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6. Brief analysis/ assessment of the resolution and requests made in it:

The resolution is largely supportive of the European Semester and welcomes:

· the focus of the 2016 country-specific recommendations on the three main priorities to further strengthen economic growth, namely, supporting investment for innovation, growth and job creation, pursuing socially-balanced structural reforms, and encouraging responsible public finances (paragraph 3);

· the continuing approach of limiting the number of recommendations and the efforts to streamline the semester by covering mainly key priority areas of macroeconomic and social relevance when setting the policy objectives for the next 18 months (paragraph 5);

· the efforts made to ensure greater national ownership in the formulation and implementation of country-specific recommendations as an ongoing reform process, and the call to the Member States to ensure a proper democratic scrutiny of their National Reform Programmes in their respective national parliaments (paragraph 6);

· the consideration that the current economic situation, which combines liquidity surplus with interest rates at the zero lower bound, weak demand prospects, and restricted investment and spending by households and companies, requires the implementation of the renewed policy mix put forward to create growth (paragraphs 9, 10, 19);

· the consideration that monetary policy needs to be accompanied by appropriate fiscal policies aimed at improving growth in the EU, in line with the rules of the Stability and Growth Pact, including its flexibility clauses (paragraph 12);

· the need to facilitate investment while enhancing the EU's competitiveness by pursuing sustainable structural reforms to boost quality job creation, implementing responsible fiscal policies to create a better environment for jobs, business (especially SMEs) and investment  (paragraphs 7, 10, 15);

· the statement that the investment policy instruments such as the European Fund for Strategic Investments (EFSI) and the European Structural and Investment Funds (ESIF) require properly calibrated blending and complementarity between them in order to enhance the value added of Union spending by attracting additional resources from private investors (paragraph 12) and the acknowledgement of the importance of reinforcing the take-up of the EFSI in less developed and transition regions, while stepping up efforts to develop Investment Platforms (paragraph 7);

· the need to address major employment and social issues given the still very high unemployment, especially for youth unemployment, and the need of further action, in consultation with social partners and in accordance with national practises, in order to step up investment in skills, make labour markets more inclusive and reduce social exclusion and growing inequalities in income and wealth (recital C, paragraphs 8, 22, 23); thus, the resolution welcomes the introduction of the three employment indicators in the macroeconomic scoreboard (paragraph 26);

· the consideration that migration could play a role in compensating for the negative effects of the ageing population, depending on the ability of Member States to better use migrants' skills and integrate migrants into labour markets (paragraph 13);

· the focus on the importance of avoiding an excessive tax wedge on labour, given that excessive taxation diminishes incentives for the inactive, the unemployed, second earners and low-wage earners to return to employment (paragraph 17);

· the acknowledgement that a larger number of country-specific recommendations aim to support a well-functioning and integrated single market (paragraphs 40-46).

The resolution also covers issues that go beyond the scope of the European Semester, which are welcome. In particular, it emphasises:

· the importance of completing step-by-step the Banking Union and completing the Capital Markets Union in order to create a stable environment for investment and growth and avoid fragmentation of the euro area financial market (paragraph 11).

The resolution also covers issues that would merit clarification, in particular:

· the call to introduce social indicators, while welcoming the introduction of three employment indicators in MIP scoreboard (paragraph 26);

· the statement that imbalances in the pension system are basically the consequences of unemployment, wage devaluation and labour precarisation (paragraph 33).

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 the implementation of the 2016 priorities in the context of the European Semester and the debate that took place in the Parliament. The resolution is comprehensive and forward-looking; it touches on a number of issues related to the EU's economic and budgetary surveillance, also beyond the European Semester. The main lines of the Commission's response to the Parliament's resolution could already be found in the Commission's Communication on "Strengthening European Investments for jobs and growth: Towards a second phase of the European Fund for Strategic Investments and a new European External Investment Plan", adopted on 14 September 2016, as well as in the Communication "Towards a Positive Fiscal Stance for the Fiscal Area", and in the 2016 Annual Growth Survey adopted on 16 November 2016. The draft Joint Employment Report also addressed concerns expressed in the resolution.

In November 2014, the Commission announced the Investment Plan for Europe with the European Investment Bank (EIB) as its strategic partner. After a successful first year, the EFSI – the heart of the Investment Plan – is expected to mobilise more than EUR 150 billion across 27 Member States, benefiting more than 200,000 small and medium-sized enterprises (SMEs). To further boost investment, to avoid disruptions in financing, and to assure project promoters that they can still prepare projects even after the initial investment period, the European Commission proposed to double the duration and size of the EFSI. That prolongation would bring the initial three-year period (2015-2018) with a target of EUR 315 billion to at least half a trillion euro investments by 2020, the end of the current Multiannual Financial Framework.

In its Annual Growth Survey for 2017, the Commission outlines the main features of its strategy to support growth, reinforce economic convergence, create jobs and strengthen social fairness. The policy guidance builds on the virtuous triangle of boosting investment, accelerating structural reforms and pursuing responsible public finances. The Annual Growth Survey was accompanied also with a thorough analysis of economic, labour market and social conditions in the draft Joint Employment Guidelines, which also highlights the extent of reforms carried out in the Member States.

As part of the Annual Growth Survey, the Commission stresses the need to step up implementation of the key reforms highlighted in the country-specific recommendations recommended by the Commission and adopted by the Council that have been addressed to Member States. The Commission intends to build further on its streamlined approach on the European Semester and intensified dialogue with the Member States in the run-up to the national programmes and country-specific recommendations next spring. The Communication calls for a strong role of national Parliaments and a stronger involvement of social partners for the preparation of the national reform programmes as well as stability or convergence programmes. The inclusive preparation of these programmes contributes to their ownership and to the broader reform support.

This Annual Growth Survey is accompanied by a specific recommendation for a Council recommendation on the economic policy for the euro area to better integrate the euro area and national dimensions of the EU economic governance. Moreover, the Commission published the Alert Mechanism Report which kicks off the new cycle of the Macroeconomic Imbalances Procedure, which aims at preventing or correcting imbalances that hinder the smooth functioning of Member States' economies, of the euro area or of the EU as a whole, and at prompting the right policy responses.

Regarding budgetary policies in the context of the European Semester, the Commission completed its assessment of euro area Member States' Draft Budgetary Plans. In addition, in its Communication, the Commission set out the case for a significantly more positive fiscal stance for the euro area.

As regards the future of the Economic and Monetary Union (EMU), the Commission is fully committed to advance in that area, as already laid down in the Five Presidents' Report. Over the last year, progress has been made on the initiatives such as the increased role of the euro area dimension in the European Semester, the Council recommendation on the National Productivity Boards and the establishment of the European Fiscal Board. Work is also ongoing on improving transparency and reducing complexity of fiscal rules. The Commission will propose further orientations on the future of the EMU as part of its White Paper on the future of Europe in March 2017.

Progress with the completion of the Banking Union and of the Capital Markets Union is essential to diversify sources of financing to the real economy and thus to relieve pressure on public finances. By the end of 2016, the European Council had called for an agreement on three initiatives: (i) a proposal for Simple, Transparent and Standardised (STS) securitisations to establish more risk-sensitive capital charges for STS securitisation; (ii) modernising the Prospectus rules to increase access to capital markets for smaller companies; (iii) proposals for revising the European Venture Capital Fund and the European Social Entrepreneurship Fund Regulations to strengthen Europe’s venture capital markets. As part of the agenda for Better Regulation, in November 2016, the Commission published the results of the "call for evidence", a public consultation on the overall impact coherence and unintended consequences of the EU’s regulatory framework for financial services. Finally, also in November 2016, the Commission announced a package on risk reduction. That package lives up to the ECOFIN Conclusions of June 2016 on the roadmap to complete the Banking Union
.

More in detail, as regards specific requests to the Commission with respect to the points made on the European Semester:

· To do more to bolster fiscal sustainability in line with the SGP, while making best use of the flexibility clauses, in line with the Commission Communication of 13 January 2015 (paragraph 3):
In the current economic environment, the Commission has advocated a positive fiscal stance for the euro area for 2017 to the Council, whereby fiscal policy should complement the current supportive monetary policy. This should happen in compliance with the SGP, using the flexibility within the existing rules of the SGP. That is why the Commission considers it crucial that the Member States pursue responsible fiscal policies to achieve an appropriate balance between stabilising the economy in the shorter term and ensuring sustainability in the medium and longer term. In that context, the Commission considers that the Member States where fiscal space exists should be encouraged to use it to boost investment, while the Member States with little fiscal space need to focus on the debt reduction and the quality and the composition of budgets (both revenues and expenditures) in order to maximize the impact on growth.

· To clearly articulate country-specific recommendations around well-defined and structured priorities at European level, involving national parliaments, regional and local authorities where appropriate (paragraph 6):
The Commission is of the view that the European Semester delivers well on that request. The Commission cooperates with Member States and a broad range of stakeholders in a fair and transparent manner. More specifically, the Commission's proposals for country-specific recommendations are based on the analysis presented in the country reports and reflect a structured dialogue between the Commission and the Member States, which takes place both at political level and at technical level: Commission's reporting, bilateral meetings, country visits, the work of Council committees allowing for debates at bilateral and multilateral level and formal reporting in National Reform Programmes in April and in December. In line with the streamlining of the European Semester in 2015 and 2016, the 2016 country-specific recommendations were fewer compared to the past and focused on a limited number of priorities requiring urgent attention. This also allowed ensuring a strong consistency between the Commission's economic policy priorities as outlined in the Annual Growth Survey and the recommendations addressed by the Council to individual Member States. In the current European Semester cycle, the Commission will further step up consultation with Member States. Following the publication of the country reports during the winter, the Commission will continue to discuss with Member States through a variety of channels, including dedicated visits at political level.

· To continue to encourage responsible and sustainable budgetary policies that underpin growth and recovery in all Member States by putting more emphasis on investment and efficient public expenditure, and supporting sustainable and socially balanced structural reforms (paragraph 10):
In the context of the 2017 Annual Growth Survey, the Commission called on Member States to redouble their efforts along the principles of the "virtuous triangle" of boosting investment, pursuing structural reforms and ensuring responsible fiscal policies, and in doing so, to put the focus on social fairness and delivering more inclusive growth. In its Communication "Towards a Positive Fiscal Stance for the Fiscal Area", the Commission noted that a positive fiscal stance also refers to the quality of the composition of the adjustment in terms of the types of expenditure and/ or taxes behind it. The need to improve the quality and composition of budgets is reflected in the 2016 Country Reports and Country-Specific Recommendations and will also guide the forthcoming recommendations.

· To give priority to measures to tackle the obstacles to greater investment flows and trade, which arise at EU level from a lack of clarity regarding the strategies that are to be followed, especially in the following fields: energy, transport, communications and the digital economy (paragraph 15):
A key priority at the current juncture is to implement the necessary structural reforms that promote investment as an engine of productivity growth and a source of productive jobs. It is important to promote private investment in infrastructure and in research and innovation (R&I). In that respect, providing supportive framework conditions and further reinforcing the Single Market involves taking actions both at EU and Member State level to unlock the full potential of investment in Europe.

The Commission's systematic review of investment challenges at national level shows that, overall, the highest number of barriers to investment relate to inefficiencies in public administration, an unfavourable business environment, and high sector-specific administrative and regulatory burdens. A number of investment bottlenecks are linked to sector-specific regulations and the cumbersome and lengthy approval procedures that affect, in particular, large infrastructure projects, with a cross-border dimension, in energy, transport, and broadband. Moreover, rigidities in the labour market, as well as skills mismatch and shortages have a negative impact on investment.

The special focus on investment challenges and the necessary reforms to address them is well reflected in the 2016 Country Reports and Country-Specific Recommendations.

In more detail on the mentioned fields, the Commission's proposals in "Clean energy for all Europeans" are expressly designed to facilitate investment in the energy sector, where a range of regulatory barriers and market failures regarding investment are to be removed. The proposals are geared to achieve energy policy objectives of emissions reductions and security of supply as well as stimulating jobs and economic growth.

To address the skills needs and observed skills gaps and mismatches emerging from the accelerating digitisation of the European economy, the Commission launched the Digital Skills and Jobs Coalition, one of the ten priorities of the New Skills Agenda for Europe. The main focus of this partnership is a stronger collaboration between all actors involved in education, training and digital skills development, including Member States and regions.

With respect to employment and social policies aspects of the European Semester: 

· To achieve that the fiscal consolidation measures process are accompanied by measures that help to reduce inequalities (paragraphs 21 and 23):
The Commission agrees that measures to avoid increased inequalities should be implemented along the fiscal consolidation process. In that regard, policies to support employment and efficient social security systems play an important role. As stressed in the 2017 Annual Growth Survey, advancing the work on youth and long term unemployment, activation inclusion policies, and promotion of smooth labour market transitions is the key priority. The Commission promotes effective social protection systems that are designed in a way that provides incentives to enter the job market by investment in human capital and infrastructure. Reaching the EU 2020 target of reducing the number of people at risk of poverty or social exclusion is also a priority in order to reduce inequalities. The ESIF, and especially the European Social Fund (ESF), remain an essential vehicle to finance investment into human capital, job creation and prevention of poverty at the times of constrained public finance in the Member States. The Commission also supports Member States in their efforts to encourage employment by lowering the tax wedge, especially for low-income earners, and to make the tax systems fairer and less susceptible to tax avoidance and evasion.
· To introduce social indicators (paragraph 26) while welcoming the introduction of three employment indicators in the macroeconomic scoreboard (paragraph 25):
The Commission shares the view that labour and social aspects are key in the correction of imbalances. It decided therefore last year to integrate in the scoreboard three additional labour market indicators. Importantly, there is also a set of labour and social indicators included as auxiliary scoreboard indicators already informing the analysis. However, it is important to keep the focus of the procedure on macroeconomic imbalances in line with the legislation and to ensure that it can remain an effective tool to achieve its purpose. Adding indicators on social aspects beyond the existing auxiliary level would therefore not seem appropriate.

· The statement on the fact that imbalances in the pension system are basically the consequences of unemployment, wage devaluation and labour precarisation, (paragraph 33):
The joint European Commission/ Economic Policy Committee 2015 Ageing Report shows that a major driver of future imbalances in pension systems is the change in the demographic structure. That phenomenon of population ageing entails an increasing number of older persons in combination with a declining number of people of working age. Pension systems need to adapt to cope with that challenge. The factors already mentioned in paragraph 33 of the report are also important and need to be addressed.

The joint European Commission/ Social Protection Committee 2015 Pension Adequacy Report demonstrated that longer working lives are also crucial for rebalancing pension systems and maintaining adequate retirement incomes in ageing societies. The projections of the report also demonstrated that, while supplementary pensions can offer an important additional contribution to pension adequacy, first pillar public pensions will continue to provide the bulk of retirement incomes in foreseeable future. To address the social protection challenges linked to various forms of precarious work, the Commission will propose an initiative on access to social protection, as announced in the Commission Work Programme 2017.

· To present in October 2016 a thorough analysis of its (Youth Employment Initiative) implementation which can serve as a basis for the continuation of the programme (paragraph 31):
On 4 October 2016, the Commission published a report "The Youth Guarantee and the Youth Employment Initiative three years on"
. The report presents the results of YEI implementation in the eligible Member States so far and makes the case for further extension of the YEI budget until 2020.

· To provide an adequate income for all Europeans through a European minimum income framework to cover basic living costs, while respecting national practises and the subsidiarity principle (paragraph 35):
Through various instruments, the Commission constantly promotes to Member States adequate minimum income scheme which is part of the active inclusion approach. In March 2016, the Commission launched a public consultation on the draft outline of the European Pillar of Social Rights, which identifies a number of essential principles common to Member States, focusing on their needs and challenges in the field of employment and social policies. Such principles include those on strengthening the effectiveness and consistency of social protection benefits and services. Minimum income is identified among those policy domains.

· To implement measures to improve job quality so as to reduce labour market segmentation, combined with measures raising minimum wages to a decent level and strengthening collective bargaining and the position of workers in wage-setting systems in order to reduce wage dispersion (paragraph 36):
The 2017 Annual Growth Survey and the Commission's recommendation for the 2017 Euro Area Recommendation stress the need for Member States to continue reforms following certain objectives; notably, reliable contractual arrangements providing flexibility and security for employers and employees; education and training systems and lifelong learning strategies targeted at labour market needs; effective active labour market policies; and modern, sustainable and adequate social protection systems; all underpinned by an effective social dialogue.

Member States should, together with social partners, and in line with national practices, make sure that their wage-setting systems are effective in delivering both job creation and real income increases, and for that adjust better to changes in productivity over time.

· To further invest in and develop education and training systems, providing society with the tools and capacities to readapt to changing labour market demands (paragraph 22):
As outlined in the 2017 Annual Growth Survey, modernising education and training is necessary to equip people fully with the broad range of competences necessary for their lives as citizens, to foster entrepreneurship and innovation capabilities and thus maintain Europe's competitiveness in a fast-changing global economy. Nurturing the skills and competences of all is also essential to offering socio-economically disadvantaged young people the opportunity to break the inter-generational transmission of inequality. On 7 December the Commission adopted a Communication on improving and modernising education, announcing a package of concrete initiatives in 2017 to support the improved provision of good-quality school and higher education to all. Focus is also needed on the labour market relevance of skills as forecasts indicate a future shortage of people with vocational and training qualifications. For too many young people, initial vocational education and training remains a second choice and only a minority of workers are offered opportunities for further skills development. With the aim to raise the image and attractiveness of vocational education and training, the Commission organised a first ever European Vocational Skills Week (5-9 December 2016). Modernising vocational education and training, including by promoting flexible learning pathways, will help people to develop the appropriate transferable skills throughout their lives. It requires close partnerships with the business, higher education and research sectors. The active involvement of social partners can lead to the development of apprenticeships in new areas covering various skills levels, which can be expected to address skills mismatches. To address that issue, on 2 December 2016 the tri-partite Advisory Committee on Vocational Training adopted an Opinion on a Shared Vision for quality and effective apprenticeships and work based learning.

· To support efforts to create inclusive lifelong learning opportunities for workers and jobseekers of all ages and to take measures as soon as possible to improve access to EU funding, as well as mobilising additional resources where possible (paragraph 37):
The Commission agrees that inclusive lifelong learning opportunities should be supported. The ESF supports lifelong learning for workers and jobseekers of all ages. For 2014-2020 over EUR 7 billion of ESF resources have been allocated by Member States to that priority. It represents one of the five biggest allocations under the ESF. All Member States but two (CZ and NL) have identified that topic as a priority for ESF investments. Considerable resources are therefore already available. However, it is important to recall that in the context of shared management Member States are responsible for implementation, including the selection of projects.

The New Skills Agenda for Europe puts a particular emphasis on supporting adults who have not reached upper secondary qualification. The recently adopted Council Recommendation on "Up-skilling pathways: New opportunities for adults" calls on Member States to provide low-skilled adults with the opportunity of assessing their skills level, providing them a new training opportunity and validating the skills acquired.

· To boost policies which guarantee the sufficiency, adequacy, efficiency and quality of social protection systems throughout the life cycle of a person, guaranteeing a decent life, fighting inequalities and boosting inclusion with the aim of eradicating poverty, especially for those excluded from the labour market and for the most vulnerable groups (paragraph 38):
The Commission agrees that social protection, including pensions and services such as healthcare, child care and long-term care, remains essential for balanced and inclusive growth, for a longer working life, for creating employment and for reducing inequalities. Therefore, the 2017 Annual Growth Survey highlights that modernisation of the welfare state should cover a redesign of tax and benefit systems to provide adequate social support and work incentives. Those financial support schemes shall be accompanied by sufficient quality service provision. Member States were called to ensure access to quality services and in kind benefits, such as child care, housing, healthcare and long-term care, education and training. Such services and benefits will contribute to increased labour market participation, notably for women, and to social inclusion. Increasing the impact of EU Funds in support of the Investment Plan for Europe was stressed in the field of human capital development and social infrastructure.

· To offer support and exchange of best practises with Member States in order to improve administrative capacity at national, regional and local level (paragraph 28):
The Commission can confirm that it is already supporting exchanges of best practices among Member States. That practice can be strengthened in the first stage of EMU deepening as suggested by the Five Presidents' report "by cross-examining performance, with increased focus on benchmarking and pursuing best practices". Starting with the 2017 European Semester, the Commission will progressively support cross-examination exercises across policy or thematic areas. They 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. Moreover, in the context of the European Semester, the Commission's Structural Reform Support Service provides technical support to the design and implementation of reforms to those Member States who requested such support, and in doing so, it draws on the best practices. Swift adoption of the Structural Reform Support Programme remains crucial to ensure that this technical support is going forward.

In addition, a number of policy and financial tools offer support and provide for the exchange of best practices with Member States; in particular, (i) the Mutual Learning Programme (MLP), which assists progress towards the goals of the European employment strategy, and (ii) the thematic transnational cooperation networks supported by the ESF where Member States can create synergies and effective partnerships around the common issues. The networks also enable projects in each participating Member State to apply for ESF support for work that includes a transnational component.

With respect to internal market aspects of the European Semester: 

· To assess the feasibility of further coordination and, in particular, to assess the possibility of a simplified VAT approach in the digital single market (paragraph 42):
The European Semester is a yearly cycle of economic policy coordination where the Commission undertakes a detailed analysis of Member States' plans for budgetary, macroeconomic and structural reforms and recommends to the Council for each of them country-specific recommendations. They include tax policy issues.

The VAT Directive already foresees important elements, notably for SMEs, which Member States can already introduce in national legislation to provide reduction of administrative burdens for their SMEs. In addition, the Commission proposed on 1 December 2016 new rules on e-commerce where the proposed simplifications would benefit SMEs significantly
.  Moreover, in 2017 a comprehensive review of SMEs rules will be made by the Commission as provided in the Action Plan on VAT of 7 April 2016
.

Member States should ensure that the simplifications already available in the EU VAT framework for the SMEs are introduced in national legislation.

· To systematically monitor in an efficient and transparent manner that administrative procedures do not create a disproportionate burden on business or prevent SMEs from participating in public procurement (paragraph 45):
The Commission will closely monitor the implementation of the 2014 Directives in the field of public procurement. In the context of the transposition check of the Directives, the Commission will check if the provisions reducing the administrative burden and creating favourable conditions for SMEs are correctly transposed.

Directive 2014/24/EU on public procurement contains the obligation for the Member States to report to the Commission every three years on different aspects, including SME participation in public procurement. The first monitoring report is planned for 2018.

It is also important to point out in that context the gradual transition to e-procurement and the use of such tools like the European Single Procurement Document (ESPD) and e-CERTIS, meant specifically to reduce the administrative burden for economic operators.

� See also � HYPERLINK "http://ec.europa.eu/news/2016/11/20161123_en.htm" ��http://ec.europa.eu/news/2016/11/20161123_en.htm�
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