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**II
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majority of the votes cast, to approve the common  position
majority of Parliament’s component Members, to reject or amend the common position


***
Assent procedure
majority of Parliament’s component Members except  in cases covered by Articles 105, 107, 161 and 300 of the EC Treaty and Article 7 of the EU Treaty
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majority of the votes cast
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Codecision procedure (second reading)
majority of the votes cast, to approve the common position
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majority of the votes cast, to approve the joint text

(The type of procedure depends on the legal basis proposed by the Commission)
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European Parliament legislative resolution on the proposal for a Council regulation amending Regulation (EC) No 1466/97 on the strengthening of the surveillance of budgetary positions and the surveillance and coordination of economic policies (COM(2005)0154 – C6‑0119/2005 – 2005/0064(SYN))

<ProcLect>(Cooperation procedure: first reading)</ProcLect>
The European Parliament,
<Visa>–
 having regard to the Commission proposal to the European Parliament and the Council (COM(2005)0154)
,

–
having been consulted by the Council pursuant to Article 252 and Article 99(5) of the EC Treaty (C6‑0119/2005),

–
having regard to Rule 51 of its Rules of Procedure,

–
having regard to the report of the {ECON}Committee on Economic and Monetary Affairs (A6‑0168/2005NRA),

</Visa><Action>1.
Approves the Commission proposal as amended;

2.
Calls on the Commission to alter its proposal accordingly, pursuant to Article 250(2) of the EC Treaty;

3.
Calls on the Council to incorporate Parliament's amendments in the common position that it adopts in accordance with Article 252(a) of the EC Treaty;

4.
Calls on the Council to notify Parliament should it intend to depart from the text approved by Parliament;

5.
Calls for the conciliation procedure to be initiated should the Council intend to depart from the text approved by Parliament;

6.
Asks to be consulted again if the Council intends to amend the Commission proposal substantially;

7.
Instructs its President to forward its position to the Council and Commission.</Action>
	<SubAmend>Text proposed by the Commission
	
	Amendments by Parliament


<Amend>Amendment <NumAm>1</NumAm>
<TitreAm>RECITAL 2 A (new)</TitreAm>
	 
	(2a)  The implementation of the fiscal framework, the surveillance and coordination of economic policies and their credibility rely on the quality, reliability and timeliness of fiscal statistics. The quality of statistics at national and Community level must be ensured in order to guarantee the independence, integrity and accountability of both national statistical offices and Eurostat.


<TitreJust>Justification</TitreJust>
<AmJust>The current debate on the credibility of the statistics on the public sector deficit of several countries show the need for strengthening of the commission supervisory powers.</AmJust>
</Amend>
<Amend>Amendment <NumAm>2</NumAm>
<TitreAm>RECITAL 2 B (new)</TitreAm>
	 
	(2b) The Commission should compare the figures submitted to it by the Member States with the reports submitted by the national central banks to the ECB.


<TitreJust>Justification</TitreJust>
<AmJust>To improve the control of the budgetary statistics the Commission should compare  the Member States' figures with the reports of the national central banks to the ECB.</AmJust>
</Amend>
<Amend>Amendment <NumAm>3 </NumAm>
ARTICLE 1, POINT 1

<TitreAm>Article 2 a (Regulation (EC) No 1466/97) </TitreAm>
	Medium-term objectives of budgetary positions close to balance or in surplus shall be set for every Member State in the framework of the procedure referred to in Article 99 (2) of the Treaty. These medium-term budgetary objectives shall be regularly reviewed and, where appropriate, revised. These country-specific medium-term budgetary objectives shall be set at a level which allows Member States to deal with normal cyclical fluctuations while keeping the government deficit below the 3 % of GDP reference value, ensure rapid progress towards fiscal sustainability and, taking this into account, allow room for budgetary manoeuvre, in particular for public investment.
	Medium-term objectives of budgetary positions close to balance or in surplus shall be set for every Member State in the framework of the procedure referred to in Article 99 (2) of the Treaty. These medium-term budgetary objectives shall be reviewed at least annually and whenever major structural and budgetary reforms are undertaken and, where appropriate, revised. Each Member State may establish an economic council of wise people to advise on the main macro-economic projections. These country-specific medium-term budgetary objectives shall be set at a level which allows Member States to deal with normal cyclical fluctuations while keeping the government deficit below the 3 % of GDP reference value, ensure rapid progress towards fiscal sustainability and, taking this into account, allow room for budgetary manoeuvre, in particular for public investment.


<TitreJust>Justification</TitreJust>
<AmJust>To review the medium-term budgetary objectives "regularly" is to vague and should be modified for "at least annually and any time major structural and budgetary reforms are undertaken"</AmJust>
</Amend>

<Amend>Amendment <NumAm>4</NumAm>
ARTICLE 1, POINT 2 A (new)

<TitreAm>Article 4, paragraph 1 (Regulation (EC) No 1466/97) </TitreAm>
	
	(2a) Article 4(1) is replaced by the following:

"1. Stability programmes shall be submitted before 1 March 1999. Thereafter, updated programmes shall be submitted annually for a period of two years. A Member State adopting the single currency at a later stage shall submit a stability programme within six months of the Council Decision on its participation in the single currency."


<TitreJust>Justification</TitreJust>
<AmJust>The submission of the updated stability programmes on a biannual basis will allow  a more medium-term planning of national budgets and budgetary reforms.</AmJust>
</Amend>
<Amend> <Members></Members>
Amendment <NumAm>5</NumAm>
<Article>ARTICLE 1, POINT 3 (A)

Article 5, paragraph 1, subparagraph 1 (Regulation (EC) No 1466/97)</Article>
	1. Based on assessments by the Commission and the Committee set up by Article 114 of the Treaty, the Council shall, within the framework of multilateral surveillance under Article 99, examine whether the adjustment path in the programme is sufficiently ambitious, whether the economic assumptions on which the programme is based are realistic and whether the measures being taken and/or proposed are sufficient to achieve the targeted adjustment path towards the medium-term budgetary objective. The Council, when assessing the adjustment path toward the medium-term budgetary objective, shall consider whether the Member State concerned pursues a minimum annual improvement of its cyclically-adjusted balance, net of one-off and other temporary measures and whether a larger improvement is pursued in economic good times. The Council shall also take into account the implementation of major structural reforms which have direct long-term cost-saving effects, including by raising potential growth, and therefore a verifiable impact on the long-term sustainability of public finances;
	1. Based on assessments by the Commission and the Committee set up by Article 114 of the Treaty, the Council shall, within the framework of multilateral surveillance under Article 99, examine whether the adjustment path in the programme is sufficiently ambitious, whether the economic assumptions on which the programme is based are realistic and whether the measures being taken and/or proposed are sufficient to achieve the targeted adjustment path towards the medium-term budgetary objective. For this purpose the Commission shall undertake financial auditing missions in the Member States. The Council, when assessing the adjustment path toward the medium-term budgetary objective, shall consider whether the Member State concerned pursues a minimum annual improvement of its cyclically-adjusted balance, net of one-off and other temporary measures and whether a larger improvement is pursued in economic good times. The Council shall also take into account the implementation of major structural reforms which have direct long-term cost-saving effects, including by raising potential growth, and therefore a verifiable impact on the long-term sustainability of public finances;


Or. <Original>{EN}en</Original>
Justification

Within the EU legal framework, the EFC (i.e. the Committee set up by Article 114) has a clear role. National statistical institutes do not. The ECB is represented in the EFC. As are national central banks. This should ensure sufficient “diversification of opinions” within the EFC and one does not need an additional layer of institutional complication. Furthermore, there are reports that independent national statistical institutes also sometimes get it wrong. Plurality of opinion does not necessarily lead to greater accuracy.

</Amend>

<Amend> <Members></Members>
Amendment <NumAm>6</NumAm>
<Article>ARTICLE 1, POINT 3 (B)

Article 5, paragraph 2 (Regulation (EC) No 1466/97)</Article>
	(b) In paragraph 2, the words “two months” are replaced by the words “three months”.
	2. The Council shall carry out the examination of the stability programme referred to in paragraph 1 within at most three months of the submission of the programme. The Council, on a recommendation from the Commission and after consulting the Committee set up by Article 109c, shall deliver an opinion on the programme. Where the Council, in accordance with Article 103, considers that the objectives and contents of a programme should be strengthened, in particular regarding the improvement on the adjustment path toward the medium-term budgetary objective pursued in economic good times, the Council shall, in its opinion, invite the Member State concerned to adjust its programme.


Or. <Original>{EN}en</Original>
Justification

It is crucial to make sure that budgetary positions are improved on good economic times to strengthening the economic underpinnings and the effectiveness of the Pact in its preventive arm, to safeguarding the sustainability of public finances in the long run, to promoting growth and to avoiding imposing excessive burdens on future generations.

</Amend>

<Amend><Members></Members>
Amendment <NumAm>7</NumAm>
<Article>ARTICLE 1, POINT 3 A (new) 

Article 6, paragraph 1 (Regulation (EC) No 1466/97)</Article>
	
	3a) Article 6(1) is replaced by the following: 

	 
	1. As part of multilateral surveillance in accordance with Article 99(3), the Council shall monitor the implementation of stability programmes, on the basis of information provided by participating Member States and of assessments by the Commission and the Committee set up by Article 109c, in particular with a view to identifying actual or expected significant divergence of the budgetary position from the medium-term budgetary objective, or the adjustment path towards it, as set in the programme for the government surplus/deficit, and  of the expected path of the general government debt ratio.


Or. <Original>{EN}en</Original>
Justification

We have to take into account the expected path of the general government debt ratio if we want to strengthening the economic underpinnings and the effectiveness of the Pact in its preventive arm, to safeguarding the sustainability of public finances in the long run, to promoting growth and to avoiding imposing excessive burdens on future generations.

</Amend>

<Amend><Members></Members>Amendment <NumAm>8</NumAm>
<Article>ARTICLE 1, POINT 3 B (new) 

Article 6, paragraph 2 (Regulation (EC) No 1466/97)</Article>
	
	3b) Article 6(2) is replaced by the following:

	
	2. In the event that the Council identifies significant divergence of the budgetary position from the medium-term budgetary objective, the adjustment path towards it, or of the expected path of the general government debt ratio, it shall, with a view to giving early warning in order to prevent the occurrence of an excessive deficit or debt ratio, address, in accordance with Article 103(4), a recommendation to the Member State concerned to take the necessary adjustment measures.


Or. <Original>{EN}en</Original>
Justification

We have to take into account the expected path of the general government debt ratio if we want to strengthening the economic underpinnings and the effectiveness of the Pact in its preventive arm, to safeguarding the sustainability of public finances in the long run, to promoting growth and to avoiding imposing excessive burdens on future generations.

</Amend>

<Amend><Members></Members>Amendment <NumAm>9</NumAm>
<Article>ARTICLE 1, POINT 3 C (new) 

Article 6, paragraph 3 (Regulation (EC) No 1466/97)</Article>
	
	3c) Article 6(3) is replaced by the following:

	 
	3. In the event that the Council in its subsequent monitoring judges that the divergence of the budgetary position from the medium-term budgetary objective, the adjustment path towards it, or of  the expected path of the general government debt ratio is persisting or worsening, the Council shall, in accordance with Article 103(4), make a recommendation to the Member State concerned to take prompt corrective measures and may, as provided for in that Article, make its recommendation public.


Or. <Original>{EN}en</Original>
Justification

We have to take into account the expected path of the general government debt ratio if we want to strengthening the economic underpinnings and the effectiveness of the Pact in its preventive arm, to safeguarding the sustainability of public finances in the long run, to promoting growth and to avoiding imposing excessive burdens on future generations.

</Amend>
EXPLANATORY STATEMENT

The European Council, on its meeting on 22nd and 23rd of March 2005, has decided to reform the Stability and Growth Pact (SGP) by amending the two concerned regulations (1466/97 and 1467/97) and the Code of Conduct. 

The rapporteur has decided to adapt to this new status quo and therefore his amendments to the two regulations are based on this new situation and on the proposals recently made by the Commission. 

However the rapporteur would like to express his dissatisfaction concerning the reform of the Stability and Growth Pact. In his opinion there was no need for reforms of the Pact if only the Member States had kept their commitments and stuck to the rules of the Pact. The SGP is one but not the only example (see "Lisbon Strategy") for the principal dilemma of the European Union Policy. We create rules on European level that have to be implemented by the Member States and controlled by the Commission. The Commission as the "Guardian of the Treaty" has the right and duty to monitor the correct implementation of the SGP without having the power to take actions in case of non-compliance. This "constructional fault" means that in the end "sinners judge sinners". Despite all this the position of the Commission in the implementation of the SGP has not been strengthened at all. 

If France and Germany for example had not pursued expansionary policies during 2001 and 2002 but would rather have consolidated their budgets they would not have reached such high deficits and driven the Council to disregard the Commission's recommendations and to set in abeyance the excessive deficit procedure. 

Since the advent of the Stability and Growth Pact, 12 Member States have breached its rules or those of the Treaty. In 2004 the euro-zone budget deficit had risen from 1.1% in 2000 to 2.9% of GDP and thus came very close to the 3% reference value; only five euro-area Member States had reached a close-to-balance position; and at least as far as one of the euro-zone countries it has been proven that manipulated budgetary statistics were delivered to the European Commission.

According to the rapporteur's opinion, there has been no need to change the rules of the Stability and Growth Pact, but rather more commitment and responsibility from the Member States and most likely a different architecture of economic governance. 

The greatest weakness of the Stability and Growth Pact lies in the distribution of competencies in this context. While the competencies of the guardian of the treaties, the European Commission, are too weak, the Council can decide: 

· whether to alert a Member State at an early stage with an early warning to take the necessary budgetary corrective action to prevent a government deficit, 

· whether an excessive deficit exists and,

· whether an excessive deficit procedure will be launched against the Member State in question as well as,

· whether to impose sanctions. 

The European Parliament on the other hand is totally left out of the whole procedure. 

A stronger role for the Commission:

a) Early warnings

The experiences of the past years have proven that the current early warning system has not been very effective: in the cases of Portugal and Germany, the Council decided not to take up the Commission's recommendation to alert the Member State with an early warning. In both cases the excessive deficit procedure had to be initiated less than one year later. One of the reasons for the failure of the preventive dimension is the lack of "peer pressure" which seems to have been substituted by "peer complicity". This complicity has resulted in postponements of decisions on early warnings because of elections in different Member States. This is strongly related to the fact that until today the Member States still do not live up to their obligation according to Article 99 of the treaty that "Member States shall regard their economic policies as a matter of common concern and shall coordinate them within the Council". In spite of the existing EMU, the Member States are not sufficiently taking into consideration the consequences of economic policies for the whole European Union.

The European Constitution will bring about an improvement by allowing the Commission to address early warnings directly to the Member State concerned without the Council's approbation. The rapporteur welcomes these improvements; however he would like to see the role of the European Commission even more strengthened in order to improve the preventive arm of the Stability and Growth Pact. He suggests making the existing early warning more efficient by enabling the Commission to issue an early warning not just when the 3% deficit barrier is approached but as soon as a cyclically adjusted deficit has been established, without the assent of the Ecofin-Council. This type of early warning should not be understood as a sanction per se, but rather as an aid to the Member States to identify and rectify structural and financial/economic problems. In this way the Commission should enter into a dialogue with the Member States concerned on the necessary structural measures in the context of the objectives of the Stability and Growth Pact.

b) Control rights

The discussion on the reliability of at least one Member States' budgetary statistics on the public deficit submitted to the Commission has been very harmful for the trust, confidence and credibility of the Stability and Growth Pact, and makes the need to improve the control rights of the Commission and of its statistical arm,  Eurostat, all the more obvious. In order to improve the quality of budgetary statistics, the rapporteur proposes that the Commission should compare the Member States' figures submitted to the Commission with the reports of the national central banks to the ECB; in the event of divergent data, the Commission should be able to carry out on-site checks at its own discretion, along the lines of the Financial Auditing Missions provided for in Article IV of the IMF Convention, in co-operation with national institutions such as economic research institutes or national banks. The rapporteur would like to see the report drawn up jointly by the Commission, the ECB and the Member States as the sole basis for the Commission's assessment of whether an excessive deficit exists and whether an excessive deficit procedure should be initiated. Furthermore the rapporteur strongly recommends the creation of European minimum budgeting standards, uniform assumptions where it is possible and sensible, uniform growth predictions and a uniform time limit for national budgeting for a period of at least 2 years.

The role of the European Parliament

The rapporteur regrets the limited role of the European Parliament in the context of the Stability and Growth Pact. The European Parliament had no say on whether it wanted the Stability and Growth Pact reformed but is now called to amend two vague regulations that will leave ample room for manoeuvre and interpretation to the Member States. The rapporteur regrets that the Council has ascertained the necessity to add a new and amended Code of Conduct to the existing rules of the SGP to guarantee the abidance of the rules. This Code of Conduct which has not been presented to the Parliament so far will contain more concrete details of the reform like for example the "other relevant factors". The current situation gives a clear indication of the democratic deficit in the economic governance on European level and is totally unsatisfactory.
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