Follow up to the European Parliament resolution on the European Semester for economic policy coordination: Annual Growth Survey 2016, adopted by the Commission on 27 April 2016
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6.
Brief analysis/assessment of the resolution and of requests made in it:
The resolution welcomes the 2016 Annual Growth Survey package and it also indicates areas where the European Parliament sees further room for improvement in order to support recovery, foster convergence towards the best performers and correct macroeconomic imbalances. There is general agreement with the policy priorities as identified in the Annual Growth Survey 2016 with some calls for additional action for instance on strengthening domestic demand, addressing labour market and environmental issues, investing in human capital and combating tax fraud and evasion.

The resolution underlines that a more effective implementation of structural reforms at national level as well as stronger European coordination are needed in order to achieve a more robust economic recovery. The resolution favours more investment in strategic projects not otherwise financed as well as achieving synergies between the European Fund for Strategic Investments and European Structural and Investment Funds. It also focuses on the need to deliver structural reforms in a broad set of policy areas and reiterates the need for responsible and growth-friendly fiscal policies.
The resolution has a specific focus on euro area developments and welcomes in particular the advanced timing of the recommendation on the economic policy of the euro area, as a step towards deepening policy coordination. It emphasises that the euro area is an economic entity where convergence towards best performers must be promoted and supported by stronger coordination of national policies.

The resolution deplores the poor implementation of country-specific recommendations and underlines the need for clearly articulated priorities at European level as well as genuine public debate and more ownership at national level. It welcomes in this respect visits made by members of the Commission to Member States in order to discuss the European Semester process and its documents. It also welcomes the plenary discussion with the Commission on the Annual Growth Survey priorities before and after its adoption as well as the plenary debate with the Presidents of the Commission and of the Eurogroup on the draft euro area recommendation, which it requests to become a regular feature of the European Semester.

The resolution highlights the importance of national Parliaments debating country reports and country-specific recommendations, and voting on national reform programmes and convergence or stability programmes. It calls on Member States to involve in the Semester process the social partners, local and regional authorities and other relevant stakeholders.

There are also calls on the Commission to start preparing the longer-term measures for deepening the Economic and Monetary Union as soon as possible, to launch negotiations on an inter-institutional agreement on economic governance and to carry out the review of the Multiannual Financial Framework.
7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:

(Paragraphs 6, 31) The call on the Commission to put the employment indicators on an equal footing with the other indicators in the macroeconomic imbalances scoreboard:
From the 2016 cycle on, there is a stronger focus on employment and social performance in the European Semester. Three employment indicators – namely the activity rate, long-term and youth unemployment – have been added to the main scoreboard of the Alert Mechanism Report which already previously included the overall unemployment rate. The inclusion of new employment variables in the scoreboard is a concrete deliverable on the Commission’s commitment to strengthen its analysis of macroeconomic imbalances. This is particularly relevant for the social consequences of the crisis, and because long, drawn-out negative employment and social developments can have a negative impact on potential GDP growth in a variety of ways and risk compounding macroeconomic imbalances. The focus of the macroeconomic imbalances procedure, as established by the legislator in conformity with its legal basis, remains to prevent the emergence of harmful macroeconomic imbalances and to ensure their correction.

(Paragraph 7) The call for strengthening the role of the Europe 2020 Strategy in guiding the European Semester:
An assessment of the Member States' performance with respect to achieving the national Europe 2020 targets is made in every year's Country Reports. Moreover, the Commission announced in the 2016 Annual Growth Survey that it will make the best use of the existing strategy and its tools by improving its implementation and monitoring in the context of the European Semester. On this basis, the Commission has adjusted the guidance to Member States on the preparation of their national reform programmes to make sure that the Europe 2020 strategy continues to play a prominent role. In parallel, the Commission will start in 2016 a process for developing a longer term vision going beyond the horizon of the year 2020, also in the light of the new Sustainable Development Goals agreed by the United Nations for 2030. The lessons of the Europe 2020 review mentioned above will be taken into account in this exercise.

(Paragraphs 7, 15, 34, 46) The call to strike the right balance between making country-specific recommendations focused on key priorities and ensuring that they address all key challenges, as well as the call to address in the country-specific recommendations environmental fiscal reforms and concerns related to the healthcare sector, the circular economy and greater resource and energy efficiency:
The Commission had made a number of changes to the operation of the European Semester in 2015. These aimed at focusing on the top priority areas for action in each Member State, to promote better implementation of the recommendations, and to increase ownership at national level and with social partners and stakeholders. In that context, the number of recommendations has been reduced significantly in order to concentrate on the key priority issues of macro-economic and social relevance that require action by Member States in the near term. It is envisaged to keep the same focus also in the 2016 Semester cycle.

(Paragraph 7) The call for consistent and holistic monitoring of convergence towards best performers on the targets of the Europe 2020 Strategy:
As highlighted in the 2016 Annual Growth Survey, Member States should implement effectively ambitious reforms and pursue responsible fiscal policies in order to boost potential growth in the context of a sluggish economic recovery. A renewed process of upward economic and social convergence is needed in order to tackle the economic and social disparities between and within Member States. The Commission will progressively suggest benchmarks and cross-examination exercises across policy or thematic areas. These will feed into debates in the appropriate Council formations and the Eurogroup, with a view to fostering a common understanding of challenges and policy responses in areas relevant from growth and convergence. The outcome of the discussions and evaluations will inform the European Semester, especially the country-specific recommendations.

(Paragraph 9) The call on the Commission to use the European Structural and Investment Funds (ESIF) to their full potential and in line with the Europe 2020 Strategy:

Under the European Structural and Investment Funds, more than EUR 450 billion is made available to Member States between 2014 and 2020 to finance smart and inclusive growth, competitiveness and cohesion. In the 2014-2020 Multiannual Financial Framework, the European Structural and Investment Funds are closely linked to the objectives of the Europe 2020 strategy. Progress towards the Europe 2020 objectives is assessed in the yearly Eurostat publication on the progress towards the five headline targets. The Commission also assesses progress on the basis of Member States' yearly national reform programmes in the framework of the European Semester. The Commission is working hard to make sure that EU funds are put to the most effective use in terms of addressing the economic and social challenges in regions and Member States.
(Paragraph 16) The calls for further steps towards stimulating quality job creation, creating resilient labour markets and ensuring sustainable and effective welfare systems:
As stressed in the 2016 Annual Growth Survey and the Joint Employment Report, reforms supporting well-functioning, dynamic and inclusive labour markets must continue. More effort is needed to stimulate growth and create a positive environment for the creation of quality jobs, while ensuring a desirable balance between flexibility and security. Tax systems must support job creation more effectively. Especially high tax wedge levels can constrain both labour demand and labour supply. Modernisation, better alignment of skills and labour market needs and sustained investment in education and training, including digital skills, are essential for future employment, economic growth and competitiveness in the EU. Labour market reintegration of long-term unemployed must remain a priority. Action must be taken both on the demand and the supply side before the long-term unemployed become discouraged and move into inactivity. Responsible policies are now needed to ensure that pension, healthcare and long-term care systems are financially sustainable and can provide adequate protection for all. To ensure that pension reforms will enjoy lasting support and success, other flanking measures are likely to be necessary to maintain retirement incomes such as extending working lives and providing other means of retirement incomes through complementary pension savings.

(Paragraph 21) The call to make full use of flexibility within the Stability and Growth Pact, inter alia to support greater investment and structural reforms as well as to deal with security threats and refugee inflows:
In January 2015, the Commission issued interpretative guidance on the flexibility within the existing rules of the Stability and Growth Pact. The aim is to apply this flexibility without amending the current Stability and Growth Pact legislation, in order to support investment and structural reforms. A commonly agreed position on the flexibility within the Pact was endorsed by the ECOFIN Council in February 2016.
(Paragraph 26) The call for regular monitoring of whether the euro area aggregate fiscal stance is appropriate in view of the existing investment gap:
The aggregate fiscal stance of the euro area is analysed in particular in the Commission's horizontal assessment of the draft budgetary plans of the euro area Member States. The euro area Recommendation from the Commission presented in November 2015 invites the euro area Member States to discuss the overall euro area fiscal stance in time for the preparation and presentation of the Stability Programmes and the Draft Budgetary Plans. Finally, the newly established advisory European Fiscal Board will evaluate the appropriateness of the actual fiscal stance at euro area and national level.

(Paragraph 32) The call on the Commission to start preparing the longer-term measures on deepening the EMU as soon as possible:
The steps presented in the Commission Communication for Stage 1 of completing the Economic and Monetary Union build on existing instruments and make the best possible use of the existing Treaties. However, all these initiatives of Stage 1 should not be seen in isolation, but rather as stepping stones towards the next stage. In Stage 2, more far-reaching measures should be agreed upon to complete the EMU's economic and institutional architecture. With a view to stimulate a necessary broad-based debate across Europe on the longer-term vision for the EMU, the Commission will facilitate a wide consultation, including public debates in 2016. The consultation should be broad-based, transparent and inclusive and allow citizens to give their views. To prepare the transition from Stage 1 to Stage 2 of completing the EMU, the Commission will establish an Expert Group in 2016 to explore the legal, economic and political preconditions that will inform the more long-term proposals as outlined in the Five Presidents' Report. The Commission will present a White Paper in spring 2017, building on the progress made in Stage 1 and outlining the next steps needed to complete the EMU in Stage 2. The White Paper will be prepared in consultation with the Presidents of the other EU institutions.

(Paragraph 38) The call on the Commission to launch negotiations on an inter-institutional agreement on economic governance:
The Commission remains fully committed to the ideas put forward in the Five Presidents' Report, including on the enhanced engagement with the European Parliament, and, as noted above, it is already taking concrete steps in this direction. As stated the Commission Communication of 21 October 2015, the new practice of engagement could be progressively agreed upon in more detail between the EU institutions in full respect of their respective institutional role.
(Paragraph 45) The call on the Commission to carry out the review of the Multiannual Financial Framework:
The mid-term review of the current Multiannual Financial Framework (MFF) 2014-2020 and post-2020 MFF will be opportunities to address systemic shortcomings in the EU budget, and to look into the adequacy of our budgetary means to help the EU deliver on its priorities, including the unforeseen migration and refugee crises, and respond to new priorities so as to stimulate growth and economic recovery in the EU. The Commission is currently preparing the mid-term review. This will be an important staging post on the road to the Commission's proposal for the post-2020 MFF, which the Commission shall present before 1 January 2018. It is still premature to comment the content of the mid-term review or the post-2020 MFF, since they are in the preparatory phase and the Commission has not yet tabled any proposals.
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