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

The resolution welcomes the 2017 Annual Growth Survey package and calls for a better implementation of the policy mix consisting of private and public investment, socially balanced structural reforms and responsible public finances. The resolution gives broad support to the policy priorities identified by the Commission. It also points at concerns over the very low implementation rate of country-specific recommendations (CSRs) and stresses that Member States need to step up their efforts to reform.
The resolution notes that growth continued at a positive moderate pace and that unemployment was gradually decreasing, but points at emerging uncertainties for the European economy and observes that GDP and productivity growth rates remain below potential and that structural challenges persist in many Member States. It also refers to the monetary policy of the European Central Bank, noting that monetary policy alone is insufficient to stimulate growth when investments and sustainable structural reforms are lacking. The resolution agrees with the Commission that the euro area would need to rely increasingly on domestic demand, and considers that stronger domestic demand would be better for the euro area's sustainable growth.

The resolution stresses that investments in human capital and infrastructure are of the utmost importance, and considers that more efforts should be done to boost access to finance for small and medium sized enterprises (SMEs). Further, it recommends the implementation of sustainable structural reforms in product and service markets, as well as in inclusive labour, health, housing and pension markets, in order to efficiently support the recovery. It also stresses that the EU and its Member States cannot compete on general or labour costs alone, but need to invest more in research, innovation and development, education and skills, and resource efficiency, at both national and European level. The resolution notes that the Commission considers that fiscal sustainability remains a priority and that challenges persist, and the legacies inherited from the crisis need to be addressed. It underlines that all Member States are obliged to comply with the Stability and Growth Pact (SGP), with full respect of its existing flexibility clauses. It insists that there should be no differentiated treatment between Member States, and notes that only a fiscal policy that respects and follows Union law will lead to credibility and trust between Member States.
The resolution calls, among others, for improving the financing environment, maximising the use of European Structural and Investment Funds and increasing the geographical and sectoral coverage of the European Fund for Strategic Investments (EFSI). It also calls for reforms in taxation with a view to tackling the high tax burden on labour in Europe, improving tax collection, combating tax avoidance and tax evasion, making tax systems simpler, fairer and more efficient as well as enhancing transparency among the Member States in the field of corporate taxation. It invites the Commission and the Council to be as specific as possible when addressing fiscal recommendations under the preventive and corrective arms (SGP) in order to increase transparency and enforceability of the recommendations, and it considers that macroeconomic imbalances inside Member States should be addressed in line with the Macroeconomic Imbalance Procedure (MIP) through efforts involving all Member States, building on relevant reforms and investments.

The resolution also discusses euro area developments and welcomes in particular the Commission's Communication on a positive fiscal stance and its intention to contribute to the better coordination of economic policies in the euro area. It notes however that there were divergent views regarding the potential and level of an aggregate fiscal stance target, and welcomes the ongoing work of the independent European Fiscal Board on this matter. It also comes out in favour of improving the structure of public budgets, by prioritising the financing of indispensable expenditure, the building of buffers for unforeseen needs and growth-enhancing investments, and it recalls that the composition of national budgets is decided at national level taking into account CSRs.
The resolution highlights the importance of national Parliaments debating country reports, CSRs, national reform programmes and stability programmes. It calls on Member States to involve local and regional authorities in a structured manner in the Semester process. The resolution also urges the Commission to launch negotiations on an inter-institutional agreement on economic governance.

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

(Paragraph 9) The call on the Commission to step up its efforts to improve the financing environment

The Commission is committed to facilitating access to finance for SMEs. Under the current Multiannual Financial Framework, the Commission has set up centrally managed innovative financial instruments (under the programmes COSME, Horizon 2020, EaSI and CCS) that ensure easier access to equity and debt financing for SMEs across the EU. These initiatives are complementary to the support to SME access to finance offered by the EIB, EIF, national initiatives and also the European Structural and Investment Funds (ESIF).

In addition, from 2015 significant support to SME financing has been provided under the EFSI SME Window. After less than two years, more than 250 operations have been signed with financial intermediaries by the European Investment Fund for a total investment volume of EUR 69.3 billion. More than 391,200 SMEs and mid-caps in all 28 Member States are expected to benefit on the basis of these operations signed up until 15 May 2017, with many more still in the pipeline.

Given the very promising results delivered by EFSI already, the Commission is committed to the extension of the EFSI, both in terms of duration and financial capacity (EFSI 2.0). In the proposal for EFSI 2.0 that was presented by the Commission in September 2016, the Commission indeed proposes an even larger share of EFSI to be dedicated to financing for SMEs.

In addition, the Commission is committed to provide further support to SME financing also in the future and will prepare proposals for financial instruments dedicated to SMEs in the next Multiannual Financial Framework (MFF 2021-2027).

(Paragraph 12) The call to speed up and maximise the use of European Structural and Investment Funds (ESIF)

The Commission has undertaken several actions in the current programming period in order to ensure successful implementation across the 28 Member States. The aim of these actions is to assist Member States in the implementation stage, taking account of their specific needs. Slowly performing Operational Programmes are a priority for the Commission, and special monitoring of such programmes has been established at the level of DG REGIO's management board. This monitoring is done regularly and the list of slowly performing Operational Programmes is reviewed regularly. At national level, where there are specific bottlenecks in implementation, the Commission services agreed with national authorities on a set of actions to address them. A list of the main issues to be discussed with all Member States in 2017 has been identified, including quality of payment forecasts, communication, designation and slow implementation. Furthermore, the Commission services monitor closely the designations and fulfilment of ex-ante conditionalities, and provide a wide range of technical assistance and advisory services (Peer2Peer, JASPERS) in order to assist Member States.

(Paragraph 14) The call on the Commission to accelerate its work on the Capital Markets Union (CMU)

The Commission has announced its determination to accelerate work on the Capital Markets Union in the Communication “Capital Markets Union – Accelerating Reform” of 14 September 2016. In the light of this commitment, the Commission will present a concrete programme of measures to reinforce the ambition and momentum of the CMU in the mid-term review, scheduled for adoption in early June 2017. This will be an important milestone in assessing the effectiveness of the measures taken so far to address policy challenges, and in further shaping the CMU to ensure it boosts the capacity of the EU to support a resilient non-bank financial ecosystem. To prepare the mid-term review, the Commission has carried out a public consultation to gather stakeholders' views on how to complement and advance the actions put forward in the CMU Action Plan. The Commission is currently analysing the 200 responses received (the consultation ended on 17 March 2017).

The support of the co-legislators is crucial in developing Europe's capital market system as a strong source of finance for business and infrastructure investment and for Europe's energy transition needs. The Joint Declaration can be a useful vehicle to facilitate progress in the adoption of key proposals.

(Paragraph 15) The call on the Commission to identify and implement projects that support and attract market-based investment for high-growth companies

Indeed high-growth and innovative companies face significant barriers when trying to obtain equity- or debt-based financing. The constraints are often due to their innovative business models that are more difficult to assess for traditional financiers as well as due to less predictable income generation and lack of collateral, especially in case of companies based on intellectual property. Although developing very fast, alternative financing channels continue to play a small role in the EU, particularly for SMEs.

The Commission is implementing several measures to address these issues, supporting equity financing through the venture capital market as well as debt financing through lenders.
In particular, under the SME window of EFSI, the Commission and the EIB have agreed on enlarging the EIB Risk Capital Recourses Mandate, providing higher firepower to EIF equity investment in venture capital and equity funds. In complementarity to this, in July 2016, the Commission and the EIF launched an equity product under EFSI, an EUR 2 billion equity investment facility, that invests in traditional venture capital and private equity funds in Europe, but also supports social investments, funds of funds and business angels.

In addition, under EFSI the Commission is promoting the establishment of one of more Pan-European Venture Capital Fund-of-Funds to support innovative investments in Europe. The Pan-European Venture Capital Fund-of-Funds will combine public finance with private capital and contribute to the efforts to overcome the fragmentation and limited scale that currently hamper the development of venture capital as an asset class in the EU.

Lending to innovative companies is supported by the Commission under Horizon 2020 through a number of InnovFin financial instruments. By 2020, InnovFin is expected to make over EUR 24 billion of debt and equity financing available to innovative companies to support EUR 48 billion of final research and innovation (R&I) investments.

On the regulatory side, the Commission has adopted a proposal to review the European Venture Capital Funds (EuVECA) Regulation to boost investment into EuVECA funds and make it easier for investors to invest in high-growth SMEs.

(Paragraph 18) The call on the Commission to take the necessary action on the basis of the "Call for evidence: EU Regulatory Framework for Financial Services", to reduce red tape, simplify regulation and improve the financing environment

In November 2016 the Commission adopted a Communication on the Call for Evidence which concluded that, whilst the financial services framework in the EU was working well, targeted follow-up measures were required in the following four areas:
(1)
reducing unnecessary regulatory constraints on financing the economy;
(2)
enhancing the proportionality of rules without compromising prudential objectives; 

(3)
reducing undue regulatory burdens; and

(4)
making the regulatory framework more consistent and forward-looking.
The Commission is committed to following up on these measures and is making good progress. A public status update will be provided by the end of this year. Key deliverables include the following:

· The proposal amending the Capital Requirements Regulation, adopted by the Commission in November 2016, has proposed a range of key initiatives to safeguard banks' capacity to finance the economy. For instance, adjustments and phase-in periods have been introduced to the implementation of the Leverage Ratio, the Fundamental Review of the Trading Book (FRTB) and the Net Stable Funding Ratio (NSFR) in the EU. The proposal also extends the "SME supporting factor" and reduces credit risk capital requirements for banks' investments in infrastructure projects. The proposal also contains a range of proportionality measures, including on remuneration, the treatment of trading book market and counterparty credit risk and reporting requirements.

· The Commission is in the process of lowering the calibration of risk charges for insurers' investments in infrastructure corporates.
· The Commission is working to simplify and increase the efficiency of the requirements of the European Market Infrastructure Regulation (EMIR) while reducing disproportionate costs and burdens caused by the requirements, in particular for non-financial counterparties, small financial firms and pension funds, but without jeopardising financial stability.

· The Commission has launched a project that will identify concrete avenues to increase the efficiency of the overall reporting framework. A REFIT fitness check will be performed in conjunction with an external stakeholder group (including the European Supervisory Authorities (ESAs), the Single Supervisory Mechanism (SSM) and the Single Resolution Board (SRB)). Alongside this REFIT review, the Commission is developing policy solutions to reduce the reporting burden, for instance through a project on financial data standardisation (FDS) which explores avenues to develop a common financial language and a "report once" principle.

· On 23 March 2017, the Commission published a consultation seeking input from stakeholders on its approach to technological innovation in financial services. The consultation phase runs until 15 June 2017. The feedback of this public consultation will help the Commission understand how Fintech can make the single market for financial services more competitive and efficient.

(Paragraph 21) The call to step up efforts to improve the business environment for investments, inter alia by fully implementing and enforcing EU Single Market legislation

The Commission agrees that to deliver on its priorities and increase investment and promote sustainable growth and jobs, a well-functioning Single Market and the full implementation of the Single Market strategy and Digital Single Market strategy are essential.

To further reduce the number of restrictions in product and services markets, the Commission has made a series of concrete proposals to advance that agenda and promote structural reform in the Services Package adopted on 11 January 2017, including proposals for a new European services e-card, a systematic proportionality assessment of national rules on professional services and improved notification of draft national laws in the area of services, as well as guidance on national reform recommendations for regulated professions. The Commission is assessing the implementation by Member States CSRs to increase competition in services and network industries, improve the business environment and reduce barriers.

The Commission also pursues its Single Market governance strategy to ensure a proper implementation and enforcement of EU legislation in all Member States, including: ambitious implementation objectives; additional assistance to Member States in the implementation process; further development of online governance tools for information (Your Europe), problem-solving (Solvit) and monitoring performance (online Single Market Scoreboard). The Commission further notes that it has now delivered nearly all of the Digital Single Market Strategy proposals, and welcomes the joint efforts with the European Parliament and the Council to make those a reality for European citizens and businesses. Swift adoption and implementation of the single market proposals is crucial. This was also underlined by the European Council conclusions from June 2016 which call for implementation by 2018.

(Paragraph 29) The call on the Commission to focus efforts on cost-effective spending on high-quality healthcare, and on universal access thereto

The Commission remains fully committed to support Member States in their pursuit on cost-effective spending on high-quality healthcare, while striving for universal access to it. This has been confirmed in the 2017 Annual Growth Survey: "To safeguard sustainable health systems and support their positive contribution to population health and economic prosperity, further policy action will be needed enabling the individual to stay healthy for longer, while making health systems more effective, accessible and resilient."

Moreover, the Commission-Council "Joint Report on Health Care and Long-term Care systems & Fiscal Sustainability identified good practices on improving the cost-effectiveness of health systems and provides a very detailed account of country-specific challenges for each Member State.
 The Council confirmed these important challenges in its Conclusion of 8 November 2016. 

(Paragraph 30) The request on the Commission to publish regular fiscal sustainability assessments for each Member State, as part of the annual country reports, and the suggestion to develop an indicator to assess the effect of public finances and annual budgets on future generations

The Commission is monitoring the sustainability of public finances in accordance with the provisions of the SGP. The Commission regularly updates and publishes fiscal sustainability assessments for each Member State. These assessments are published in the Fiscal Sustainability Report, updated every three years
, and in the Debt Sustainability Monitor, updated every year (first publication in January 2017)
. These regular fiscal sustainability assessments are used in the annual Country Reports, and more generally feed into the different strands of the European Semester policy coordination. They are in particular used in the assessment of Stability and Convergence Programmes, as well as the euro area Draft Budgetary Plans.
The analysis of fiscal sustainability, which has been substantially strengthened over the last few years, takes into account all country-specific factors, such as demographical developments (in particular with the use of long-term budgetary projections prepared by the Economic Policy Committee – Ageing Working Group)
. The budgetary impact on future liabilities linked to population ageing is taken into account in the medium-term public debt projections, as well as the sustainability indicators developed by the Commission analysing long-term fiscal developments (including the S2 long-term fiscal sustainability indicator).
(Paragraph 36) The call to the Commission to submit a comprehensive assessment of its experience in implementing the Treaty on Stability, Coordination and Governance (TSCG)

The Commission recalls that Article 16 of the TSCG makes a general reference to assessment of experience and not to an assessment of Commission's experience with TSCG implementation. This precision is necessary as it reflects the fact that the TSCG has not conferred upon the Commission any implementation-related tasks.

In particular, through Article 8 of the TSCG, the Contracting Parties gave the Commission a clear and well-circumscribed mandate, which is to provide in due time a report on the compliance of the national provisions transposing the Fiscal Compact, as a basis for possible legal actions before the EU Court of Justice.

The report adopted by the Commission on 22 February
 takes stock of all measures adopted and/ or committed by the Contracting Parties and clearly identifies further measures to be adopted in specific cases.
Moreover, it should be noted that, pursuant to the TSCG (Article 3.2), the national independent monitoring institutions have the explicit responsibility to monitor compliance with the relevant national provisions, i.e. national implementation.
(Paragraph 40) The suggestion to be as specific as possible when addressing fiscal recommendations under the preventive and corrective arm of the SGP in order to increase transparency and enforceability of the recommendations

The Commission has always addressed its fiscal recommendations in a transparent manner. The Commission together with the Council have undertaken efforts to simplify the way in which the SGP is applied and improve its predictability, following the Commission Communication on "Steps towards Completing Economic and Monetary Union" of 21 October 2015. Notably, the Commission and the Member States have recently agreed upon a common specification of the methodology which places greater emphasis on the use of an expenditure benchmark for setting and assessing fiscal policies under the SGP. The evolution of the rules and surveillance practices are timely reflected in the "Vade mecum on the Stability and Growth Pact", updated annually.
However, the Commission is not favourable to the inclusion of the target date of the country-specific medium-term-objective and the required fiscal adjustment in the CSRs.

The Commission recalls that under the SGP, the Member States are bound to attain a country-specific medium-term objective (MTO) for their budgetary position. In accordance with Regulation (EC) 1466/97, the Member States are obliged to communicate their Stability and Convergence Programmes (SCP), including medium-term budgetary plans together with fiscal adjustment path towards the MTO, achieved within the time horizon of the SCP. The Commission assesses the content of these programmes in terms of compliance with the requirements of the Pact. In this context, the Commission proposes, every spring, ex-ante guidance for fiscal policy, which, if approved by the Council, becomes a CSR. This proposal is based on the so-called matrix of requirements, specified in the Commonly Agreed Position on Flexibility in the SGP endorsed in February 2016. The annual required fiscal effort is varied taking into consideration both the economic cycle, the debt level and sustainability needs of each Member State. The application of the matrix means that the achievement of a Member State's MTO within four years cannot be guaranteed in advance.

The interpretation provided by the Commission is in line with the Article 5 of Regulation (EC) No 1466/97, which sets the obligation for Member States to reach the MTO within the timeframe of the SCP, but also provides that the annual fiscal effort has to be of 0.5 % of GDP as a benchmark, with "a higher adjustment effort (…) made in good economic times, (…) more limited in bad times." This requires that the Commission needs to link the required adjustment effort to the Member State’s position in the economic cycle as well as its fiscal consolidation needs.
Moreover, when taking policy measures to achieve the recommended budgetary adjustments under the preventive arm of the Pact, Member States should consider the need to support the recovery and the potential impact on employment. In carrying out its future assessments, the Commission stands ready to use its margin of appreciation in cases where the impact of large fiscal adjustment on growth and employment is particularly significant. In this context, it will make use of any updated information regarding the projected position in the economic cycle of each Member State and work closely with the Council to that effect.
(Paragraph 51) The request to formulate the country-specific recommendations in a way that makes progress measurable, in particular for cases where the policy recommendation repeatedly targets the same policy area and/ or where the nature of the reform requires implementation beyond one Semester cycle

CSRs set the policy objectives for the next 12 to 18 months. In order to increase the ownership of reforms and to contribute to better reform implementation, in 2015 the Commission introduced greater focus by significantly decreasing the number of recommendations, only covering key priority issues of macro-economic and social relevance that require Member States' immediate attention. The recommendations also put the focus on what to achieve, instead of prescribing how to achieve it, in order to guide Member States while leaving the necessary room for manoeuvre. The 2016 recommendations consolidated this approach.

(Paragraph 54) 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 in 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.
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