Follow-up to the European Parliament resolution on the contribution to the Annual Growth Survey 2012, adopted by the Commission on 8 May 2012
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4.
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5.
Competent Parliamentary Committee: Committee on Economic and Monetary Affairs (ECON)
6.
Brief analysis/assessment of the resolution and requests made in it:

The resolution welcomes the Annual Growth Survey (AGS) as a good basis for this EU Semester. In particular, the resolution welcomes the focus on the implementation of commitments and on growth-enhancing actions as well as the Commission evaluation of the progress in the EU 2020 flagship initiatives. It agrees with the analysis presented in the AGS and the priorities for action identified therein for the period of 2012-2013. The Commission is applauded for publishing the second AGS earlier in the cycle than the first and is expected to continue this schedule in the future so as to give the Parliament enough time to express its views before the Spring European Council. At the same time, the Resolution stresses the need to pay more attention to growth and social cohesion, and asserts that the AGS overlooks the need to support short-term activity and employment. The Parliament expresses its worries about the macroeconomic imbalances, low productivity growth in some countries and stresses the spillovers of Member States' policies. The Resolution also demands a public response to its resolution of 1 December 2012 on the European Semester.

Regarding the AGS priority of tackling unemployment and the social consequences of the crisis, the Parliament calls for structural reforms in the labour market and draws attention to the role and responsibilities of the social partners in the design and implementation of structural reforms. This is in line with Commission views.

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

In its resolution, Parliament invited the Commission to take a number of actions, in particular:

· "… together with the Council and the European Council, to agree with Parliament on a streamlined timetable for the European Semester in order to make it as effective, transparent and legitimate as possible"; (§40)
The adoption of the European Semester for economic policy coordination has been a major improvement in the way the Members States coordinate their economic policy. In the Commission's view it has already contributed tremendously to the effectiveness and efficiency of policy coordination in the EU. The Commission considers the first European Semester as a success, but is nevertheless keen to improve the process further in the dialogue with the Parliament and other EU Institutions and in line with the new "six-pack" provisions.

· "… take bolder action to guarantee access to basic banking services"; (§9)
The Commission also considers essential to guarantee access to a basic payment account for all. Commission services are at present assessing how Member States have responded to the Commission Recommendation of 18 July 2011 on access to a basic payment account. A report on the degree of compliance of Member States' measures in place with the Recommendation provisions will be published in July 2012. The Commission will adopt a legislative initiative if the measures in place in the Member States are insufficient.

· "… ensure the coordination of measures against tax evasion"; (§14)
The Commission is reflecting on possible ways to improve the fight against tax fraud and evasion as requested by the March European Council and will report by June 2012. In times of increasing need for budgetary consolidation, efforts to combat tax evasion are more important than ever both at national and EU level. A Communication on Good Governance in relation to tax havens and aggressive planning is foreseen for the end of the year.
· "… ensure that the European system of financial supervision maintains bank lending, in particular by those institutions that benefited from crisis-related State aid and the support of ECB liquidity lines…"; (§16)
The Commission would like to recall that the European System of Financial Supervision (ESFS) has a mandate to monitor and take the necessary actions to preserve financial stability of financial institutions and of the financial system as a whole. Moreover, in line with the EU state aid framework, any bank benefiting from public support will be restructured in order to tackle the origins of its weaknesses and to restore its viability (among other objectives). The Commission attaches very great importance to ensuring healthy credit growth to the economy, and a viable and resilient banking sector is a precondition for a well-functioning financial intermediation. At the same time, the provision of credit to the real economy can be stimulated through other initiatives. In this context, the Commission would like to point to the recent EU Action Plan: helping SMEs access more financial resources, adopted by the Commission in December 2011.

· " … make its proposals on crisis bank management before Summer 2012 …"; (§16)
The Commission would like to recall its commitment to adopt a European Crisis management framework before the summer 2012. The Commission, in line with its G20 commitments, considers that it is necessary to put in place a legal framework that allows authorities to be prepared for future banking crisis as well as to deal with them when they occur. Such a regime should minimise the cost for taxpayers of bank's bankruptcies whilst maintaining financial stability.

· "… put forward a proposal to fund EU 2020 strategy through the transfer of unused payment appropriations"; (§26)
The scope for using de-commitments to provide further funding for Europe 2020 priorities crisis is very limited. De-committed funds lead to lower demands on the payment budget for each Member State according to their contribution to the EU budget.

In order to be able to use de-commitments for new investments through the Structural Funds, it would be necessary to change the legal base in the financial regulation. This complex process would take some time.

Potential additional funding from these sources is so far very small in the current period. For instance under the European Regional Development and Cohesion Funds de-committed funds totalled EUR 2 million in 2011 and may reach EUR 18 million in the 2012 exercise. In the absence of accelerated spending in Member States, this amount could increase in 2013, but no reliable estimate can be made at this stage.

· "… present future editions of the AGS under the title "Annual Sustainable Growth Guidelines"; (§31)
The Commission does not consider a change in the name of the Annual Growth Survey as necessary or opportune at the current juncture. The Commission considers in particular that it would not be appropriate to rename the AGS using the term "guidelines", given that this term has a specific meaning under the Treaty provisions relating to economic policy and employment policy and that confusion with other types of guidelines should be avoided. The AGS identifies broad challenges and horizontal policy priorities for the year ahead. These priorities will be reflected in the country-specific assessment and the resulting guidelines/recommendations to individual Member States.

· "…provide a detailed assessment of the implementation by Member States of the country-specific recommendations; explain thoroughly the reasons of a possible negative assessment of National Reform Programmes and Stability and Convergence Programmes submitted by Member States and share its the methodology with the Member State concerned …"; (§32, 36)
As for the first European Semester, the Commission intends to accompany each set of country specific recommendations with analytical Staff Working Documents. These documents will contain a thorough and integrated assessment of Member States' implementation of last year's recommendations as well as will lay out Commission views, arguments and rationale behind the draft recommendations submitted to the Council. The Commission has always attached a great value to transparency in its dialogue with Members States and the Staff Working Documents will present Commission views in an open, transparent and candid way.

· "…work in close cooperation with the Council in order to develop a genuine and common budget and accounting nomenclatures"; (§33)
While a line-by-line harmonised budget reporting framework for all EU Member States is currently out of reach given the wide differences in accounting standards and national reporting practices (some national budgets may contain up to several thousand line items), the Commission has presented as part of its November 2011 legislative 'two-pack' a proposal according to which Member States would have to report by 15 October their draft budgetary plans for the forthcoming fiscal year. In concrete terms Member States would have to report a number of key parameters and budgetary aggregates together with a detailed description of corrective policy measures. If adopted, this measure would already go some way towards ensuring a better comparability of the most important features of national budgets across the EU for both policy-makers and the general public. Furthermore, in line with the provisions of Directive 2011/85/EU on requirements for budgetary frameworks of the Member States, the Commission shall provide by 31 December 2012 an assessment on the suitability of the International Public Sector Accounting Standards for the Member States.

Regarding the Parliament’s request for a public response to its resolution of 1 December 2011 on the European Semester
, the Commission recalls that the written follow-up on that resolution has already been transmitted to the Parliament by letter of 20 March 2012
.
The Commission would also like to respond to the Parliament's concerns about the macroeconomic imbalances and the spillovers between Members States. It draws Parliament's attention to the new Macroeconomic Imbalances Procedure, introduced by the "six-pack". The procedure aims at identifying macroeconomic imbalances at an early stage and facilitating their correction in an orderly manner, taking also into account possible negative spillover. The Commission has already launched the procedure and as a first step has published and communicated to Parliament the first Alert Mechanism Report. It is currently preparing in-depth reviews of the situation in 12 Member States which were identified as being potentially at risk from macroeconomic imbalances.  Moreover, the set of country-specific recommendations (CSR) to be adopted in May and the accompanying Commission Staff Working Documents (SWD) will contain a separate set of recommendations and a SWD on the euro area. The aim of the euro-area part of the EU Semester is – among others – to raise Member States awareness and take into account in the policy advice the strong interlinkages existing in the monetary union and potential negative spillovers stemming from these.
------------
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