Follow up to the European Parliament resolution with recommendations to the Commission on improving the economic governance and stability framework of the Union, in particular in the euro area, adopted by the Commission on 9 February 2011
1.
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2.
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Subject: Recommendations to the commission on improving the economic governance and stability framework of the union

5.
Competent Parliamentary Committee: Committee on Economic and Monetary Affairs (ECON)

6.
Brief analysis/assessment of the resolution and requests made in it:
This European Parliament (EP) resolution presents suggestions to enhance economic policy coordination mechanisms in the EU. It seeks to reinforce independence and robustness of policy surveillance as regards macro-economic policy in the EU and the euro area, the thematic elements of the Europe 2020 strategy and the EU instruments, financial market supervision and regulation, and the EU statistics.

It presents eight recommendations on different elements of economic governance namely: framework for economic policy surveillance; strengthening the Stability and Growth Pact; enhancing economic governance in the euro area; crisis resolution mechanism for the euro area; EU budgetary, financial and fiscal instruments; financial market regulation and supervision; EU statistics; and the external representation of EU in the area of economic policies.

As regards strengthening macro-economic surveillance, recommendations developed in the resolution to a large extent correspond to the legislative proposals adopted by the Commission on 29 September and to the agreements on the European Semester reached by the Council and/or the European Council in 2010 (Recommendations 1 and 2).

As regards governance framework, the resolution suggests inter alia to establish framework for reinforced monitoring in the euro area and the EU27, to reinforce annual euro area surveillance, to increase the transparency and accountability of the decision-making of the Eurogroup by strengthening their accountability to the European Parliament, and to strengthen coordinating role of the Commissioner in charge of Economic and Monetary Affairs (Recommendation 3).

As regards establishing a crisis resolution mechanism for the euro area, the resolution recommends to carry out assessment and feasibility study on a possible permanent crisis resolution mechanism with a possibility for non-euro area Member States to join it on a case-by-case basis under certain conditions, and to explore options for linking such a mechanism to the EU multiannual financial framework (Recommendation 4).

As regards the EU budgetary, financial and fiscal instruments, the resolution calls for reinforcement of the EU cohesion policy and use of the EU budgetary funds, with more prominent role given to EIB, and invites the Commission to consider feasibility of establishing the EU project bonds. It also proposes to establish a high-level policy group chaired by the Commission to study potential institutional changes within the ongoing governance reforms, including possibility of a European Common Treasury and a high-level tax policy group a mandate to develop strategic approach to tax policy (Recommendation 5).
As regards financial market regulation and supervision, the resolution proposes to ensure consistency of the legislative initiative with the macro-economic policies taking due account of interlinkages between financial markets and macro-economic policies and to reinforce powers of the European Supervisory authorities (Recommendation 6).

As regards improving the reliability of EU statistics, the resolution recommends to ensure implementation of the agreed political commitments on statistics, to reinforce powers to the Eurostat, improve harmonisation of data, and to establish sanctions for non-compliance with the established statistical principles (Recommendation 7).

Finally, as regards improving the external representation of the EU in the area of economic and monetary affairs, the resolution calls for agreement for the euro area/EU representation in the IMF and other international fora, establishing a clear external economic policy agenda, and considering other long-term solutions for strengthening the EU's external dimension (Recommendation 8).

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

As indicated above, the resolution was prepared in parallel with the Commission's own work on enhancing the EU's economic governance.

As regards economic governance, the Commission has made the following progress:

· The legislative proposals on the instruments for economic policy surveillance were tabled on 29 September. They directly respond to many recommendations by the European Parliament, in particular as regards suggestions for a better surveillance of imbalances, stronger Excessive Deficit Procedure integrating the debt criterion, and more independence for the Commission with regard to the decisions on compliance by Member States. The Commission is closely working with the European Parliament and the Council under the ordinary legislative procedure to ensure a fast-track adoption of the economic governance legislation in summer 2011.

· Commission and the Council advanced on strengthening the surveillance cycle under the European Semester. The Semester was endorsed by the June European Council and further specified by September ECOFIN Council. It will be implemented already in 2011 starting with a publication of the Annual Growth Survey by the Commission in January.

· In order to ensure accountability and transparency of the EU-level assessment of national reforms, the Commission will prepare independent evaluations under the European Semester and will ensure timely and effective reporting to the European Parliament in line with the Treaty provisions. The Commission made changes to its internal decision-making procedures in order to guarantee an efficient and rapid implementation of economic governance mechanisms. President Barroso sent a letter to President Van Rompuy (copied to President Buzek) explaining this on 11 October.

· The Commission launched work on a permanent mechanism for crisis resolution in its Communication of 12 May 2010. At the request by the October European Council, the Commission together with President Van Rompuy will present proposals for a permanent mechanism for crisis resolution in time for the December European Council.

As regards policy recommendations covered by Europe 2020, the Commission has launched several work streams in the course of 2010. In particular:

· in the Europe 2020 flagship initiatives the Commission has focused on employment dimension and on growth which is smart, sustainable and inclusive. The Commission presented several Communications including the Digital Agenda for Europe – Europe's strategy for a flourishing digital economy by 2020 (May); the Innovation Union initiative (October); Youth on the move initiative (October); the Industrial Policy for the globalisation era (October); and the Agenda for new skills and Jobs (November). Work on the European platform against poverty is in the pipeline.

· The Commission has also launched work to improve the EU level instruments. The Communication on the re-launch of the Single Market (October) provided a diagnosis of the 'missing links' and set the direction for a revitalisation of the Single Market to deliver on its full potential. Working together with the EIB, the Commission is exploring a possibility of using the EU project bonds for infrastructure investments.

· As regards a better use of the external policy instruments, the Commission together with G20 Member States advanced in the negotiations on the IMF governance reform and this work will continue under the French G20 Presidency in 2011.

· In September 2010, the Commission has called on Member States to frontload implementation of growth-enhancing reforms under Europe 2020 strategy, and will assess Member States' response in its Annual Growth Survey to be adopted in January.

As regards strengthening financial market regulation and supervision, the following action was taken recently:

· the new European supervisory structure was agreed and will enter into force in January 2011;

· EU has initiated an overhaul of its financial regulation, including reforms to bankers’ bonuses, credit rating agencies, bank levies, hedge funds and private equity firms, derivatives, short selling of credit default swaps, and deposit guarantee systems;

· EU has made progress on better provision of capital and is negotiating reforms to capital requirements internationally, within the Basel Committee on Banking Supervision. They are being implemented in the EU through amendments to the Capital Requirements Directive (CRD III and CRD IV).

As regards recommendations on statistics, last summer the auditing powers of the Eurostat to examine national fiscal statistics have been strengthened. Work is in the pipeline to improve the reliability of the EU statistics in line with a joint ESS strategy adopted in May 2010 and the Commission Communication on the production method of EU statistics adopted in August 2009.

Finally, the Commission proposals for the EU budgetary, financial and fiscal instruments in the next multi-annual financial framework of the EU are due in 2011.
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