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

The Commission welcomes the resolution, and the enquiry by the Parliament's Committee on Economic and Monetary Affairs (ECON) from which it resulted. The Commission cooperated fully with the ECON enquiry, including by providing written replies to a comprehensive questionnaire from ECON and by appearing at both political and technical levels at ECON hearings.

This section summarises the main themes of the Resolution while Section 7 sets out the Commission's position on the specific recommendations.

The Commission broadly shares the Parliament's view in relation to the majority of the statements and recommendations in the resolution, but there are a number of areas where the Commission's position differs from the views expressed in the resolution.

The resolution is broad-ranging. It discusses the democratic legitimacy of the Troika, the economic justification of measures recommended to EU Member States that have received a financial assistance programme, and possible changes in the future set-up of financial assistance for euro area Member States. Key points include:

· Context and responsibility of programmes: The resolution acknowledges that the immediate aim of avoiding disorderly defaults was achieved and that the challenges that the Troika was set up to tackle were immense. It suggests that EU institutions were made a scapegoat for the adverse effects of macroeconomic adjustment programmes, when political responsibility lies with national finance ministers and the European Council.

· Troika functioning and transparency: The resolution suggests that differences in mandates, decision-making structures and lines of accountability between the three Troika institutions – the Commission, the IMF and the European Central Bank (ECB) – led to an insufficient overall level of democratic scrutiny and accountability with respect to the financial assistance programmes. As a first step, the resolution advocates laying down clear, transparent and binding rules of procedure for the interaction of the Troika institutions and regulating the allocation of tasks between them. An improved communication strategy is also seen as an "utmost priority".

· Programme design and economic impact: The resolution suggests that national authorities faced a choice between possible default and accepting policy conditions set out in Memoranda of Understanding (MoUs) negotiated with the Troika. It proposes that European guidelines should be established to ensure appropriate democratic control of such conditions. The Troika is criticised for taking a "one-size fits all" approach, without due consideration for differing circumstances on the ground in different Member States. The resolution also considers that the Troika was not able to adapt initial policy prescriptions when they proved to be ineffective or based on inaccurate assumptions, in particular when forecast economic growth did not materialise and fiscal multipliers and unemployment proved higher than anticipated.

· Social and employment dimensions: The resolution argues that the MoUs should better reflect the social and employment dimensions of policy, to avoid the risk that these issues are sacrificed unnecessarily. It suggests that the measures set out in MoUs were not always consistent with the Europe 2020 strategy, and that they did not always respect the Charter of Fundamental Rights and the EU Treaties. The resolution proposes that each Member State signing up to a macroeconomic adjustment programme should benefit from a "growth task force" to ensure that budget cuts are accompanied by growth-friendly measures. The resolution also advocates much closer involvement of social partners, national parliaments and the European Parliament in programmes, to ensure accountability and a sense of ownership.

· Institutional reform: The resolution recommends a radical rethinking of the institutional set up of programme governance and of the Troika in the medium term. It proposes that the IMF should only be involved on a limited and optional basis, that the ECB should be present only as a silent observer, and that the European Commission's role should be taken over by a European Monetary Fund (EMF). The Resolution calls for a proposal for the establishment of an EMF to be tabled by the Commission by the end of 2014. It also advocates moving financial assistance instruments from an intergovernmental to an EU Treaty basis.

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

Nine of the recommendations of the resolution are addressed to the Commission directly. This fiche also addresses other statements and aspects of the total of 54 recommendations which are relevant to the Commission in its role as part of the Troika.

The resolution concurs with the views of the Commission on a wide range of issues. The statements and recommendations which the Commission welcomes include:

· The acknowledgement of the difficult economic and financial situation at the onset of the crisis (paragraph 1).

· The recognition of the fact that the Commission cooperated and participated in the Parliament's enquiry into the role and operations of the Troika (paragraph 64).

· The recognition of the importance of the adoption of measures to safeguard tax revenues, in particular for programme countries (paragraph 76).

There are areas where the Commission would like to highlight continuing work to improve procedures in relation to programme countries:

· Call for clear rules of procedure for interaction between the Troika institutions (paragraph 66): Despite a challenging situation, and a necessary learning phase, cooperation between the Commission, IMF and ECB within the Troika on programme countries has been overall good and effective. The Troika model allows for expertise to be pooled in order to assist best the Member State concerned in developing a strategy to address the economic and financial challenges it faces. A division of responsibilities between the Troika partners already exists, reflecting the strengths of each of the institutions. This notwithstanding, the Commission, together with the IMF and the ECB, is exploring possibilities for further operational refinements within the Troika framework.
· Call for an improved communication strategy for financial assistance programmes (paragraph 67): The Commission recognises the importance of how the Troika partners communicate on matters related to financial assistance programmes, and agrees with the resolution that effective communication is a critical element for sustaining a broad level of support for adjustment programmes. The Troika partners are independent institutions and communication was not always consistent across Troika partners in the initial phase of joint programme work, but this has improved over time and approaches to communication have been streamlined. The Troika partners and the Member States should continue their efforts to this end. Regarding in particular the Commission's communication strategy around the programmes, the intention is to make further improvements, including in relation to messages that respond to the genuine concerns of ordinary citizens in a language they can understand, as well as more systematic outreach to social partners and other stakeholders. The Commission is therefore open to explore possibilities for further improvements in communication in order to convey clear and consistent information to the public, including in cooperation with the Parliament, as well as with the Council and the Eurogroup.
· Call for an effective involvement of social partners in design and implementation of adjustment programmes (paragraphs 78, 82): Social dialogue in programme countries has an important role to play in broadening the ownership of the adjustment and reform strategy, and by helping to develop fair and equitable policies. Major reforms with a view to improving the functioning of the labour market and promoting job creation may only be successful and sustainable if broadly supported. Therefore, the Commission is cooperating with social partners and governments in programme countries, as well as the ILO, to foster the conditions for the successful involvement of social partners in the formulation and implementation of reforms. The ultimate responsibility for the implementation of the economic policy conditions attached to a programme lies with the government of that Member State. This extends to fostering the conditions for the successful involvement of social partners in the formulation and implementation of reforms.
· Call for greater accountability and transparency, including to the Parliament, in the Commission's role in the design and monitoring of financial assistance programmes (paragraphs 69, 83-85): The Commission agrees that democratic accountability of the crisis resolution strategy is crucial for its wide acceptance in the EU Member States. All MoUs have been agreed upon by democratically-elected national governments and parliaments. The Vice President for Economic and Monetary Affairs and the Euro will continue to interact with the Parliament's ECON Committee and to respond to the European Parliament as part of the Economic Dialogue or to the Plenary as needed. The accountability of the Commission to the Parliament is at political level and hence it would be inappropriate for Commission staff to be heard by the Parliament before taking up mission duties.

· Conformity of the financial assistance programmes with Regulation (EU) No 472/2013: The following observations define the position of the Commission following the call to act made by the European Parliament (paragraph 83 invoking Article 265 TFEU): Regulation 472/2013 on the strengthening of economic and budgetary surveillance of euro area Member States came into force on 30 May 2013, when the adjustment programmes were already well under implementation. By this Regulation, the legislator has formally endorsed the involvement of the Troika in programme countries and set out rules on transparency and accountability of the Commission as a member of the Troika. The provisions of Regulation 472/2013 formalise existing ad hoc approaches in implementing financial assistance programmes. As foreseen in Article 19 of the Regulation, in February 2014 the Commission submitted a report to the Parliament on the application of the Regulation. The Commission complies with the Regulation, including with respect to financial assistance programmes, as the following examples demonstrate. With respect to Article 7 (1) and 7 (4) the Commission has always published the compliance reports of each quarterly programme review. The Commission has engaged in dialogue with the Parliament and responded positively to requests for hearings, including before the Regulation came into force. In January 2014, the Vice President for Economic and Monetary Affairs and the Euro orally informed the Chair and Vice-Chairs of Parliament's ECON committee of the progress made in the implementation of the programmes and on the conclusions drawn from the monitoring of the programmes. As envisaged in Article 7 (5), the programmes have been adjusted where necessary, for example in modifying the fiscal adjustment path in Greece and Portugal in the EDP to take into account unexpected changes in the macroeconomic situation. The Commission has provided technical assistance through the Task Force for Greece and the Support Groups for Portugal and Cyprus, as foreseen in Article 7 (8). In line with the provision in Article 7 (11), in all euro area programme countries Commission representatives have appeared before relevant (financial and/ or economic) committees of the national parliament, with differing frequencies, at technical and/or political level, and at the initiative of the Commission or of the national authorities themselves. As prescribed in Article 8, the Troika partners and national authorities regularly meet social partners and other domestic stakeholders to understand their concerns about programme conditionality. Measures to reinforce the efficiency and effectiveness of revenue collection capacity and the fight against tax fraud and evasion, as specified in Article 9, have been encouraged since the outset of the macro-economic adjustment programmes. In Greece for instance, the fight against tax evasion is crucial for several reasons, including social fairness, and has been integrated in the conditions set out in the MoU. Following the successful completion of their financial assistance programmes, Ireland and Spain are now subject to post-programme surveillance, in line with the provisions in Article 14. Portugal will also be subject to post-programme surveillance following the successful completion of its programme in May 2014.

There are a number of recommendations where the Commission partly shares the views expressed in the resolution:

· Request for an evaluation of the awarding of contracts to external consultants (paragraph 68): It is the responsibility of the Member States concerned to contract for advisory services, provided to the national authorities, carried out within the context of financial assistance programmes. This includes the handling of the selection process which is fully under the control of the governments of beneficiary Member States. As in any other cases, the Commission insists on the full application of EU procurement rules.
· Call for the full involvement of the Commission services and of other national and international bodies in programmes, including through a "growth task force" (paragraphs 79, 86, 91): The Commission, as a member of the Troika, has from the very beginning been drawing on a wide range of expertise when designing and monitoring the implementation of adjustment programmes. This concerns both the involvement of many Commission services as well as of the specific task forces or technical support groups set up by the Commission to support the Greek, Portuguese and Cypriot authorities. The Commission will continue to include all relevant actors in the future. Discussions on further growth-enhancing measures should continue to be fully integrated in a comprehensive strategy to deliver both stability and growth in programme countries.

· Request to examine the state aid implications of emergency liquidity assistance (ELA) (paragraph 89): The provision of emergency liquidity assistance (ELA) is a monetary policy issue, of the exclusive competence of the ECB. The Commission does not comment, in full respect of the ECB's independence. The ECB updated ELA procedures on 21 February 2014. The supply of emergency liquidity assistance to a solvent bank does not constitute state aid.
· Request to ensure representation of the euro area in the IMF and other international financial institutions (paragraph 99): Streamlining and, where possible, unifying the external representation of the euro area in the IMF remains an important goal, as set out in the Commission's Blueprint for a Deep and Genuine Economic and Monetary Union on 28 November 2012.
· Integrating the ESM in the European Union's legal framework and creation of the European Monetary Fund on the basis of Union Law (paragraphs 106, 112, 115): Under the current circumstances, the view of all Troika partners is that the Troika functions well and effectively in difficult circumstances and the institutions concerned should continue their joint work for the foreseeable future. In the context of wider institutional discussions on the deepening of EMU, for the future governance of financial assistance mechanisms – such as a possible European Monetary Fund – the Commission is in favour of the Community method, which combines efficiency and appropriate checks and balances. The Commission is willing to engage in the debate on the future of the ESM. For example, the Commission has already made a proposal in the November 2012 EMU blueprint on integrating the ESM into the Union framework.

There are some issues related to the management of adjustment programmes where the Commission's position differs from the views expressed in the resolution:

· MoUs are at odds with the Lisbon and Europe 2020 strategies (paragraph 31): In the Commission's view, the structural reforms envisaged under economic adjustment programmes aim to help achieve the Europe 2020 targets. In particular, the programmes entail reforms of the labour market, social security and welfare systems, public administration, services and network industries, the judicial system, licensing and the rental market in order to strengthen the economy’s growth potential, improve competitiveness and facilitate a fair economic adjustment. Programme countries are not fully exempted from the European Semester reporting: reporting on Europe 2020 targets continues for programme countries and reports are regularly published on the Commission website.

· Adequate information on the programmes has not always been available, and request to the Commission to publish ex-post evaluations of Troika participation (paragraphs 37, 83): The Commission already publishes regularly information on the reviews of the programmes and its compliance reports. The Commission also participates actively in dialogues with the European Parliament, including with the Parliament's ECON committee in the context of the enquiry which led to the resolution. Ex-post evaluations can only be made after the expiry of a programme; the Commission will consider how they could be included in the two-pack review report.
· The programmes were not sufficiently flexible (paragraph 69): The programmes have proven flexible enough to cope with unexpected challenges, and have been adjusted where necessary. For example, the fiscal adjustment path has been modified for Greece and Portugal to take into account unexpected changes in the macroeconomic situation. The policy conditionality included in the MoUs is also updated at each programme review.

· Demand that the Troika considers the revision of MoUs on the basis of evidence on fiscal multipliers (paragraph 71): Economic outcomes in programme countries have been influenced by many internal and external factors, and, as noted above, the programmes have been adjusted where necessary to reflect changes in the macroeconomic situation. The euro area adjustment programmes were set up against the background of a worldwide recovery that did not materialise as expected. The exceptionally high uncertainty that prevailed until the summer of 2012, including due to the lengthy debate about Greek debt restructuring and the integrity of the euro area, had a negative impact on domestic demand, in the euro area in general and in the programme countries in particular. In addition, the multiplier effect of fiscal measures cannot be considered in isolation. The finding that large fiscal consolidations may be associated with short-term growth shortfalls does not mean that smaller consolidations would have resulted in better growth outcomes. Highly indebted periphery countries were obliged to take wide-ranging consolidation measures, having lost access to the financial markets. They faced the risk that a slower pace of consolidation would raise fears of sovereign default being a self-fulfilling prophecy, with potentially worse economic consequences.

· Request for further debt sustainability assessment and consideration of further debt restructuring for Greece (paragraph 72): The sustainability of Greek public debt is assessed on a regular basis and has been confirmed recently in the context of the fourth review of the second macroeconomic adjustment programme. Moreover, in November 2012, the Eurogroup stated that euro area Member States will consider further measures and assistance, if necessary, when Greece reaches an annual primary surplus, conditional on full implementation of all conditions contained in the programme in order to ensure that Greece can reach a debt-to-GDP ratio of 124% of GDP in 2020, and a debt-to-GDP ratio substantially lower than 110% in 2022. Preliminary estimates suggest that Greece will have met the 2013 primary balanced budget target in the programme with a sizeable margin. Any possible discussions on further measures and assistance to Greece hinge first and foremost upon the continued achievement by Greece of fiscal targets, and full programme implementation.
· Suggestion that the measures set out in MoUs were not bound by, and did not always respect, the EU Treaties and international labour standards, including the Charter of Fundamental Rights (paragraphs 73, 80-81): The Commission pays the greatest attention, in particular when discussing the MoUs, to the respect of the EU Treaties and international labour standards, including the principles set in the EU Charter of Fundamental Rights, as shown in the Commission's 2013 Report on the application of the Charter. Even if the EU Charter does not apply directly to MoUs (with the exception of the EFSM ones), since they are not part of EU law (cf. Article 51 paragraph 1 of the Charter defining its scope), MoUs agreed between lenders and programme countries explicitly call for labour reforms to be taken in compliance with EU laws and ILO core labour standards, in particular since the programme countries have ratified core ILO labour standards. Moreover, the MoUs recommend that reforms to labour and social security legislation take place after consultation with social partners. The Commission objects to the allegation that the MoUs violated the EU Charter or other EU law; the European Court of Justice has not found that any measures adopted in the framework of economic adjustment programmes are in non-compliance with the EU Charter. The ultimate responsibility for the implementation of the economic policy conditions attached to a programme lies with the government of that Member State. This extends to fostering the conditions for the successful involvement of social partners in the formulation and implementation of reforms. The Commission is cooperating with the ILO in its surveillance activities to ensure that the implementation of the programme is compatible with the respect of labour standards.
· Call for future involvement of the IMF in the euro area programmes to be limited and optional (paragraphs 96-98): Given that IMF financial assistance is provided upon request by the member country, and since all euro area Member States are IMF members, a Member State has the possibility to request an IMF programme. Moreover the involvement of the IMF was supported by the EU legislator as well as the ESM Members: Regulation (EU) N° 472/2013 states that a Member State shall prepare a draft macroeconomic adjustment programme "…in agreement with the Commission, acting in liaison with the ECB and, where appropriate, with the IMF…". In the specific case of the ESM Treaty, Article 13 states that the task of negotiating an MoU should be entrusted to "…the European Commission – in liaison with the ECB and, wherever possible, together with the IMF…". As noted above, it is the view of all Troika partners that the Troika has functioned well and effectively in difficult circumstances and that the institutions concerned should continue their joint work for the foreseeable future. In the Commission's view, the idea of an optional IMF exit during an ongoing programme would have serious drawbacks, including sending a negative signal to the markets.
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