Follow up to the European Parliament resolution with recommendations to the Commission on the European Semester for Economic Policy Coordination: Annual Growth Survey 2013, adopted by the Commission on 8 May 2013
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6.
Brief analysis/assessment of the resolution and requests made in it:

The Commission welcomes the European Parliament's resolution on this important issue and the debate and critical review of the current economic policies that took place in the Parliament.

The resolution is largely supportive of the Commission's views, endorses the priorities put forward in the 2013 Annual Growth Survey, and specifically welcomes:

· the spirit of the Annual Growth Survey, believes that it is adequate follow up to the European Semester 2012, and welcomes in particular an increased clarity in country-specific strategies (Paragraph 1).

· the provisions in the 'two pack' regarding 1) a more qualitative surveillance and assessment of public finances as well as cost-benefits assessments of public investments and 2) enhancing the economic dialogue and the overall scrutiny on the Semester process of National Parliaments and the European Parliament (Paragraph 4 and 5).

· the Commission’s “Action Plan to strengthen the fight against tax fraud and tax evasion”, the recommendations on “measures intended to encourage third countries to apply minimum standards of good governance in tax matters” and on “aggressive tax planning” adopted by the Commission on 6 December 2012, and supports the proactive stance taken by the Commission (Paragraph 32).

· the enhanced democratic legitimacy within the European Semester (Paragraph 15) and the ‘comply or explain’ principle introduced by the ‘six pack’, which should be reinforced in practice (Paragraph 17).

A substantial proportion of the issues in the resolution concerns areas in which the Commission is already working according to their proposals (e.g. the quality of the analysis is continuously monitored and where possible improved, the Commission remains vigilant about the policy stance, fiscal consolidation is carefully balanced with growth initiatives), or areas where the Commission has already pledged further work (e.g. to explore further ways within the preventive arm of the Stability and Growth Pact to accommodate, under certain conditions, non-recurrent public investment programmes with a proven impact on the sustainability of public finances made by the Member States in the assessment of their Stability and Convergence Programmes).

Whilst the Commission is broadly in agreement with the vast majority of the suggestions raised in the resolution, there are a few areas in which the Parliament's requests go further than what the Commission can agree to, and where the Commission is thus not considering a follow-up. One example concerns the request for the Commission to present its Annual Growth Survey at the beginning of November; another example is committing to include in the Annual Growth Survey the monitoring of capital and resource productivity developments. The only other suggestions in the resolution with which the Commission does not agree are the complaint about the procedure of consulting the Parliament on the completion of the MIP scoreboard, and the call for the Commission to present the Annual Growth Survey to Parliament before its publication.

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 the following actions:

European Semester related issues:

- "To come to the competent committees of Parliament to present the AGS in the beginning of November each year, starting 4-5 November 2013, so as to allow sufficient time for Parliament to present its views in subsequent European Semesters"; (paragraph 35)

The Commission would not be in a position to present the Annual Growth Survey to the competent committees of the Parliament already in beginning of November. The Commission will present the Annual Growth Survey as its contribution to the debate on the yearly reform priorities, towards the end of the year. The exact date for adoption in 2013 has not yet been confirmed but is likely to be in end November as in the past years. In the AGS, the Commission needs to reflect the autumn economic forecast for the subsequent year. The autumn economic forecast is available in November. The Commission has already anticipated the presentation of the AGS into November to give more than three months of time, ahead of the Spring European Council, for a proper debate and reactions. In addition, the Parliament adopts in autumn an opinion on the previous European Semester, thereby also giving its views on the future priorities.

- "To report in its next Annual Growth Survey on the monitoring of capital and resource productivity developments"; (paragraph 24)
While the Commission finds it important to engage in a debate on the European Semester with the Parliament and other relevant institutions, the Commission cannot commit to report on specific issues in the Annual Growth Survey. First of all, the Annual Growth Survey is a Commission Communication and its preparation remains an independent Commission exercise, in line with its right of initiative. Secondly, the mere purpose and nature of the Annual Growth Survey means that it will reflect the economic situation in Europe at a given point in time, and the content will thus vary. However, as can be seen from the last Annual Growth Surveys, then productivity developments are already part of the economic analysis.

- "To remain vigilant about its policy stance and adjust it according to an overall cost-benefit assessment of the policy-mix implemented across the Union, and to revise if appropriate and further clarify its policy recommendations for next year, as contained in its AGS (paragraph 7) and to monitor the situation the Member States’ are facing in the light of the severe economic downturn as set out in the revised SGP"; (paragraph 12)
The Commission can confirm that it is indeed vigilant as regards the policy stance and that it already closely monitors the situation in Member States facing severe economic downturns as set out in the revised SGP. This is also why the Annual Growth Survey calls for a differentiated, growth-friendly fiscal consolidation. It recognises that each Member State is in a different fiscal and economic position and the Commission advocates a differentiated pace of fiscal consolidation, appropriate for each country. Furthermore, the two-pack regulation on enhanced monitoring, which is expected to be adopted in the coming weeks, should complement the framework for euro area Member States and further ensure an appropriate consistency between budgetary objectives and other economic policy recommendations. For instance, the final agreement should include reporting requirements for Member States' draft budgetary plans, among which "relevant information on the general government expenditure by function, including on education, healthcare and employment, and where possible, indications on the expected distributional impact of the main expenditure and revenues measures", "the estimated impact of aggregated budgetary measures on economic growth", and "indications on how reforms and measures […] are instrumental to the achievement of the targets set by the Union's Strategy for Growth and Jobs". The Commission is also applying the six-pack legislation, and makes an appropriate use of the flexibility embedded in the Stability and Growth Pact to cater, for instance in the context of the Excessive Deficit Procedure, for the occurrence of unexpected adverse economic events with major unfavourable consequences for government finances. This does not preclude the Commission from taking further initiatives in the future to improve the consideration of wider societal benefits in the context of the European Semester.

- "To continually and adequately fine-tune and further improve the quality, the national specificity and the adequacy of the country-specific recommendations (paragraph 16) and to adequately address deficiencies related to Single Market in the country-specific recommendations"; (paragraph 23)

The Commission's policy guidance is already based on a thorough country-specific expertise and analysis of the highest quality. These suggestions are thus in line with current Commission practice. The Commission is continuously adapting policies to take into account new developments in the different Member States, for example in the implementation of Excessive Deficit Procedure. Furthermore, closely monitoring the impact of the crisis is indeed important. When speaking about need for reforms, one has to acknowledge the very limited budgetary room for manoeuvre is some Member States. One needs to consider the diversity of national consolidation measures and the flexibility embedded in differentiated growth-friendly consolidation. Similarly the Country Specific Recommendations already address Single Market issues where relevant. The Commission also address the issue of implementation of Single Market legislation via other legal instruments, infringement procedures, etc.

- "To balance productive private and public investment needs with fiscal consolidation objectives by assessing carefully growth enhancing investment programmes in its assessment of Stability and Convergence Programmes, while fully respecting the provisions laid down in EU law"; (paragraph 13)

As announced in the Blueprint, the Commission will explore further ways within the preventive arm of the Stability and Growth Pact to accommodate under certain conditions, non-recurrent public investment programmes with a proven impact on the sustainability of public finances made by the Member States in the assessment of their Stability and Convergence Programmes. This will be done in the spring-summer 2013 in the context of the publication of its Communication on the calendar of convergence towards the Medium-Term budgetary Objectives.

- "To start developing as a matter of urgency ways to ensure that elements of sustainable fiscal discipline are in parallel followed up with concrete proposals on growth and jobs and encouraging private investments that create elements of growth, solidarity among Member States and democratic legitimacy, and the needed structural reforms, namely to reduce youth unemployment including by better matching the qualifications of young people to labour demand, combat labour market segmentation, improve the sustainability of pension systems, increase the efficiency of taxation systems, enhance competition in the relevant areas of the services sector, facilitate credit access, cut red tape, remove unnecessary layers of government and combat tax evasion"; (paragraph 15)

The Annual Growth Survey presents a balanced, integrated approach towards stability and growth. Healthy public finances are only one, albeit indispensable element of a sustainable growth strategy. The Annual Growth Survey calls for a differentiated, growth-friendly fiscal consolidation. It recognises that each Member State is in a different fiscal and economic position and the Commission advocates a differentiated pace of fiscal consolidation, appropriate for each country. Furthermore, the Annual Growth Survey emphasises structural reforms as a means to improve framework conditions for growth and to strengthen the adjustment capacity of our economies. Reforms which increase competitiveness and improve the functioning of product and labour markets are key for adjustment. Many opportunities would also be opened up by completing the single market, particularly in the service and network industries (including ICT). The Annual Growth Survey also concentrates on the role labour market reforms play in view of the precarious social situation in several Member States. They need to include efforts to improve employability by supporting job seeking, adapting training and education to the needs of the labour market and encouraging cross-border labour mobility. The Annual Growth Survey also calls on improving the quality of public administration as necessary precondition for successful reforms.

General growth-related issues:

- "To act thoroughly and quickly in order to give real substance and effectiveness to the Compact for Growth and Jobs as agreed at the European Council of 28-29 June 2012"; (paragraph 29)
The Commission has indeed acted thoroughly and quickly in order to give real substance and effectiveness to the "Compact for Growth and Jobs", aiming to re-launch growth, investment and employment. The Commission is working with the European Parliament and the Council to secure their rapid implementation so the beneficial results can be felt in the economy as soon as possible. Structural reforms are vital as a means to ensure a sustainable rebalancing process, to enhance competition in services, to improve market opening in energy, railways and communication sectors, to create the conditions for higher levels of employment, and to ensure that wage setting mechanisms appropriately reflect productivity developments and stimulate job creation. The Commission is following closely the measures that are being implemented by Member States in order to comply with the Country Specific Recommendations as well as those envisaged in the National Reform Programs and National Job Plans. Progress will be assessed in spring.

There are positive signs that the reforms already initiated are having an impact; however efforts in the five priority areas of last year's Annual Growth Survey have to continue, which is why the Commission kept the five priorities in this year's survey: (i) pursuing differentiated, growth-friendly fiscal consolidation; (ii) restoring normal lending to the economy; (iii) promoting growth and competitiveness for today and tomorrow; (iv) tackling unemployment and the social consequences of the crisis; and (v) modernising public administration.

The Single Market is a key driver of growth, and in October 2012 the Commission adopted the Single Market Act II, consisting of further actions on the twelve priority levers for growth identified in the Single Market Act I (April 2011) and proposing twelve new actions grouped under four overarching themes: Developing fully integrated networks; Fostering mobility of citizens and business across borders; Supporting the digital economy; and Strengthening social entrepreneurship, cohesion and consumer confidence. One important step has been taken to make innovation cheaper and easier for businesses and inventors by reaching a final agreement on the setting up of European Patent, applicable across the EU. The agenda on R&D will also be strengthened by improving support to R&D and investment opportunities for innovative start-ups and SMEs. The Commission has also adopted the fourth railway package and a "Communication on making the internal market for energy work", decided to develop the EURES portal into a true European placement and recruitment tool to improve mobility of citizens, and adopted a legislative proposal and a Communication to modernise EU insolvency rules to facilitate the survival of businesses and present a second chance for entrepreneurs. Other initiatives are in preparation and should be adopted during the first semester of 2013; in particular a legislative proposal should be presented to boost long-term investment in the real economy by facilitating access to long-term investment funds.

In January 2013, the Commission has also adopted the Entrepreneurship 2020 Action Plan to foster Europe's entrepreneurial potential and foster the entrepreneurship spirit in Europe. In addition, the Commission reported to the Spring European Council on how to respond better to the needs of Small and Medium-Sized Enterprises. This communication provided examples of exemptions and lighter regimes for SMEs proposed by the Commission and adopted by the EU legislator. The Communication also included a scoreboard to show how proposals by the Commission to simplify or reduce burden are followed up by the other institutions and by Member States.

Reinforcing the financing of the economy is another important part of the Compact for Growth and Jobs. The Heads of State and Government agreed to mobilize EUR 120 billion (equivalent to around 1% of EU GNI) for immediate investment. EIB's 2013 lending programme already reflects the increased financing capacity. The Bank has been ramping up its project pipeline over the past few months, so that the fresh capital can be deployed without delay right from the beginning of the year. Under the EIB's Corporate Operational Plan (COP) for 2013-2015, agreed by the EIB Board of Directors in December 2012, total signatures are set to increase to EUR 68 billion in 2013 with comparable figures in 2014 and 2015. Furthermore, under the Commission's project bond programme, EU budget and EIB resources are used to enhance the risk profile of bonds linked to one or more specific investment projects. The objective is to open up infrastructure projects to a new class of long-term investors. The initiative passed two milestones with the publication of Regulation EU 670/2012 and the signing of the EC-EIB cooperation agreement on 7 November 2012.

- "To ensure that investments in research, development and innovation are intensified and streamlined and the results are quickly turned by the public and private sectors in Europe into competitive advantage and increased productivity"; (paragraph 18)
The Commission is already strongly advocating that Member States increase their investments in R&D and innovation (in line with their national targets and the 3% of GDP EU-wide target of Europe 2020) and that they apply smart fiscal consolidation. Moreover, the last calls for proposals of Framework Programme 7 have a reinforced innovation dimension which should ensure better market impact from the results of research activities. The proposal for Horizon 2020 puts an even stronger emphasis on innovation with the explicit goal of providing Europe a sustainable edge in global competitiveness. The Commission is also keenly pursuing innovation in the public sector in order to further increase the take-up of innovative solutions and raise productivity. Furthermore, it is also strongly engaged in monitoring and supporting knowledge transfer and open innovation so as to increase the speed with which research results reach the market.

- "To come forward with a holistic approach to tackling sustainable growth towards the EU2020 objectives, which should include completing the internal market, increasing competition, a genuine European industrial policy, a robust and adequately targeted cohesion policy and the guarantee that Europe will use all its strength and influence in its external trade relations"; (paragraph 21)

The Europe 2020 precisely provides for such a holistic approach, both through the Flagship initiatives
 and the levers for growth
. The strategy as such is being implemented by means of the European Semester. Both Annual Growth Survey (opening the European Semester) and the country-specific recommendations (closing it) thus reflect the holistic approach towards sustainable growth as set out in the Europe 2020 Strategy.

- "To provide updated information on Member States’ current efforts to re-programme and accelerate the use of EU structural and cohesion funds in order to support growth and social cohesion, notably for SMEs, and to fight youth unemployment"; (paragraph 40)

The informal European Council of 30 January 2012 called for a concentration of resources to support SME financing, job creating projects and measures to tackle youth unemployment. Re-programming EU funds, concentrating them on growth-enhancing projects is important, and the Commission has been mobilising its policies and instruments to deal with these issues. In December 2011, the Commission presented a "Youth Opportunities Initiative" setting out measures to drive down youth unemployment. This built on the "Youth on the Move" flagship initiative previously launched as part of the Europe 2020 strategy and on the experience of action funded through the European Social Fund. The European Council in January 2012 endorsed a Commission proposal for Youth / SME action teams to examine the possibility to use structural funds more intensively for youth employment and job creation in 8 Member States. About € 10 bn of EU financing has been targeted for accelerated delivery or reallocation through this initiative so far, with at around 660 000 young people and 55 000 SMEs likely to benefit.

Moreover, Member States are invited to indicate in their National Reform Programmes how they intend to use Structural Funds to promote growth enhancing priorities for the next round of programmes (2014-2020). Full use should also be made of the Competitiveness and Innovation Programme facilities which have already mobilised EUR 2.1 billion in venture capital funds and provided EUR 11.6 billion of loans to SMEs.

- "To step up enforcement of the implementation of internal market legislation (Para 22) and to strengthen the continuous and regular assessment of the implementation and enforcement of Single Market provisions for an improved economic growth"; (paragraph 23)

On 8 June 2012 the Commission adopted the Communication "Better Governance for the Single Market" (Ref. COM(2012) 259/2) in response to the European Council's request of January 2012 to report on possible means to enhance the implementation and to improve the enforcement of Single Market legislation. The identified key sectors, determined by an economic performance assessment outlined in Annex I of the Communication for the period 2012-2013, are services, financial services, transport, digital single market and energy. For these areas ambitious targets are set for the proper implementation of legislation and enforcement. In order to achieve a zero transposition target and avoid infringement cases for non-compliant transposition, the Communication identifies possible measures which the Commission and/or Member States can take in order to enhance enforcement. The Commission commits itself to systematic conformity checks, and Member States are invited to provide draft transposition measures to the Commission and on-line explanations to citizens and businesses.

As to the enhanced implementation assistance promised by the Commission, on a more systematic basis implementation plans (IP) will be provided. The Commission could issue interpretative notes, organise bilateral discussions at technical level or concerted Action to discuss key transposition/implementation matters.

The Communication also sets specific targets for the duration of infringement proceedings (whose legal basis is one of the directives listed in the Annex). The case should be referred to ECJ within the 18 months after the Letter of Formal Notice. And in case of a judgement by the Court of Justice, full compliance should be achieved within 12 months after the first ECJ ruling. The first reporting, a table on the internal market enforcement in the key sectors, has taken place as an annex to the Single Market Integration Report. The new on-line Internal Market scoreboard (to go on-line in the summer of 2013) will contain a chapter devoted to the follow-up given by the Commission and the Member States to the Communication in the key sectors. Finally, a subgroup on Governance of the Internal Market Advisory Committee (IMAC) has been created by the Commission and it organised a first meeting on 20 February 2013, bringing together all national civil servants working on Governance in the respective Member States.

Trade and energy import dependency:
- "To intensify efforts to reduce dependency on imports of energy and raw materials in order to create a more environmentally, economically and socially sustainable Europe"; (paragraph 19)

In order to reduce energy import dependency in the EU and address the security of supply issue, the EU has a comprehensive framework for energy and climate policies up to 2020 based on three headline targets for renewable energy, energy savings and greenhouse gas (GHG) emission reductions. This framework is taken forward within the Europe 2020 growth agenda. Looking beyond 2020, the transformation of the energy system must continue. The Commission's Energy Roadmap 2050 illustrates possible pathways to a more sustainable energy system in a 2050 perspective, while at the same time considering impacts on security of energy supplies and the competitiveness of the energy system. The Commission's work programme for 2013 announced a new policy framework for climate and energy for the period up to 2030. Creating clarity for the long term will reduce both directly and indirectly the economic cost and will spur research, development and innovation activity for efficient and low carbon technologies. The Commission's intention is to come forward with a consultative Green Paper on the 2030 framework in spring 2013 to be followed by concrete initiatives by the end of the year. The EU energy policy is also aiming at an internal energy market that is competitive, integrated and fluid to ensure affordable and secure energy supplies to households and businesses. Achieving the full integration of Europe's energy networks and systems and opening up energy markets further are essential in making the transition to a low-carbon economy and maintaining secure supplies at the lowest possible cost.

- "To fully exploit the sources of growth stemming from the attraction of FDI and trade with third countries namely through deepening and expanding the Transatlantic economic relationship; such an agenda should encompass the related goals of renewing and opening the Transatlantic market, strengthening the ground rules of the international economic order, and extending the rule-based multilateral system to include new members and new areas of economic opportunities. And to speed up the conclusion of ongoing free trade agreements"; (paragraph 21)

Boosting trade is one of the few ways to bolster economic growth without drawing on severely constrained public finances. In the years ahead, 90 % of global economic growth will be generated outside Europe. Our recovery will be sustained only if we consolidate our links with the new centres of global growth. The EU’s priority remains to preserve and strengthen the multilateral trading system. This is particularly acute in times of crisis, when the temptation to resort to protectionism is high. In 2012 the multilateral trading system has been further strengthened by the accession of the Russian Federation to the WTO. However, there is a difficult balance to strike between the current impasse in the Doha Development Agenda (DDA) and the undisputed role of the WTO in the long term. As a first step, it is important to move forward in areas where the multilateral process could advance. There is a tangible prospect of concluding a multilateral agreement on trade facilitation and some other issues at the next Ministerial conference of the WTO in December 2013. The benefits to the global economy of an agreement on trade facilitation would be comparable to the total gains expected from goods and services liberalisation under the DDA mandate. Such a positive step, benefiting all WTO members, would be crucial for the broader fate of the DDA.

The EU has developed an unprecedented bilateral trade agenda which aims at unlocking trade’s growth potential and is by far the world’s most ambitious agenda today. The EU is fully committed to this agenda. It has already concluded major agreements with South Korea and – most recently – Singapore, and it is in the final steps of the negotiation with Canada. It could also conclude negotiations with India this year. The EU is now accelerating and deepening this agenda with the opening of negotiations for an agreement on a far bigger scale with Japan and the US. These negotiations could boost EU GDP by more than 2% or €250bn – equivalent to the size of the Austrian or Danish economy – and support an increase of more than 2 million jobs related to trade across the EU. However, making progress in this area is not straightforward and will require determination at the highest level.
----------

� � HYPERLINK "http://ec.europa.eu/information_society/digital-agenda/index_en.htm" \o "Digital agenda for Europe" \t "_blank" �Digital agenda for Europe�, � HYPERLINK "http://ec.europa.eu/research/innovation-union/index_en.cfm" \o "Innovation Union" \t "_blank" �Innovation Union�, � HYPERLINK "http://europa.eu/youthonthemove/index_en.htm" \o "Youth on the move" \t "_blank" �Youth on the move�, � HYPERLINK "http://ec.europa.eu/resource-efficient-europe/index_en.htm" \o "Resource efficient Europe" \t "_blank" �Resource efficient Europe�, � HYPERLINK "http://ec.europa.eu/enterprise/policies/industrial-competitiveness/industrial-policy/index_en.htm" \o "An industrial policy for the globalisation era" \t "_blank" �An industrial policy for the globalisation era�, � HYPERLINK "http://ec.europa.eu/social/main.jsp?langId=en&catId=958" \o "An agenda for new skills and jobs" \t "_blank" �An agenda for new skills and jobs�, � HYPERLINK "http://ec.europa.eu/social/main.jsp?catId=961&langId=en" \o "European platform against poverty" \t "_blank" �European platform against poverty�.


� Deepening the single market, Investing in growth through the EU budget and External policy instruments.
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