Follow up to the European Parliament resolution on the European Semester for economic policy coordination: implementation of 2014 priorities, adopted by the Commission on 4 February 2015
1. Rapporteur: Philippe DE BACKER (ALDE/BE)

2. EP reference number: A8-0019/2014 / P8_TA-PROV(2014)0038

3. Date of adoption of the resolution: 22 October 2014

4. Subject: the European Semester for Economic Policy Coordination: Implementation of 2014 Priorities

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 is largely supportive of the European Semester and welcomes:

· That the European Semester plays an essential role in coordinating economic and budgetary policies in Member States (recital C).

· That recommendations should be concrete and not only address fiscal consolidation but also structural reforms that lead to sustainable and socially balanced growth, jobs, strengthened competitiveness and increasing convergence (paragraphs 5, 104).

· That the Europe 2020 priorities and targets remain valid (paragraph 9) and the Europe 2020 Strategy needs to be fully taken into account in the implementation of the European Semester (paragraph 25).

· The importance placed on increasing ownership, monitoring and implementation of the recommendations (paragraphs 18, 26, 28, 29, 34).

· The importance of fighting tax fraud and tax evasion and shift the tax burden away from labour to other forms of taxation that are less detrimental to growth and employment, such as environmental taxation (paragraphs 43, 75).

7. Response to requests and overview of action taken, or intended to be taken, by the Commission:
The Commission welcomes the European Parliament's resolution on this important issue and the debate that took place in the Parliament. The resolution is very comprehensive and forward-looking; it touches on many different subjects, also beyond the European Semester. In many cases it calls on the new Commission to act. The main response to the Parliament's resolution came in the Commission's Investment Plan for Europe presented on 26 November 2014 and in the 2015 Annual Growth Survey adopted on 28 November 2014. The Joint Employment Report also addresses concerns expressed in the resolution.

The Investment Plan aims to mobilise at least € 315 billion of additional public and private investment over the next three years as part of the Commission's overall approach to support job creation and growth in Europe. As part of this approach, the 2015 Annual Growth Survey recommends pursuing an economic and social policy based on three main pillars: (i) a boost to investment, (ii) a renewed commitment to structural reforms and (iii) the pursuit of fiscal responsibility.

The Annual Growth Survey is accompanied by the Alert Mechanism Report, which is part of the regular surveillance under the Macroeconomic Imbalances Procedure, and aims to identify and address imbalances that may hinder the performance of national economies, the euro area, or the EU as a whole. Employment and social indicators are being introduced into the macroeconomic imbalances procedure and should be used to gain a better understanding of the labour market and social developments and risks.

As part of the Annual Growth Survey, the Commission also proposes to streamline and reinforce the European Semester by giving it a sharper focus based on the three pillars of the Annual Growth Survey. With these changes, the Commission would also like to open up the process of the European Semester and increase engagement with national Parliaments and social partners. By providing more time to discuss the country-specific analysis, the streamlined European Semester should increase the effectiveness of economic policy coordination at the EU level through an increased accountability and an improved ownership by all actors.

As regards the future of EMU the Commission is fully committed to take forward work in this area, as already laid down in President Juncker's orientation guidelines for the new Commission. This will notably take place in the context of the mandate given to the "four presidents" during the October Euro-summit to prepare next steps on better economic governance in the euro area. This mandate was confirmed by the European Council of 18 December and a report will be prepared in view of June 2015 European Council.

More in detail as regards specific requests to the Commission which are not specifically addressed by the Investment Plan for Europe and in the 2015 Annual Growth Survey:

With respect to the points made on the European Semester:

· To submit proposals to make the European Semester recommendations more binding and for making full use of EU law to support the timely and effective implementation of the country-specific recommendations by the Member States (paragraphs 17, 31), to monitor the challenges identified in the 2014 CSRs, to have greater transparency in monitoring implementation and a more ambitious approach to dealing with those Member States showing no progress (paragraph 93);

The Commission fully agrees on the importance of implementation, on which the effectiveness of the European Semester is dependent. The Commission has intensified the monitoring of implementation of the country-specific recommendations over time, in dialogue with the Member States. The Commission will continue to develop its tools and procedures for monitoring implementation of the country-specific recommendations. As regards specific recommendations related to public finances or macroeconomic imbalances, there are binding consequences for euro area Member States, including financial sanctions related to the Excessive Deficit Procedure and the Excessive Imbalances Procedure.

· To take sufficiently account of the fact that the euro area and the Member States included therein are interdependent and open economies in the reading of the scoreboard (paragraph 30);

The Macroeconomic Imbalances Procedure scoreboard is the initial screening device for the Macroeconomic Imbalances Procedure. No decisions are taken based only on the scoreboard. The main decisions, identification of imbalances and excessive imbalances are taken on the basis of the In-depth reviews, in which the Commission considers all relevant data and all material facts. The Commission has always interpreted the scoreboard, and other steps of the Macroeconomic Imbalances Procedure, by looking into the interdependencies between sectors and among economies, and will continue to do so.

· To link the European Semester more closely to the Europe 2020 social objectives (paragraph 104) and other calls linked to the Europe 2020 in general;

In March 2014, the Commission reported on the implementation of the Europe 2020 strategy in its Communication "Taking stock of the Europe 2020 strategy for smart, sustainable and inclusive growth". To gather the views of actors and stakeholders, the Commission launched a public consultation which took place between May and October 2014. The Commission is working on the review of the strategy and will present its proposals in due time.

With respect to employment aspects of the European Semester:
· To put in place a comprehensive mechanism promoting the best practices between all national actors responsible in the field of youth unemployment (paragraph 24);

The Parliament and Council Decision No 573/2014/EU on enhanced cooperation between Public Employment Services adopted on 15 May 2014 shall help in this respect. This decision aims at formalising and fostering the cooperation of the Public employment services including by the exchange of best practices in the field of youth employment.

· To establish a common and inclusive labour market and a common modern and inclusive immigration policy (paragraphs 40, 42, 83, 88);

The Commission recognises the importance of a well-functioning labour market for the Union based on the fundamental principle of free movement and equal treatment of EU citizens. As confirmed in its 2015 work programme, the Commission will therefore continue promoting measures aimed at eliminating discrimination of citizens and obstacles to a fully integrated internal EU labour market. It will also take initiatives to promote cooperation on external migration matters, including a common asylum policy. The President in his Political Guidelines committed to a new policy on migration and to promote cooperation on external migration matters, including a common asylum policy.

· To ensure that recommendations relating to wages do not increase in-work poverty or wage inequalities within Member States, or harm low-income groups (paragraph 63) - To incorporate the recommendations on a quality framework for traineeships with a view to preventing discrimination and exploitation of young workers into the country-specific recommendations (paragraph 97). - To include in country-specific recommendations the importance of preserving strong automatic stabilisers in the Member States and to produce a Green Paper on automatic stabilisers in the Eurozone (paragraph 84);

The Commission will continue to address issues related to wage developments including considerations related to fairness in the context of the country-specific recommendations under the European Semester. In addition, and with respect to quality of traineeships, the Council recommendation on a quality framework for traineeships also contains specific monitoring instruments for its implementation.

The Commission's October 2013 Communication on “Strengthening the Social Dimension of EMU” indicates that the establishment of a fiscal capacity is a long-term goal requiring substantial Treaty changes and further political integration.

· To include additional indicators in the employment and social scoreboard, strengthening their role in the European Semester, and to continue to improve the indicators used to monitor the social, environmental and innovation dimension of the Europe 2020 strategy (paragraphs 65, 66);

The scoreboard of key employment and social indicators (included in the Joint Employment Report), has been integrated in the European Semester as of 2014. It allows for early identification of key employment and social challenges in the EU and allows for a broader understanding of employment and social developments. This scoreboard will continue to be used in the 2015 European Semester.

· To make dedicated efforts to address the additional problems caused by involuntary part-time and involuntary temporary employment, precarious contracts, bogus self-employment and undeclared work (paragraph 82);

· Involuntary, part time or temporary work can create specific problems that are addressed by all policies aiming at increasing jobs and employability. For undeclared work, the Commission has adopted a proposal for Decision establishing European platform to fight undeclared work. This proposal is now with the Council and the Parliament for adoption.

· To propose a European framework introducing minimum standards for the implementation of the Youth Guarantees and to make the Youth Guarantees a priority and for the available budget to be increased during the promised mid-term review of the multiannual financial framework, and to ensure the proper, effective, rapid and timely implementation of both the EU Youth Guarantee and the Youth Employment Initiative (paragraphs 94, 119);

In a Guidance document
 and in several technical seminars and presentations, the Commission delivered policy advice and guidance regarding the Youth Guarantee and Youth Employment Initiative and it has established a support help-desk for the Member States.

The regulatory provisions for the Initiative’s effective and rapid implementation are in place, such as separate result indicators, specific monitoring and evaluation requirements, early eligibility date of expenditure.

· To develop specific quality-job creation plans with targeted measures for women and gender mainstreaming in country-specific recommendations, and to address labour market segregation and the unequal distribution of care responsibilities (paragraphs 98, 99);

The EU funds 2014-2020 support job creation programmes targeted at female workers. Specific Recommendations aimed at improving women's employment prospects and labour market participation have also been made where needed. The Commission Recommendation on strengthening the principle of equal pay between men and women through transparency of March 2014 and ensuring the application of the provisions on equal pay of Directive 2006/54/EC are priority for the Commission.

With respect to other policy aspects:

· To make Single Market governance a key priority in the Europe 2020 strategy (paragraph 25), to complete the Single Market and to step up actions in ensuring the proper implementation and enforcement of EU legislation in the Member States by making determined use of all its powers (paragraph 49);

A deeper and fairer internal market is one of the key pillars of the policy agenda of the Commission. This is well recognised in the 2015 Annual Growth Survey that underlined that among key priorities at EU level, action is needed to remove remaining barriers in the area of the single market. A number of country specific recommendations on the provision of services and public procurement in the internal market continues to support national reforms across Europe aiming at enhancing competitiveness, growth and jobs in the economy. The Commission will put forward an Internal Market Strategy this autumn and will reflect on the best tools for promoting and taking forward an internal market reform agenda.

With respect to the governance strategy, the Commission has already set up a governance strategy for implementation and enforcement of EU legislation at Member States' level. This includes: ambitious implementation objectives for all legislation, with in particular a "Zero-tolerance" principle as regards the Services Directive; additional assistance to Member States in this implementation process; further development of online governance tools for information (Your Europe), problem-solving (Solvit) and monitoring performance (online Single Market Scoreboard). In addition, the Commission will continue to make full use of existing tools to assess costs and benefits of legislation, including impact assessments, the SME Test, competitiveness proofing and ex-post evaluations. The European Semester does not address nor prejudge on-going infringement procedures, the efforts concentrate on removing obstacles to growth and job creation.

· To take urgent action and develop a comprehensive strategy based on concrete legislative measures to fight tax fraud and tax evasion, drawing from the experiences of delivering on the 2012 Action Plan (paragraph 43);

As announced in the Commission's 2015 work programme, the Commission will step up efforts to combat tax evasion and tax fraud and respond to our societies' call for fairness and tax transparency. Starting from the work done on base erosion and profit shifting at OECD and G20 levels, the Commission will set out an Action Plan including measures at EU level in order to move to a system on the basis of which the country where profits are generated is also the country of taxation, including in the digital economy, which also requires agreement on a Common Consolidated Corporate Tax Base. In this context, the Commission will also make very swiftly a proposal on the automatic exchange of information between tax authorities on cross-border tax rulings. In addition, the Commission will work closely with the other institutions to encourage reinforced rules against money laundering. Work also continues in the area of VAT, including measures to close the tax gap.

· To strengthen EU industry through the application of a more flexible competition policy in favour of competitiveness and employment and also to draw up a proposal for a legal act that should ensure economic and socially responsible adaptation to change by EU industry (paragraph 81);

The Commission is of the view that competition policy is one of the most efficient tools to create better conditions for investors and innovators; increase productivity; and raise our competitiveness vis-à-vis our most dynamic global partners.
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