just derive from large currency issuers, but also from the policy choices of the countries holding excessive reserves and/ or with pegged exchange rates.

On capital flows, the main issue at stake is to strengthen the benefits of capital flows and to minimize their potential destabilizing effects. The Commission considers that there are strong merits in an open and cooperative approach on international capital flows. Therefore, the EU objective should be to ensure a commitment by the G20 on a carefully sequenced liberalisation of capital flows in line with the EU Treaty and the OECD Code on the Liberalisation of Capital Movements. In this context, appropriate domestic macroeconomic measures and macro-prudential measures should have precedence over the use of capital controls. Capital controls should remain the last resort. If controls are applied, however, they should be temporary, transparent, flexible and easily reversible to adjust to changing conditions and they should be subject to period review. The ILO is already involved in the programme countries. However, the degree of its involvement varies across the countries. In some countries, the Memorandum of Understanding (MoU) says that the actions of the government should respect the core ILO conventions. Finally, the IMF should play its role to better monitor capital flows and spill-over effects.

Competitiveness, convergence and the EU 2020 strategy (points 41-49)

In the Multiannual Financial Framework 2014-2020 proposed by the Commission a large part of the budget will be aimed at getting people into work and the economy growing, tied in with the Europe 2020 strategy for smart, sustainable and inclusive growth. For example, a Connecting Europe Facility will finance the missing links in energy, transport and information technology, thus strengthening the integrity of the internal market and creating real territorial cohesion to the benefit of all. The future EU budget will also increase the amounts allocated to education, training, research and innovation which are crucial for Europe's global competitiveness. In general, there will be strong focus on results that are clearly related to the implementation of the Europe 2020 strategy and the achievement of its targets. Policy recommendations to Member States in the context of the "European Semester" also aim at improving competitiveness.
Child poverty (point 50)
The Commission has established a regular dialogue with stakeholders in the framework of the European Platform against Poverty and Social Exclusion. As announced in the Platform, it intends to adopt a Recommendation on Child Poverty in 2012, which will outline common principles in key areas (support to families, services, participation) as well as a set of indicators to better monitor child poverty and well-being.

Macroeconomic imbalances (points 50-56)

The Commission agrees that the current approach of addressing imbalances inside the EU should not be a "one size fits all" approach. The Excessive Imbalances Procedure (EIP), designed as a policy instrument to address imbalances inside the EU, fully takes into account Member States' specificities. To this end, the assessment of imbalances in a Member State will be based on a set of indicators (the scoreboard) coupled with economic reading. This would allow an adequate analysis of specific national conditions and thereby avoid an automatic trigger of the procedure. Welfare systems are indeed important stabilisers. However, it is important that they do not distort incentives to take up work, in particular when economic cycle improves. Policy recommendations within the macroeconomic imbalances surveillance, alongside other policy recommendations to Member States in the context of the EU Semester, should strengthen competitiveness.

EIB/EIF role (points 57, 69)
The resolution calls for an extension of EU project bonds to Euro-Mediterranean infrastructure projects. In its proposal for the next Multi-annual financial framework (MFF), the Commission proposes to use innovative financial instruments to a larger extent in external action so as to mobilise additional funding to cover the investment needs of partner countries. This could in principle include project bonds.

The resolution recommends encouraging more equity funding for SMEs and less reliance on debt, and stresses the need to strengthen the Competitiveness and Innovation Framework Programme (CIP) guarantee instrument. The best type of funding for SMEs relies on a number of factors such as the type of SME, the availability of debt or equity finance, the cost of capital or the willingness to share the business with other investors. The Commission proposes in the next MFF to strengthen and focus the financial instruments that proved successful under the CIP and the 7th Framework Programme for research, while bringing a strong EU added value and avoiding duplication of already existing schemes at national or regional level.

Beyond economic governance (points 89-103)

The Commission underlines the strong need to strengthen surveillance of Member States' policies, including stronger enforcement, should Member States not comply with the rules agreed. Following the decisions of the euro area summit of 21 July, options for reinforcing euro area governance are currently being considered. We should in particular find ways of providing more institutional clarity and think about how to improve the articulation of the euro area meetings in the composition of Heads of State or Government and of Finance Ministers, the responsibilities and working methods of the Eurogroup, as well as its supporting structures. The Commission welcomes the proposal to reinforce the Macroeconomic dialogue and is working on the issue.
Labour market participation (points 50-52)

The Commission agrees that eradication of child poverty has to have a very high priority and this is reflected in the 2010 Poverty Platform actions (covering issues like the provision of key services and childcare, education, children's rights, or the design of tax-benefits).

The Commission has issued Country Specific Recommendations, which form an integral part of the Europe 2020 Strategy. Eight countries have received recommendation on female participation. The CSRs mainly target the need of available and affordable childcare, the necessity of more flexible working arrangements and the need of decreasing the financial disincentives posed by the tax and benefit systems.

Pension rights (point 64)

The consultation on the Green Paper (COM(2010) 365 final) towards adequate, sustainable and safe European pension systems show that the majority of stakeholders would prefer that a solution based on minimum standards of acquisition and preservation (leaving aside transfers) should be reached. The Commission will consider the next steps in the context of the forthcoming White Paper on pensions and has again made clear (in the Single Market Act) its commitment to tackle this issue.

Mobility and migration (point 64)

The Commission recognises the important role its common migration policy will have to play in relation to the EU's southern Mediterranean neighbours and recalls that migration policy is a joint competence with the Member States responsible for determining the volumes of labour migrants they admit to their territory. The Commission's Single Permit proposal, on which final agreement seems very close, will protect migrant workers, provide them with a series of work-related socio-economic rights on the basis - as far as possible - of equal treatment with EU workers.

Schengen Agreement (point 65)

In response to the conclusions of the European Council of 23-24 June 2011, the Commission intends to table one or several appropriate legislative proposal(s) providing for the possibility of the temporary reintroduction of internal border control, but only to the extent necessary to respond in a proportionate manner to deal with the threat concerned, and when other measures have been exhausted, notably including resort to support measures from other Member States, the Commission and the FRONTEX agency. Accordingly, the proposal will ensure that any temporary reintroduction of internal border control is strictly limited in time and scope and that it is coordinated at the European level. Any legislative changes will require adoption via the ordinary legislative procedure.

Common EU immigration Policy (point 66)

The Blue Card Directive has only just fully come into effect (deadline for transposition was 19 June 2011), and it is therefore too early to evaluate its effect. The Commission will examine its transposition by the Member States and will take the necessary action to ensure that it is properly applied. The Directive calls for the Commission to present a report on its application by2014, and if necessary this report can propose amendments to the legislation.

Europe is facing a structural demographic problem: in 2010, for the first time the number of deaths outstripped the number of births. The EU's active population will start falling from 2014 and the EU workforce will shrink by 50 million over the next 50 years. The priority is on maximising the labour force and skills already available in the EU. But given the severity of the long-term demographic challenge facing Europe, this is unlikely to be enough for the EU to remain economically competitive. The Commission therefore believes that an additional solution to consider is a well managed common policy of immigration from outside the EU.

Employment (point 78)
The key importance of acquiring skills and competences throughout the working life requires comprehensive strategies for Lifelong Learning and in particular a new approach to adult learning, based on common principles such as shared responsibility and partnership, effective financing mechanisms, flexible pathways, and quality initial education and targeted continuing training. Drawing on progress achieved in the Copenhagen process, in 2011, the Commission will present a Communication on the implementation of lifelong learning strategies and competence development, a European policy handbook setting out a framework for lifelong learning implementation, and a renewed action plan for adult learning.

Reference to financial instruments aiming at employment creation for vulnerable, socially excluded groups should be added. It is also intended to support social entrepreneurship.

The Commission supports actions to tackle undeclared work as articulated in its Annual Growth Survey and in the March EPSCO Council conclusions reflecting on the 2011 Joint Employment Report.

Facilitating the transition from the informal to the formal sector will also be addressed in the guiding principles on enabling conditions for job creation, due to be adopted by the Commission in 2012 as part of the Agenda for new Skills and Jobs.
The Commission supports the drive to continue the flexicurity approach along its four pillars, including flexible and reliable contractual arrangements which can help to fight labour market segmentation and allow young people to enter the labour market. In 2012 the Commission will present a Communication on flexicurity.

The European Commission is committed to greater worker mobility as it is essential for achieving dynamic labour markets, efficient matching of jobseekers with vacancies and employers with the skills. Mobility is conducive to higher employment rates and sustainable employment, and therefore to social inclusion. As a result, labour mobility can be regarded as an economic, employment and social policy instrument with a strategic role to play in addressing the challenges of European labour markets. Therefore, the promotion of labour mobility between Member States and the removal of the remaining barriers to occupational and geographical mobility will help in addressing the challenges and imbalances faced by European labour markets, thus contributing to reach the 75% employment rate target set by the Europe 2020 strategy.

Unemployment (points 79, 80)
The Commission fully agrees with the above observations and strongly supports efforts to enhance growth and jobs. In the 2011 Joint Employment Report, Member States are being called upon to implement structural reform measures in view of improving the functioning of their labour markets. These have been further elaborated to reflect national circumstances. The June European Council has just adopted these country specific versions of the recommendations.

The Commission agrees that a specific focus needs to be put on combating youth unemployment, given the dramatic situation of youth unemployment in the EU. The Commission welcomes the endorsement by the EU employment ministers during the Council in June of the proposals set out in the Europe 2020 flagship initiative 'Youth on the move'. The Commission will monitor the implementation of these measures as part of the Europe 2020 strategy and present a specific report on their implementation in 2014.

Social and Environmental Responsibility (point 81)
The Commission will present in 2012 a legislative proposal on the transparency of the social and environmental information provided by companies in all sectors, taking account of the public consultation on this issue organised by the Commission in late 2010.

Energy (points 58-61)
The resolution stresses crucial elements for ensuring the EU's competitiveness such as mainstreaming energy efficiency into EU policies, promoting the use of renewable energy, maintaining the lead in research into eco-friendly technologies and ensuring access to resources. It also refers to the need for establishing a European Energy Community to reach the Europe 2020 goals and strengthen relations between energy producer and consumer countries arguing the added value of a European policy for sustainable energy and the procurement of raw materials.

The Commission agrees with Parliament as regards the importance of promoting the use of renewable energy, energy efficiency and savings as well as energy research that contribute to ensuring EU's competitiveness and reaching the 2020 energy targets. It welcomes the interest in reinforcing European energy policy and agrees with the need for an integrated energy market and stronger relations with neighbouring countries. The legislation in place already provides a solid framework for reaching the 2020 energy and climate objectives. Focus should be put first on making full use of the Lisbon Treaty and the Energy Strategy 2020 before elaborating a new institutional framework for energy policy.

Sustainable Transport policy (point 62)

The Commission agrees with the call for a sustainable transport policy expressed in the resolution.

SMEs (points 67-71)
The Commission acknowledges the key fields of action identified in the resolution, which reflect the priorities set out in the Review of the Small Business Act. To reflect those priorities, a series of actions are already planned or under way. For example, the Commission intends to create by 2012 a single market for risk capital by enabling venture capital funds based in any Member State to invest freely throughout the EU. Another initiative is to strengthen the cross-border matching of innovative firms with suitable investors by appointing a leading figure to guide the process.

The Commission proposes in the next MFF to strengthen and focus the financial instruments that proved successful under the CIP and the 7th Framework Programme for research, while bringing a strong EU added value and avoiding duplication of already existing schemes at national or regional level.

Building on the positive feedback from independent evaluators and stakeholders and in the light of financial instruments under CIP and RSFF, the successor programmes will provide equity and guarantee instruments targeting SMEs that need access to finance. A particular focus will be placed in the next programming period on supporting SMEs to allow them to create growth and jobs. While certain instruments will specifically target innovative SMEs due to their high-growth potential, EU financial support will not exclude other SME segments. In its proposals for the new programmes, the Commission will simplify the management of its financial assistance through instrument platforms common to several programmes and will try to streamline access to research grants and Structural funds.

Regarding the role played by the EIB Group in securing finance for SMEs, the Commission would like to stress that the EIB and EIF, already heavily involved in the implementation of current financial instruments, will also play an increasingly important role in the next EU programmes, which will focus on Europe 2020 objectives. While the EIB/EIF procedures can always be improved, they are not generally considered to be heavy and must be sufficiently robust to ensure correct allocation of EU resources and collection of monitoring data.

Nonetheless, with a view to promoting EU entrepreneurial activity in general and women entrepreneurs in particular, the Commission launched an initiative aiming at creating a European Network of Mentors for Women Entrepreneurs.

Supporting self employment and new businesses is also one of the priorities of the European Social Fund 2007-2013 programming period, and the Commission expects it will continue to be a priority in the next Multiannual Financial Framework. Seventeen Member States have included this priority in their Operational Programmes for a total amount of €2.75 billion of ESF funding. Much of this funding is devoted to providing training, advice and mentoring to would-be entrepreneurs to help them to become self-employed and to provide guidance, consulting, financial support and networking of self-employed and micro-enterprises in the first critical years of business.

Finally, the European Progress Microfinance Facility, a joint initiative of the Commission and the EIB group, specifically targets micro-enterprises, including the self-employed. It supports micro-loans of up to €25 000 to set up or further develop small commercial operations. The facility should particularly help those who normally have difficulty accessing credit, for example unemployed or young people or those in a disadvantaged position. The names of selected microcredit providers are published on the Commission website
.

The Commission has the intention to continue specific microfinance support under the next Multiannual Financial Framework and extend this support to capacity building of microfinance institutions.

The Commission recognises the role of social economy in the Single Market Act and is currently preparing a Communication on “Social Business Initiative”, due to be adopted in October 2011. The Commission will propose, as part of the social business initiative, a dedicated financial instrument for the investment in social enterprises.

As regards the promotion of some specific forms of social economy enterprises, the Commission will present a proposal for a statute on the European Foundation towards the end of 2011.

Taxation policies (points 72-77)

The Commission will continue to develop its analysis of quality of taxation issues and promote pragmatic tax coordination, structured discussions on tax issues and exchange of good practices as requested by the Euro Plus Pact.

The Commission welcomes the support for the CCCTB proposal, but stresses that the Commission does not propose any provision on indicative tax ranges; nor is it a tax policy aim of the Commission to harmonise tax rates in the EU. Related to the specific and simplified taxation system for SMEs it is important to clarify that the CCCTB proposal was prepared on the basis that multinational enterprises (MNEs) as well as small and medium sized enterprises should be able to benefit from the CCCTB system. It is not intended to introduce specific provisions for SMEs.

The Code of Conduct Group continuously monitors developments in Member States with a view to avoiding the introduction of new harmful tax measures. Tax competition based on general rates is considered fair and transparent. In this context, it is up to the Member States to determine how much tax they want to raise, as well as their optimal tax and rate structure.

Education and Training Strategy (points 82-88)

The Commission welcomes the stress put on the different education and training sectors as drivers for innovation and growth, in a lifelong learning perspective. It will therefore support the adaptation of the education and training systems to the needs of the economy and of the labour market through the Open Method of Coordination, within the strategic framework for European cooperation in education and training (ET2020), and propose appropriate priorities for the next ET2020 work cycle.

The Commission shares Parliament's view of the importance of traineeships as an important transition of young people from education into the labour market and to acquire relevant skills, with a strong presence of actors active in the education field and part of the world of work, including the private sector. As announced in the Europe 2020 flagship initiative 'Youth on the move', the Commission will present in 2012 a quality framework for traineeships.

The Commission will make a proposal in autumn 2011 on how to support education and training under the future Multiannual Financial Framework. While the details of this proposal are still under preparation, it is clear that traineeship mobility will continue to constitute an important part of such a programme.

Improving the quality of higher education will be a core focus of the new Communication on modernisation of higher education, which the Commission will present in autumn 2011. The Commission will support Member States in promoting learning mobility, and intends to monitor progress through a mobility scoreboard. It will propose a European-level student loan guarantee facility, to promote mobility, excellence and access to affordable finance for students taking their Masters degree in another Member State. The Commission will also support new Knowledge Alliances, designed to enhance university-business cooperation and promote the integration of entrepreneurship skills in higher education curricula through activities including the centralised actions of the Erasmus strand of the LLP.

As reiterated in its 2011 Annual Growth Survey, the Commission argues strongly for Member States to prioritise public spending in growth-friendly areas, including higher education. However, it is crucial that such investment is used as efficiently as possible to maximise the benefits for students, higher education and society more generally, and the Commission will examine this issue in its forthcoming Communication.

Developing work based learning including apprenticeships is currently one of the key priories within European vocational education and training policy. (the Bruges Communiqué, adopted on 7th December 2010).
-----------
� http://ec.europa.eu/social/main.jsp?catId=983&langId=en
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