
Follow up to the European Parliament resolution on the European Semester for economic policy coordination: Employment and Social Aspects in the Annual Growth Survey 2014, adopted by the Commission on 28 May 2014
1. Rapporteur: Sergio GUTIÉRREZ PRIETO (S&D/ES)

2. EP reference number: A7-0091/2014 / P7_TA-PROV(2014)0129

3. Date of adoption of the resolution: 25 February 2014

4. Subject: the European Semester for Economic Policy Coordination: Employment and Social Aspects in the Annual Growth Survey 2014

5. Competent Parliamentary Committee: Committee on Employment and Social Affairs (EMPL)

6. Brief analysis/assessment of the resolution and requests made in it:
The resolution is rather critical on the EU's economic strategy and the Annual Growth Survey and calls for a more socially-balanced exit from the crisis.

The resolution welcomes the inclusion of a scoreboard for employment and social policies as part of the draft Joint Employment Report, to be used in the European Semester as a means to reinforce the social dimension of EMU (Paragraph 1). It stresses the enhancement and safeguarding of the social dimension of the EMU as a part of ensuring economic sustainability and macroeconomic balance (Paragraph 2); and calls for the need for smart and growth friendly fiscal consolidation (Paragraphs 8, 9). The resolution considers the EU funds as an essential leverage at the Member States’ disposal for stimulating the economy and helping to deliver on the Europe 2020 growth and employment objectives (Paragraph 10). It calls for active, comprehensive and inclusive labour policies (Paragraph 24); and for active and healthy ageing policies to increase life expectancy, also in the context of a strategy to improve the sustainability of pension systems. The potential for job creation in sectors such as health and social care, the low-carbon, resource-efficient economy and the ICT sector should be explored (Paragraph 25). The resolution stresses the importance of greater cooperation between Public Employment Services (PES) for developing and implementing Europe-wide evidence-based benchmarking systems and implementing European labour market initiatives (Paragraph 27). Measures aiming at tackling youth unemployment should be prioritised (Paragraphs 28, 29). There is a need to shift the tax burden away from labour towards other forms of sustainable tax so as to promote growth and job creation and bring in additional revenue along the way, in order to enhance the legitimacy of the consolidation effort (Paragraph 37). It is important to take effective steps to fight undeclared work (Paragraph 40).

The Parliament is concerned about its limited role in the European Semester and calls for an inter-institutional agreement to involve Parliament in the drafting and approval of the Annual Growth Survey and the Economic and Employment policy guidelines. The resolution calls on the Commission to assess the consequences of the fiscal consolidation requirements on the national welfare states and their citizens, and to further expand the employment and social indicators. It calls for a more socially-balanced exit from the crisis. Furthermore, the Commission is asked to integrate the monitoring and evaluation of employment, social and education goals of the Europe 2020 Strategy more effectively in the European Semester 2014. The resolution also highlights the importance of the Eurogroup ministers for employment and social affairs meeting before the European Council, and of joint meetings between the EPSCO and ECOFIN Councils.

7. Response to the requests and outlook regarding the action that the Commission has taken or intends to take:

Regarding the reference to strengthening the monitoring of employment and social developments as part of macroeconomic surveillance within the European Semester (Paragraph 1), the Commission clarifies that the scoreboard of key employment and social indicators helps to strengthen the monitoring of employment and social developments within the European Semester. In addition, the Commission has included a number of employment and social auxiliary indicators in the surveillance of macroeconomic imbalances. As stated in the European Council Conclusions of December 2013, the aim of reinforced surveillance is to allow for a broader understanding of social developments.

When it comes to the concern about the limited nature of the role of the European Parliament in the European Semester (Paragraph 1), the Commission supports the active role of the 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 as facilitate the understanding and 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.

With respect to the question of an inter-institutional agreement on the European Semester (Paragraph 1), the Commission clarifies that the Annual Growth Survey is the Commission's contribution to the discussion of economic policy priorities by the European Council. It outlines the Commission's view on the economic priorities for the coming year. The presentation of the Annual Growth Survey opens a debate at EU level, namely with the Parliament and the Council. In its "Blueprint for a deep and genuine Economic and Monetary Union", the Commission suggested that a stronger involvement of the Parliament in the discussions on the Commission's Annual Growth Survey could be envisaged. In particular, two debates in Parliament could be held at key moments of the European Semester, namely before the European Council discusses the Commission's Annual Growth Survey and before the adoption by the Council of the country-specific recommendations. In this context, the Commission put forward the idea that this could be achieved through an inter-institutional agreement between the European Parliament, the Council and the Commission. However, it would be for the next Commission to examine this option.

The Commission takes note of the Parliament's concern that the scoreboard of key employment and social indicators has not been made binding, unlike the Macroeconomic Imbalances scoreboard (Paragraph 3). However, the scoreboard of key employment and social indicators was adopted by the Council on 10 March 2014 in the context of the Joint Employment Report. Moreover, the December 2013 European Council confirmed the relevance of the use of the scoreboard of key employment and social indicators and also clarified that its use will allow for a broader understanding of employment and social developments. In the framework of the implementation of the Macro-economic Imbalance Procedure, in particular, this means that the inclusion of auxiliary social indicators would complement the Commission analysis.
As for the regret that the employment and social indicators proposed by the Commission are insufficient to cover the Member States’ employment and social situations comprehensively (Paragraph 4), the Commission maintains that the limited set of headline indicators in the employment and social scoreboard attached to the Joint Employment Report, i.e. the unemployment rate; the rate of young people not in education, training or employment in conjunction with the youth unemployment rate; real gross household disposable income; the at-risk-of-poverty rate and income inequalities, will allow for an early identification of major employment and social difficulties. In response to the Parliament’s view on appropriate indicators, the Commission points out that some of the supplementary indicators that the Parliament is calling for (ex. child poverty), are already part of the existing comprehensive set of indicators that will be used to scrutinise in detail the outcomes of the employment and social scoreboard.

As for the call to frontload the spending from those funds essential for crisis recovery, such as the European Social Fund (Paragraph 12), the Commission can confirm that the specific allocation for the Youth Employment Initiative, i.e. € 6 billion (out of which € 3 billion from the European Social Fund), has already been frontloaded to 2014 and 2015 for eligible Member States and its regions.

Regarding the call to include job quality, training, dual learning schemes, access to lifelong learning, core workers’ rights, and support for labour market mobility and self-employment through increased security for workers in the country-specific recommendations following the 2014 Annual growth Survey (Paragraph 21), the Commission takes note of this request. However, at this stage it is not possible to prejudge the Country Specific Recommendations as they depend not only on the Annual Growth Survey and the guidance issued by the Spring European Council, but also on the specific situation of each Member State and the content of the forthcoming National Reform Programmes.

When it comes to the call that the amount dedicated to the Youth Guarantee is wholly insufficient to combat youth unemployment (Paragraph 30), the Commission can recall that the Youth Employment Initiative is not the sole source of financing the Youth Guarantee but is intended to have a catalytic role. Member States can also use their own resources as well as the ESF resources. An assessment of the allocation of funds for the Youth Guarantee could be part of the mid-term review of the Multiannual Financial Framework.

Regarding the Commission’s proposal for a quality framework for traineeships, in order to boost employability and improve working conditions for young people, and the Parliament's recognition of the failure to demand adequate pay levels (Paragraph 32), the Commission recalls that the main aim of the initiative is to ensure that traineeships efficiently ease education to work transitions and thus increase young people's employability. For this purpose the proposal sets out guidelines that can ensure a high quality learning content and adequate working conditions, without imposing a too high burden on businesses, which could lead to a decrease in the number of quality traineeships. The Commission also specifies that while unpaid and low paid traineeships are indeed frequent, the level of pay is not an EU competence. The adoption of the quality framework for traineeships was preceded by a public and a social partner consultation.

When it comes to the call to assess the consequences that the fiscal consolidation requirements have had for national welfare states and for citizens (Paragraph 50); the Commission specifies that it is already closely monitoring social developments in the Member States, notably in those under financial assistance programmes. The Commission is strengthening the assessment of social developments, including with an effort to gauge the expected impact of reforms, comprising the social impact. For more information, the Commission refers to its latest report "Employment and Social Developments in Europe 2013" that specifies that, depending on their design, fiscal consolidation packages may have impacted differently on high and low income households, also depending on country-specific challenges. In a few countries, regressive impacts of some measures have put an additional strain on the living standards of low income households. In other Member States, fiscal consolidation has been tailored in such a way to limit impact on low income groups through a careful attention to the distributional impact of their measures.
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