
Follow up to the European Parliament resolution on the European Semester for economic policy coordination: Annual Growth Survey 2014, adopted by the Commission on 28 May 2014
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6.
Brief analysis/assessment of the resolution and requests made in it:

The resolution generally welcomes this year’s Annual Growth Survey and it is in general agreement with the policy priorities identified in the Annual Growth Survey, with some calls for additional action as regards, in particular, the internal market, tax evasion and the area of macroeconomic imbalances.

The resolution is generally positive on the functioning of the system of economic governance, with some calls for additional action for instance on the installation of a system of contractual arrangements and solidarity mechanisms to improve structural reform implementation and the institutional embedding of the financial assistance programmes.

There are two main areas where the Parliament is more critical on the Commission's work. The first concerns a request to the Commission to conduct and publish internal ex-post evaluations of its recommendations and its participation in the Troika. The second concerns a request for an additional exhaustive report on the implementation of the growth and jobs pact agreed in June 2012.

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

As regards the request to conduct and publish internal ex-post evaluations of the Commission's recommendations and its participation in the Troika (Paragraph 37), the Commission already publishes regularly information on the reviews of the programmes and its compliance reports; it also participates actively in dialogues with the European Parliament, notably the Economic and Monetary Affairs Committee. Ex post evaluations can only be conducted after the expiration of programmes.

With respect to the request for an additional exhaustive report on the implementation of the growth and jobs pact agreed in June 2012 (Paragraph 40), the Commission already continuously monitors the implementation of the compact and regularly publishes information on this issue, such as the "The Compact for Growth and Jobs: one year on" report to the European Council in June 2013.

As regards the call by the Parliament to turn the priority of growth-friendly fiscal consolidation into concrete recommendations, including for structural reforms to achieve sustainable and socially balanced growth, employment, strengthened competitiveness and increasing convergence (Paragraph 2), ensuring growth friendly fiscal consolidation is one of the EU wide economic policy priorities the Commission identified in the 2014 Annual Growth Survey and that was endorsed by the European Council. In the follow up of the European Semester, the Commission will therefore analyse the Member States National Reform Programmes and Stability/ Convergence programmes also against this priority and, where relevant, issue recommendations.

As regards the Parliament's request for a legal act on "convergence guidelines" laying down, for a set period, a very limited number of targets for the most urgent reform measures to be followed by Member States in their national reform programmes and the suggestion that Member States enter into a "convergence partnership" with the EU institutions; the Commission considers that this position is generally in tune with the Commission's own views as expressed in the blueprint for a deep and genuine EMU. The Commission continues to contribute to the preparatory works that aim at moving forward on the system of mutually agreed contractual arrangements and associated solidarity mechanisms in the run up to the October 2014 European Council.

As for the call on the Commission and the Member States to incorporate financial assistance and the ad hoc system of the Troika into an improved legal structure compliant with the EU economic governance framework and community law, thereby guaranteeing democratic accountability (Paragraph 12), the Commission considers that this position is generally in tune with the Commission's own views, and would like to recall that the first steps in that direction were already taken under Regulation (EU) No 472/2013 of the European Parliament and of the Council (on the strengthening of economic and budgetary surveillance of Member States in the euro area experiencing or threatened with serious difficulties with respect to their financial stability), which already provides a basic EU framework for a number of elements related to programme decisions. For the future, the blueprint for a deep and genuine EMU points to further steps and confirms that the Commission aims at an eventual full integration of the EU financial assistance system, notably the ESM, into the EU framework.

As regards the call for stronger and more consistent action to be taken on the basis of the Commission’s comprehensive Action Plan to strengthen the fight against tax evasion underpinned by tangible and measurable targets (Paragraph 22), the Commission welcomes the strong support of the Parliament for its efforts to improve the fight against tax fraud and tax evasion. The Commission supports the introduction of standardised indicators to help define tangible and measurable targets in the fight against tax fraud. To develop these indicators the first step has to be taken at the level of Member States. Given the differences between Member States regarding the availability of tax data, the complexity of tax systems and tax administrations, the first step is that Member States develop appropriate national estimates of their Non-Observed Economy by harmonising their methodology. EU-level indicators should be based on national inputs and can only be developed once a common view on the main definitions is reached.

As regards the encouragement to consider specific measures for the enhancement of a successful common labour market based on the free movement of workers, an effective level playing field and the principle of upward social convergence, as well as a modern, adequate and inclusive immigration policy at both national and European level (Paragraph 25), the Commission welcomes the importance attached by Parliament to a well-functioning EU labour market, and would like to point to its Communication on strengthening the social dimension of EMU which is well in line with this message and includes specific measures in this regard.

With respect to the call on the Commission to explain to Parliament the specific measures it intends to take in order to facilitate and deliver on its objectives of higher sustainable growth and strengthened competitiveness (Paragraph 26), the Commission would like to refer to its Annual Growth Survey which sets the EU-wide economic and policy priorities for 2014 including a broad overview of possible measures on EU and national level to facilitate the implementation of these objectives. This has been fully reflected in 2014 Annual Growth Survey.

As for the concern that the Commission, in its reading of the Macroeconomic Imbalances scoreboard, does not take sufficient account of the fact that the euro area and the Member States included therein are interdependent and open economies (Paragraph 29), the Commission would like to emphasise that the Alert Mechanism Report is the starting point of the yearly cycle of the Macroeconomic Imbalance Procedure, which aims at identifying and addressing imbalances that hinder the smooth functioning of the EU economies and may jeopardise the proper functioning of the Economic and Monetary Union. The Alert Mechanism Report identifies the Member States for which further analysis (in the form of an in-depth review) is necessary in order to decide whether an imbalance requiring policy action exists. The fact that the euro area Member States are interdependent and open economies is fully taken into account in this assessment and the associated follow up as illustrated by the In Depth Reviews published on 5 March 2014.

As regards the point made by the Parliament that in order to further strengthen the overall competitiveness of the EU, the Commission needs to look at the current account surplus of a Member State relative to the rest of the euro area (Paragraph 30), the Commission would like to clarify that the surveillance in the Macroeconomic Imbalances Procedure covers both current account deficits and surpluses. In judging the possible existence of macroeconomic imbalances in this area, the current account surplus of a euro area Member State relative to the rest of the euro area is one aspect of the analysis. Of course, in the analysis the Commission also takes into account the differences in risks and implications between surpluses and deficits.

With respect to the request to ensure European and National Parliaments' formal involvement in all steps of the European semester process in order to increase the democratic legitimacy of the decisions taken (Paragraph 36), the Commission supports the active role of the European Parliament in the new economic dialogue introduced by the Six-Pack which provides for a transparent process of democratic accountability in the area of economic policy. The Commission also welcomes the contribution the Parliament is already making to the European Semester by way of its regular and timely reports. The Commission supports the Parliamentary week on the European Semester as a very good way to increase awareness at national level and also increase the visibility of the European Semester process.

As regards national parliaments, the Commission is committed to engaging in an intensified dialogue on the Annual Growth Survey and country-specific recommendations with national parliaments. This should help to raise awareness and facilitate the engagement of national parliaments in the early preparation of Stability/ Convergence programmes and the National Reform Programmes, as well understanding of the reasoning behind the country specific recommendations which ultimately rely on national policy making for their implementation. The 2014 Annual Growth Survey calls for strengthening the national ownership of the country specific recommendations. The Commission stresses that it is important to involve national parliaments and other national actors more in the process to ensure key reforms are well anchored at national level.

As regards the regret expressed by Parliament that Member States persist in considering their contribution to the EU budget as an adjustment variable to their consolidation efforts, which in turn leads to artificial reductions in the volume of payments available in the EU budget and the associated call on the Commission to take full account of this recurring and dangerous trend when assessing the budgetary plans of the Member States and to propose concrete actions to reverse it (Paragraph 43), the Commission would like to clarify that a postponement of transfers of contributions to the EU budget by a Member State has no influence on budgetary position in ESA terms, as budgetary statistics under ESA is based on the accrual principle, i.e., the transaction is recorded when the contractual obligation is created, and can therefore not have an impact on the budgetary assessment.
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