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Highlights 
The publication of the 2023 European Semester package takes place in a context where, after decisive policy 
actions that enabled the European economy to cope with the Covid 19 pandemic, the fallout from Russia's 
invasion of Ukraine confronts the EU economy and society with multiple new economic, social and 
geopolitical challenges that require policy action at the European and national levels. 

Based on the Commission's Autumn 2022 Economic Forecasts published in November 2022, GDP growth in 
2022 in the EU as a whole is estimated at 3.3%, partly due to strong growth in the first half of the year. 
However, the contraction in economic activity seen in the fourth quarter of this year is expected to 
continue in the first quarter of 2023. The EU and the euro area, as well as most Member States, are 
therefore expected to experience a technical recession this winter (i.e. two consecutive quarters of negative 
growth). Growth is expected to return in the spring as inflation gradually loosens its grip on the economy. 
For the year 2023 as a whole, these forecasts assume real GDP growth of 0.3% in both the EU and the euro 
area. 

Against this background, economic, social and fiscal policies face complex choices to cushion the 
economic impact of this difficult environment and limit supply-side inflation, while keeping the focus on 
the medium and long-term objectives of increasing social and economic resilience and supporting the twin 
transitions to a greener and digital economy. 

The Commission underlines that the European Semester is intended to help identify relevant policy choices, 
clarify policy priorities, provide policy guidance and ensure policy monitoring and follow-up. 

The Commission recalls that the implementation of the recovery and resilience plans (RRPs) will 
continue to provide the framework for EU policy coordination.  The RRP’s of all Member States have now 

Executive Vice-President Dombrovskis and Commissioners Schmit and Gentiloni have been invited to an Economic 
Dialogue on the launch of the 2023 European Semester, in line with the relevant EU law. This briefing note covers 
the main elements of the 2023 European Semester Package proposed by the Commission. It gives also an overview 
of the implementation of the Recovery and Resilience Facility, the Stability and the Growth Pact, the 
Macroeconomic Imbalances Procedure, the Joint Employment Guidelines and of the on-going work to strengthen 
the governance and the resilience of the Economic and Monetary Union, notably the review of the EU economic 
governance framework. 

 

https://ec.europa.eu/info/publications/2023-european-semester-autumn-package_en
https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/autumn-2022-economic-forecast-eu-economy-turning-point_en#documents
http://www.europarl.europa.eu/committees/en/econ/economic-governance.html?tab=Economic%20Dialogues
http://www.europarl.europa.eu/committees/en/econ/economic-governance.html?tab=Economic%20Dialogues
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been endorsed by the Commission, the last endorsement given on 30 November for Hungary's €5.8 billion 
recovery and resilience plan, which is subject to the condition that Hungary meets a total of 27 “super 
milestones” to ensure the effective protection of the financial interests of the Union before any payment 
under the RRF can be made. As regards the actual implementation of all other RRPs, one may note that 14 
Member States have so far submitted payment requests, the Commission made 15 positive preliminary 
assessments and 12 disbursements (total amount around EUR 78.7 billion). The Commission has so far no 
methodology in place to address the partial fulfilment of milestones and targets, but it is working on the 
methodology according to its reply to the the CONT committee. In early September, the European Court of 
Auditors published a special report on the Commission’s assessment of RRPs that points to some remaining 
risks for the successful implementation of those plans. See Section 1 for further information. 

The 2022 fiscal recommendations as proposed by the Commission and adopted by the Council, as well as 
the fiscal guidance by the Eurogroup, have stressed the importance that the fiscal support measures to 
households and companies due to high energy prices should be temporary and targeted. However, in 
reality, the policies to mitigate the direct economic and social impact of skyrocketing energy prices, only 
around one-third (or 0.4% of GDP in the euro area) have been targeted (most are announced to be 
temporary). In 2022, the budgetary cost of sheltering and integrating people fleeing Ukraine, following 
Russia’s war of aggression, is estimated at 0.1% of GDP in the euro area as a whole, with differences across 
Member States. See Section 2 for further information. 

The Alert Mechanism Report 2023, identifying Member States at risk of macroeconomic imbalances, 
suggests a wide set of analyses both for shared risks of a group of Member States and for single Member 
States. The main common risks stressed are the housing market developments, based on continuing high 
growth in the first quarter of 2022, which is expected to moderate, the competitiveness dynamics 
regarding the pass-through of energy costs to inflation and the evolution of wages, as well as external 
sustainability and balances, amplified by the high energy costs. Countries for which reports on the 
developments of imbalances will be undertaken are Cyprus, France, Germany, Greece, Italy, the Netherlands, 
Portugal, Romania, Spain and Sweden. Additionally, reports on Member States that are at risk of newly 
emerging imbalances are prepared for Czechia, Estonia, Hungary, Latvia, Lithuania, Luxembourg and Slovakia. 
See Section 3 for further information). 

In its analyses of the Euro Area and related policy recommendations for 2023, the Commission points out 
the significant inflation differences between Member States, linked to their degree of energy supply 
intensity, but also to the economic policy responses implemented. These inflation differentials make the 
conduct of monetary policy more difficult. The macroeconomic effects of the war in Ukraine also vary within 
the euro area depending on the place of Russia in the trade of each Member State, in particular with regard 
to energy imports. These differences may result in competitiveness differentials between euro area 
Member States. For further information, see Section 4 below. 

The proposal for a Joint Employment Report points out that EU labour markets have recovered from the 
COVID-19 crisis. However, labour markets are facing uncertainties due to the impact of Russia’s war against 
Ukraine, strong inflationary pressures, increased energy prices and supply chain disruptions. The rate of 
people at risk of poverty or social exclusion remained stable in the wake of the pandemic, following an 
improvement in the previous years. Automatic stabilisers and policy measures implemented at Member 
State and EU level contributed to the resilience of household incomes to the COVID-19 crisis. However, real 
gross disposable household income shrank in the first half of 2022. The report highlights the strong 
negative impact of the recent steep rises in energy prices and inflation on households' purchasing 
power, particularly vulnerable households, energy poverty and the profitability of companies. The 
proposal calls for “adequate wage adjustments that mitigate the loss in purchasing power and reduce the 

https://www.europarl.europa.eu/cmsdata/255648/Commission%20replies%20EVP%20Dombrovskis%20&%20Cssr%20Gentiloni.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR22_21/SR_NRRPs_EN.pdf
https://ec.europa.eu/info/system/files/com_2022_781_1_en.pdf
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risks of increasing poverty (including energy poverty), while remaining consistent with the overall objective 
of tackling high inflation”. The report also notes the potential positive impact of the Temporary Protection 
Directive, which supports Ukrainians in finding jobs and might alleviate labour shortages in the European 
labour market. For further information, see Section 5 below. 
The European Parliament has started its deliberations of the 2023 Semester Cycle, notably by tabling two 
draft reports: 

• ECON Committee Draft Report on the European Semester for economic policy coordination 2023 
(Rapporteur Irene Tinagli, S&D). 

• EMPL Committee Draft Report on the European Semester for economic policy coordination: 
Employment and social priorities for 2023 (Rapporteur Estrella Durá Ferrandis, S&D; draft report will 
be available in January 2023). 

An inter-parliamentary event (the European Parliamentary Week), organised jointly with the Swedish 
Parliament, is scheduled to take place on 27–28 February 2023.  

In the context of the European Semester, the Commission claims that it is committed to strengthening the 
democratic accountability of the Union's economic governance and will continue the inter-institutional 
dialogue at EU level with both the European Parliament and the Council. In particular, “It is committed to 
continue the close dialogue with the European Parliament on key social, economic and labour market 
developments, also as part of the European Semester and will engage with the European Parliament on each key 
stage of the European Semester cycle”.  

Finally, the Commission recalls in its European Semester Package 2023 that it published on 9 November 
2022 guidance on possible changes to the EU economic governance framework with proposed to move to 
a risk-based EU surveillance framework that differentiates between countries by taking into account 
their public debt challenges. National medium-term fiscal-structural plans are the cornerstone of the 
Commission's proposed framework. They would integrate fiscal, reform and investment objectives, 
including those to address macroeconomic imbalances where necessary, into a single holistic medium-term 
plan, thus creating a coherent and streamlined process. Member States would have greater leeway in setting 
their fiscal adjustment path, while strengthening the national ownership of their fiscal trajectories. See 
Section 6 below for further information. 

The Commission concludes that a thorough reform of the EU economic governance framework would 
require legislative change. It would provide a high degree of legal certainty for the operation of a reformed 
framework, with the necessary involvement of the Council and the EP. Agreeing on necessary legislative 
change would follow the ordinary legislative procedure, involving on most aspects the Council and the 
European Parliament on an equal footing. While most of the objectives of the proposed reform to the MIP 
could be pursued within the existing legal provisions. On the basis of its orientations and the ensuing 
discussion, the Commission will consider tabling legislative proposals.  

It will again provide guidance for fiscal policy for the period ahead in the first quarter of 2023. This 
guidance will facilitate the coordination of fiscal policies and the preparation of Member States’ stability and 
convergence programmes for 2024 and beyond. The guidance will reflect the economic situation, the 
specific situation of each Member State and the orientations laid down in this Communication provided a 

https://www.europarl.europa.eu/doceo/document/ECON-PR-739576_EN.pdf
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2022/2151(INI)&l=en
https://ec.europa.eu/commission/presscorner/detail/en/ip_22_6562
https://ec.europa.eu/commission/presscorner/detail/en/ip_22_6562
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sufficient degree of convergence across Member States is achieved by that time. In spring 2023, guidance 
will materialise through CSRs. 

1. Implementation of the Recovery and Resilience Plans - State of play 
All 27 Member States have submitted their RRPs to the Commission, all of them were assessed and endorsed 
by the Commission, while Hungary’s plan still needs to be adopted by the Council (also see Main results of 
ECOFIN of 6 December 2022). 

On 30 November 2022, the Commission endorsed the Hungary's €5.8 billion recovery and resilience 
plan, subject to meeting rule of law milestones; as a next step, that plan needs the approval of the Council. 
The Commission made clear that Hungary needs to meet a total of 27 “super milestones” to ensure the 
effective protection of the financial interests of the Union before any payment under the RRF can be made; 
those “super milestones” include, in particular, the effective implementation of all 17 remedial measures 
under the Rule of Law Conditionality Mechanism (including measures to combat corruption and to improve 
competition and transparency in public procurement; strengthened rules on conflicts of interest; increased 
audit and control requirements; the use of the Commission's Arachne risk-scoring tool; and assurance that 
the European Anti-Fraud Office can effectively conduct investigations in Hungary), measures to strengthen 
judicial independence, and standard audit and control measures, similar to what is also required for 
some other Member States' RRPs. 

As regards the actual implementation 1 of all other RRPs, one may note that 14 countries have so far 
submitted payment requests to the Commission (Spain made three payment requests; Greece, Italy, 
Portugal, and Croatia each submitted two requests; France, Slovakia, Romania, Latvia, Cyprus, Bulgaria, 
Slovenia, Czechia, and Lithuania each submitted one request). The Commission has so far made 15 positive 
assessments and 12 disbursements (total amount around EUR 78.7 billion) to 10 Member States (two 
each for Spain and Italy, and one each for France, Greece, Portugal, Croatia, Slovakia, Romania, Latvia and 
Cyprus).  

So far, however, the Commission has no methodology in place to address the partial fulfilment of 
milestones and targets. In its reply to the questions from the CONT committee, the Commission writes that 
it “is working on a methodology to determine the amount for partial payments/suspensions in case one or more 
milestones and targets are not fulfilled. The Commission is solely responsible for determining the suspended 
amount." 

In early September, the European Court of Auditors (ECA) published a special report that focussed on 
whether the Commission properly assessed the compliance of recovery and resolution plans with the 
conditions of the underlying Regulation, having audited a sample of six Member States. While the ECA found 
the Commission’s assessment generally appropriate, it also pointed to remaining risks for the successful 

                                                             
1  Procedurally, the sequence is as follows: Member States submit payment requests once the qualitative milestones and quantitative targets 

required for the respective payment tranche are completed. The Commission has two months to assess payment requests and present a 
preliminary opinion to the Economic and Financial Committee (EFC). Once the EFC issues a positive opinion, the Commission submits a draft 
Implementing Decision to the Recovery and Resilience Facility Committee (RRF Committee), set up under the RRF Regulation. The Commission  
can then adopt an Implementing Decision (COM ID) and proceed with the payment to the Member State. 

https://www.consilium.europa.eu/en/meetings/ecofin/2022/12/06/
https://ec.europa.eu/commission/presscorner/detail/en/qanda_22_7274
https://www.europarl.europa.eu/cmsdata/255648/Commission%20replies%20EVP%20Dombrovskis%20&%20Cssr%20Gentiloni.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR22_21/SR_NRRPs_EN.pdf
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implementation of the plans. The ECA’s special report moreover highlights that the disbursement profiles 
for the RRF payment tranches were a result of negotiations rather than a reflection of the underlying costs.  

2. Fiscal surveillance  

2.1 Latest public finance forecast data  

The economic expansion has been driving a reduction in government deficits in 2022: in the EU general 
government deficit is projected to decline to 3.4% of GDP in 2022 from 4.6% in 2021 and 6.7% in 2020. As 
the EU activity weakens, a slight increase in the EU deficit is forecast for 2023 and is expected to rise to 3.6% 
of GDP.  

As for discretionary policies, new deficit-increasing measures including those adopted to mitigate the 
impact of skyrocketing energy prices on households and firms, will more than offset the phasing out of the 
pandemic-related measures in 2022. Specifically, reductions in indirect taxes, subsidies on energy products 
or production, and price caps in energy markets have an estimated net impact on the deficit of 1.2% of GDP 
in the EU. The vast majority of these measures are price measures (roughly two thirds). And more than 
70 % of the measures have been untargeted. In addition, the budgetary cost of sheltering and integrating 
people fleeing Ukraine, following Russia’s war of aggression, is estimated at 0.1% of GDP in the EU as a whole 
with large differences across Member States.  

The ratio of EU aggregate public debt to GDP is now forecast to start declining as of 2022 after a peak at 
89.4% in 2021 (the aggregate euro area ratio was at 97.1%). See below Figure 1, which illustrates the 
magnitudes of the debt level increases between 2019 and 2022.  

Figure 1: Public debt (as % GDP) in EU Member States in 2019 and 2022 

Source: European Commission Autumn 2022 economic forecast. 

For an overview of various public finance indicators, please see separate EGOV document. 

2.2. The Commission Opinions on the 2023 Draft Budgetary Plans 

The following is a summary of the Commission Opinions of 22 November 2022 of Draft Budgetary Plans 
(DBPs) submitted by euro area Member States as well as Croatia, which are based on the Commission 2022 
autumn forecast. The Opinions assess compliance with the Council recommendations of June 20222. The 

                                                             
2  It should be noted that the Commission is not publishing an Opinion on the no-policy change 2023 Draft Budgetary Plan for Italy that was 

submitted by the outgoing government on 10 October. Instead, the Commission will publish in due course an opinion on the updated DBP for 

https://www.europarl.europa.eu/RegData/etudes/BRIE/2022/699517/IPOL_BRI(2022)699517_EN.pdf
https://economy-finance.ec.europa.eu/system/files/2022-11/com_2022_900_1_en_chapeau.pdf
https://economy-finance.ec.europa.eu/economic-and-fiscal-governance/stability-and-growth-pact/annual-draft-budgetary-plans-dbps-euro-area-countries/draft-budgetary-plans-2023_en
https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/autumn-2022-economic-forecast-eu-economy-turning-point_en
https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/autumn-2022-economic-forecast-eu-economy-turning-point_en
https://www.consilium.europa.eu/en/press/press-releases/2022/06/17/european-semester-2022-country-specific-recommendations-agreed/
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Commission underscores that this assessment is implemented in the specific context of the macroeconomic 
shock related to Russia’s invasion of Ukraine, as well as its long-term implications for the EU’s energy security 
needs and the continued application of the general escape clause of the SGP in 2023. 

High-debt Member States (Belgium, France, Greece, Portugal and Spain): 

• As recommended by the Council, Member States under this category are recommended to ensure prudent 
fiscal policy, in particular by limiting the growth of nationally financed primary current expenditure below 
medium-term potential output growth.  

• As recommended by the Council, for the period beyond 2023, high debt Member States were 
recommended to pursue a fiscal policy aimed at achieving prudent medium-term fiscal positions and 
ensuring credible and gradual debt reduction and fiscal sustainability in the medium term through gradual 
consolidation, investment and reforms.  

According to the Commission: 

“For France, Greece and Spain, the growth of nationally financed primary current expenditure is projected to be 
below the medium-term potential output growth, taking into account temporary and targeted support to 
households and firms most vulnerable to energy price hikes and the cost to assist people fleeing Ukraine, as 
recommended by the Council. That is not the case for Belgium, where the growth of nationally financed current 
expenditure exceeds potential growth, taking into account temporary and targeted support to households and 
firms most vulnerable to energy price hikes and to people fleeing Ukraine. For Portugal, the growth of nationally 
financed current expenditure is projected to be close to the medium-term potential output growth, assuming the 
planned reduction in measures in response to high energy prices, including in temporary and targeted support to 
vulnerable households and firms.“  

“All Member States plan to finance public investment for the green and digital transitions and for energy security,  
including by making use of the RRF and other EU funds, as recommended by the Council. Total public investment 
as a percentage of GDP is set to either increase or remain stable in 2023 with respect to 2022 in all Member States 
but France and Greece. Belgium, France, Greece, Portugal and Spain plan to preserve nationally financed 
investment, as it is projected to increase or remain stable from 2022 to 2023. The contribution of expenditure 
financed by RRF grants and EU funds to the overall fiscal stance is expansionary or neutral in all Member States,  
except in France and Greece.“ 

“Overall, the Commission is of the Opinion that the DBPs for France, Greece and Spain are in line with the fiscal 
guidance contained in the Council Recommendation of 12 July 2022, while that of Belgium is partly in line with 
the Recommendation, and that of Portugal risks being only partly in line with the Recommendation.” 

Low/medium debt Member States (Austria, Croatia, Cyprus, Estonia, Finland, Germany, Ireland, 
Latvia, Lithuania, Luxembourg, Malta, the Netherlands, Slovenia and Slovakia): 

• As recommended by the Council, Member States under this category should ensure that in 2023 the 
growth of nationally financed primary current expenditure is in line with an overall neutral policy stance.  

• As recommended by the Council, for the period beyond 2023, they should pursue a fiscal policy aimed at 
achieving prudent medium-term fiscal positions. 

According to the Commission:  

“All Member States plan to finance public investment for the green and digital transitions and for energy security,  
including by making use of the RRF and other EU funds, as recommended by the Council. Total public investment 
                                                             

2023 that the new government is expected to submit shortly. The DBP for Latvia was submitted on 1 October by the outgoing government on 
the basis of unchanged policies. Therefore, the figures shown for the 2023 government deficit and other fiscal variables in its DBP does not 
represent policy targets. Latvia is invited to submit to the Commission and the Eurogroup an updated DBP plan as soon as possible and at least 
one month before the draft budget law is planned to be adopted by the national Parliament. 
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as a percentage of GDP is set to either increase or remain stable in 2023 with respect to 2022 in all low/medium 
debt Member States. All Member States are planning to preserve nationally financed investment, with the 
exception of Cyprus, Latvia and Malta where it is projected to decrease from 2022 to 2023. The contribution of 
expenditure financed by RRF grants and EU funds to the overall fiscal stance is expansionary or neutral in all 
Member States, except Germany.“ 

“Overall, the Commission is of the Opinion that the DBPs for Croatia, Cyprus, Finland, Ireland, Latvia and 
Malta are in line with the fiscal guidance contained in the Council Recommendation of 12 July 2022. The DBPs of 
Austria, Lithuania, Germany, Estonia, Luxembourg, the Netherlands, Slovenia and Slovakia are partly in 
line with the Recommendation.” 

Energy support measures: The Commission underlines that a prolongation of existing and/or an 
enactment of new support measures in response to high-energy prices would contribute to higher growth 
in net nationally financed current expenditure and to an increase in the projected government deficit and 
debt in 2023. Against this background, the Commission considers that “it is important that Member States 
better focus such measures to the most vulnerable households and exposed firms, to preserve incentives to reduce 
energy demand, and to be withdrawn as energy price pressures diminish.“ 

The Commission therefore “invites Belgium, Portugal, Austria, Lithuania, Germany, Estonia, Luxembourg, the 
Netherlands, Slovenia and Slovakia to take the necessary measures within the national budgetary process to 
ensure that the 2023 budget is consistent with the Recommendations adopted by the Council on 12 July 2022.” 

 
Source: Commission 

The Eurogroup statement from 5 December on the DBPs largely welcomes the opinions delivered by the 
Commission and states that the group aims to work on more efficient, targeted and coordinated measures 
regarding the impacts of high energy prices. 

2.3. The general escape clause and the Excessive Deficit Procedures 

Regarding the assessment on the status of the general escape clause, the Commission considers that 
heightened uncertainty and strong downside risks to the economic outlook in the context of war in Europe, 

https://economy-finance.ec.europa.eu/system/files/2022-11/com_2022_900_1_en_chapeau.pdf
https://www.consilium.europa.eu/en/press/press-releases/2022/12/05/eurogroup-statement-on-draft-budgetary-plans-for-2023/
https://ec.europa.eu/info/system/files/2022_european_semester_spring_package_communication_en.pdf


IPOL | Economic Governance Support Unit 
 
 

 8  PE 733.749 

unprecedented energy price hikes and continued supply chain disturbances warrant the extension of the 
general escape clause of the SGP through 2023 and to deactivate it as of 2024. It insists that the 
continued activation of the general escape clause in 2023 will provide the space for national fiscal policy to 
react promptly when needed, while ensuring a smooth transition from the broad-based support to the 
economy during the pandemic times towards an increasing focus on temporary and targeted measures 
and fiscal prudence required to ensure medium-term fiscal sustainability. 

The Commission underlines that the general escape clause does not suspend the SGP. It allows for a 
temporary departure from the normal budgetary requirements, provided that this does not endanger fiscal 
sustainability in the medium term. Taking into account the current exceptional uncertainty, the 
Commission considers that a decision to place additional Member States under the excessive deficit 
procedure should not be taken at this stage. In spring 2023, the Commission will again assess the 
relevance of opening excessive deficit procedures based on the outturn data for 2022 and plans for 2023, 
taking into account in particular compliance with the fiscal recommendations addressed to the Member 
States by the Council. 

As concerns the prolongation of the General Escape Clause for another year, the EFB, in its assessment of 
the fiscal stance for the euro area in 2023, notes that “While acknowledging that the previously indicated 
conditions for the use of the severe economic downturn clause are no longer met [this clause underpins the use 
of the general Escape Clause], the Commission made an “overall assessment” and argued that the clause should 
still be used for another year, mainly on account of the high degree of uncertainty.” It also further notes that “the 
Commission considered the definition of severe economic downturns laid down in EU law too restrictive, and 
suggested a new criterion: the pre-pandemic output level of the euro area or the EU. This level has in the meantime 
been surpassed.” 

3. Macroeconomic Imbalances  
The Alert Mechanism Report 2023 (AMR) of 22 November 2022 initiated the twelfth annual round of the 
Macroeconomic Imbalance Procedure (MIP). The AMR is based on the MIP-Scoreboard, which presents data 
on 14 indicators that refer to the previous years and helps the Commission to identify Member States at risk 
of macroeconomic imbalances.  

In addition to the 14 scoreboard indicators, the economic analyses included in the AMR are based on 25 
auxiliary MIP-indicators, as well as on nowcast, forecasts and high-frequency data, including those published 
in the Commission forecast of autumn 2022.  

The Commission notes that before Russia launched the war on Ukraine, the deleveraging of public and 
private debt levels has resumed with the recovery from the pandemic, although starting from higher levels 
than before. House prices increased rapidly during the pandemic and are continuously growing. Robust 
wage growth in some countries is leading to concerns of competitiveness. The current situation is driven by 
high inflationary pressure, reduced consumer and producer confidence, tightened financial conditions and 
a strong slowdown in growth. 

 

https://ec.europa.eu/info/publications/2023-european-semester-annual-sustainable-growth-survey_en
https://ec.europa.eu/info/system/files/efb_assessment_of_euro_area_fiscal_stance.pdf
https://ec.europa.eu/info/system/files/efb_assessment_of_euro_area_fiscal_stance.pdf
https://ec.europa.eu/info/system/files/com_2022_781_1_en.pdf
https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/autumn-2022-economic-forecast-eu-economy-turning-point_en
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Figure 2: MIP scoreboard - Member States with values beyond the thresholds 

Source: EGOV based on 2023 AMR. 

Main conclusions drawn in the report from the scoreboard, with outcomes from 2021 (for the full scoreboard 
of the main indicators refer to Annex 2), as well as the Commission forecast of autumn 2022 and 
developments in the current year are the following: 

• Government debt-to-GDP ratio decreased in almost all Member States during 2021, but were 
higher than pre-pandemic levels. Due to continued growth there is still a downward effect in 
2022, but policy measures related to the energy crisis might increase debt levels and debt service 
costs have increased due to tightened financial conditions. 

• Current accounts in 2021 reverted to pre-pandemic levels, other than for countries with a large 
tourism sector. Throughout 2022 a strong reduction in both deficits and surpluses was observed. 
In 2021, the euro area account surplus increased to pre-pandemic levels but a sharp decline is 
underway in 2022. 

• House prices increased throughout 2021, as well as the first half of 2022 but are expected to 
moderate.  

• Household debt-ratios resumed their downward trend in 2021, but remain high and above pre-
pandemic levels in some countries, the interest burden on households is likely to increase. 
Corporate indebtedness ratios decreased similarly in 2021, but the debt stock remains sizeable 
in many member states and in some countries non-performing loans and business bankruptcies 
started in 2022. 

• Banking sector shows resilience but the possibility of feedback loops exists. Bank profitability has 
recovered but is facing increases in interest rate margins and assess and credit risks due to the 
worsening of economic conditions. 

Risks that could lead to more accentuated imbalances are the continued high energy costs, a structural 
transformation towards lesser energy dependency on fossil fuels that entails risks and adjustment costs, and 
lastly the repricing of risk globally could affect financial markets and lead to instability, high borrowing costs 
for sovereigns and private borrowers. 

Focusing on the euro area, the report notes that rebalancing is supported by a stronger unit labour cost 
developments and recent current account dynamics. On the other hand the variety in different policy 
measures and their magnitude, affecting corporate, household and public sectors diversely are seen as a 
concern. Spillovers to other euro area countries of such measures and their effects on energy demand and 
prices cannot be ruled out. Measures must therefore be coordinated and targeted to not drive divergence. 

https://ec.europa.eu/eurostat/web/products-eurostat-news/-/DDN-20221122-2
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The AMR concluded that the Commission’ surveillance activities need to focus on developments and risks 
that concern common trends, therefore looking at Member States that already experience imbalances but 
also such with recently appearing vulnerabilities. Therefore, the Commission recommends the analysis of 
common risks to provide a foundation for the IDRs on the topic of: 

• Housing market developments 
o Focus on: Czechia, Estonia, Germany, Hungary, Latvia, Lithuania, Luxembourg, the 

Netherlands, Portugal, Slovakia and Sweden 
• Competitiveness dynamics 

o Focus on:  Czechia, Estonia, Hungary, Latvia, Lithuania, Romania and Slovakia 
• External sustainability and balances  

o Focus on: Cyprus, Greece ,Germany, Hungary, Latvia, Lithuania, the Netherlands, Portugal,  
Romania and Slovakia 

The Commission recommends IDRs to identify and assess the severity of possible macroeconomic 
imbalances be prepared for: 

• Cyprus, France, Germany, Greece, Italy, the Netherlands, Portugal, Romania, Spain and Sweden 
(assessment on countries with existing excessive imbalances or imbalances in the 2022 cycle, 
including the impact of current developments on the imbalances identified) 

• Czechia, Estonia, Hungary, Latvia, Lithuania, Luxembourg, Slovakia (assessment on countries with 
particular risks of newly emerging imbalances) 

In May 2022, the Commission had assessed whether imbalances or excessive imbalances exist, also in view 
of possible spillovers, and concluded that:  

• 3 Member States were considered being in a situation of “excessive macroeconomic imbalances”: 
Cyprus, Greece and Italy. 

• 7 Member States were considered experiencing “macroeconomic imbalances”: Germany, Spain, 
France, the Netherlands, Portugal, Romania and Sweden. 

Once again, the Commission did not propose the opening of the Excessive Imbalance Procedure: despite 
being advocated by many in the past, this procedure has never been used (see this EGOV document on the 
MIP implementation). 

4. Euro Area Recommendations 
The Commission adopted the draft 2023 EARs on 22 November 2022, accompanied by a staff working 
document (SWD) analysing the euro area economy.  

Within the euro area, an increased divergence between Member States on certain economic indicators has 
emerged, as a result of the consequences of rising inflation in general and energy prices in particular, 
reflecting different economic structures. The Commission's SWD points out the significant inflation 
differences between Member States, linked to their degree of energy supply intensity 3, but also to the 
economic policy responses implemented. These inflation differentials make the conduct of monetary policy 
more difficult. The macroeconomic effects of the war in Ukraine also vary within the euro area depending 
on the place of Russia in the trade of each Member State, in particular with regard to energy imports. These 
differences may result in competitiveness differentials between euro area Member States. 

                                                             
3  Energy supply intensity is defined as the ratio of global total energy supply per unit of gross domestic product 

https://economy-finance.ec.europa.eu/economic-and-fiscal-governance/macroeconomic-imbalances-procedure/depth-reviews_en
https://www.europarl.europa.eu/RegData/etudes/STUD/2022/645735/IPOL_STU(2022)645735_EN.pdf
https://ec.europa.eu/info/publications/2023-euro-area-recommendation_en
https://ec.europa.eu/info/publications/2023-euro-area-recommendation_en
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Against this background, while the Euro Area Recommendations cover a similar range of economic policies 
as in previous years (fiscal, structural, financial sector), they obviously take into account the specific 
challenges facing the euro area countries in the current context, particularly in view of the high levels of 
inflation.  

- Thus, the recommendation on public finances (EAR 1) implicitly reminds euro area Member 
States of the constraints linked to the policy mix in the euro area by requesting them to "continue 
to coordinate fiscal policies across Member States to support the timely return of inflation to the ECB's 
2% medium-term target”. While the euro area fiscal stance is expected to be broadly neutral in 2023 
after having been expansionary in 2022, particularly as a result of support measures to cope with 
rising energy prices, the Commission calls for “replac[ing] broad-based price measures with a cost-
efficient two-tier energy pricing that ensures incentives for energy savings.” Finally, debt sustainability 
will have to be ensured “through gradual consolidation to achieve prudent medium-term fiscal 
positions”. 

- As concerns support to firms and in line with the previous recommendation, the EAR 4 calls on 
Member States to provide fiscal support that is "cost-effective, temporary, and targeted to viable 
firms".  

- As regards the labour market and wage policies, still in the context of high inflation, the EAR 3 
asks Member States to find a balance in protecting the purchasing power of earners, in particular 
low-wage workers, while taking into account the evolution of productivity so as not to increase 
competitiveness differentials.  

- After years of anaemic public investments and in the context of the energy crisis, the EAR 2 calls 
on Member States to invest in "green and digital transition, including for greater energy efficiency and 
for the transition to renewable energy sources". 

- Finally, also in the context of tensions in the energy sector and monetary policy normalisation, EAR 
5 on financial services asks Member States to "preserve macro-financial stability, maintain the credit 
channels to the economy and continue supporting financial integration. “ 

In view of Croatia's participation in the euro area on 1 January 2023, the Commission recalls in its SWD that 
the line between euro area specific and EU issues is becoming increasingly blurred. Indeed, the tools 
to ensure macro-financial stability in the euro area (such as the single market or the banking union) are 
adopted through European legislation; in addition, the new crisis management tools (RRF, SURE), albeit 
temporary, cover all EU Member States and not only those of the euro area. Moreover, the EU's long-term 
priorities, such as the European Green Deal or the digital transformation, cover all EU Member States as well. 
Finally, the euro area now represents 85% of the EU's economy.  

The  EARs 2023 also refer to the Commission's Communication of 9 November on the reform of the economic 
governance framework and thus recall that “Further steps in deepening the Economic and Monetary Union 
(EMU) should take into account the lessons learnt from the design and implementation of the Union’s 
comprehensive economic policy response to the COVID-19 crisis, including the RRF and the economic governance 
review. Progress in deepening the EMU should be continued in full respect of the Union’s single market and in an 
open and transparent manner towards non-euro area Member States.” [See also section 6 below]. 
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The EARs 2023 were discussed in the Eurogroup meeting on 5 December, they are expected to be agreed 
upon at the Eurogroup and Ecofin meetings on 16 and 17 January 2023, before being forwarded to the 
European Council for its meeting on 23 -24 March 2023. 

5. Employment policies 
On 22 November 2022, the Commission published a proposal for a Joint Employment Report (JER) 2023. The 
proposal presents an annual assessment of the main employment and social developments in the EU and 
of Member States’ actions in line with the Employment Guidelines 2021. It maintains a strong focus on the 
implementation of the European Pillar of Social Rights and monitors Member States’ progress on the Social 
Scoreboard. 

The main findings of the report include: 

• EU labour markets have recovered from the COVID-19 crisis, with the EU employment rate reaching 
a record high (74,8 % in Q2 2022) and with the unemployment rate reaching a record low (6.0% in 
September 2022). However, EU labour markets are facing uncertainties due to the impact of Russia’s 
war against Ukraine and strong inflationary pressures. More recent data of EUROSTAT show for the 
EA that unemployment fell to a record low level, standing at 6,5% and the EU unemployment rate 
was 6.0% in October 2022. 

• Labour and skills shortages remain a concern, exceeding pre-pandemic levels in several EU countries. 
The main sectors reporting shortages include healthcare, long-term care, software, construction and 
engineering. Consequently, active labour market policies, including upskilling and reskilling 
measures need to be strengthened, also with a view to the twin green and digital transition.  

• The gender employment gap declined only slightly during the recovery of the labour market. 
“Unpaid work [...] prevented eight times more women than men from seeking paid employment and 
made five times more women take up part-time employment involuntarily.” 

• The youth unemployment rate is back to pre-pandemic level but it is still three times higher than the 
unemployment rate of people aged 25-74. 

• The disability employment gap is still considerable. There is significant potential for increasing the 
labour market participation of persons with disabilities, as well as of older workers. 

• Automatic stabilisers and policy measures implemented at Member State and EU level contributed 
to the resilience of household incomes to the COVID-19 crisis. However, real gross disposable 
household income shrank in the first half of 2022. The rate of people at risk of poverty or social 
exclusion (AROPE) remained stable in the wake of the pandemic, following an improvement in the 
previous years. Minimum income schemes play an important role in reducing the risk of poverty but 
their adequacy deteriorated in most Member States, with persisting gaps in coverage. 

  

https://www.consilium.europa.eu/en/meetings/eurogroup/2022/12/05/?utm_source=dsms-auto&utm_medium=email&utm_campaign=Eurogroup
https://ec.europa.eu/info/publications/2023-european-semester-proposal-joint-employment-report_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021D1868
https://ec.europa.eu/info/strategy/priorities-2019-2024/economy-works-people/jobs-growth-and-investment/european-pillar-social-rights_en
https://ec.europa.eu/eurostat/web/european-pillar-of-social-rights/indicators/social-scoreboard-indicators
https://ec.europa.eu/eurostat/web/european-pillar-of-social-rights/indicators/social-scoreboard-indicators
https://ec.europa.eu/eurostat/documents/2995521/15497496/3-01122022-AP-EN.pdf/eaaa1272-82e4-2456-ed30-e6f29f801bd8?version=1.0&t=1669824547448
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Figure 3: Key labour market indicators in the EU-27 (%, quarterly) 

 
Source: Draft JER 2023. 

In the Regional Economic Outlook on Europe, published in October 2022, the International Monetary Fund 
concurs that “European labor markets continued to strengthen until recently. In most countries, mobility 
normalization led to a full recovery in employment rates, while hours worked broadly returned to prepandemic 
levels. Other indicators such as job vacancy ratios suggest that by the summer of 2022, labor markets were 
significantly tighter4 than before the pandemic, [...]. This may reflect a shift in workers’ job preferences (away from 
contact-intensive, non-teleworkable jobs) or in their ability to work. However, the positive impact of the 
employment recovery on labor incomes has so far been more than offset by the drag from real wage declines.  
Although wage growth is gradually picking up and ongoing collective bargaining negotiations point to further 
gains ahead, negotiated wage growth has remained relatively contained, with real wages decreasing in the euro 
area.”  

In the research report Recovery from COVID-19: The changing structure of employment in the EU, Eurofound 
concludes that “Even if employment levels in EU Member States return to their pre-crisis levels, the composition 
of employment will have changed significantly. COVID-19 has accelerated some prior trends – occupational 
upgrading with increased employment in higher quality and higher paid jobs and the uptake of teleworking – in 
ways that are likely to leave a permanent mark on the structure of employment in the EU.” 

Although the JER confirms that overall, the EU labour market has fully recovered from COVID-19, the 
changed market conditions increase uncertainty heightened by Russia's war of aggression on Ukraine, 
showing a less optimistic outlook due to increased energy prices and supply chain disruptions. The report 
highlights a risk of deterioration, given steep rises in energy prices and inflation, with strong negative impact 
on households' purchasing power, particularly vulnerable households and the profitability of companies. 
Consequently, the Commission's latest Autumn Economic forecasts revised growth downwards for 2022 
and 2023 at 1.8% in 2022 before reaching a standstill in 2023 and moderately edging up to 0.4% in 2024. 
The JER calls "for ensuring adequate wage adjustments that mitigate the loss in purchasing power and reduce 
the risks of increasing poverty (including energy poverty), while remaining consistent with the overall objective of 
tackling high inflation". 

                                                             
4  Labour tightness is measured by the ratio of vacancies over the number of unemployed. 

https://www.imf.org/en/Publications/REO/EU/Issues/2022/10/12/regional-economic-outlook-for-europe-october-2022
https://www.eurofound.europa.eu/sites/default/files/ef_publication/field_ef_document/ef22022en.pdf
https://ec.europa.eu/commission/presscorner/detail/en/ip_22_6782
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The analysis of the Social Scoreboard headline indicators in the draft JER shows that upward convergence 
between the Member States needs to be improved particularly as regards early leaving from education and 
training, growth of gross domestic household income per capita, AROPE for children, rate of young people 
neither in employment nor in education and training (NEETs), gender employment gap and income 
inequalities.  

Figure 4: Employment, skills and social challenges across EU Member States by headline indicators in the 
Social Scoreboard 

 
Source: Draft JER 2023. 
Notes: 1) Data for the indicator on adults’ participation in learning is not yet available; 2) Data is missing for some countries in some  
indicators. 

The draft JER 2023 covers for the first time the national targets on the three EU-level social headline targets 
to be achieved by 20305. According to the draft JER, the national targets put forward by the Member States’ 
employment and social affairs ministers at their meeting of 16 June 2022 “express a high degree of ambition 
at the aggregate EU level”. “Taken together, the national employment targets exceed the ambition of the 
corresponding EU headline target of at least 78% by 0.5 pps.” Related to the poverty reduction target, “Member 
States together committed to lifting 600,000 persons more out of poverty than requested by the EU headline 
target of at least 15 million6 [...]. National targets on skills were set at various levels of ambition, [...] adding up to 
an aggregate commitment of 57.6%”, nearing the 2030 EU headline target of at least 60% of adults 
participating in training every year.  

                                                             
5  The European Pillar of Social Rights Action Plan sets three headline targets to be achieved by 2030: at least 78% of people aged 20 to 64 should 

be in employment; at least 60% of all adults should participate in training every year; the number of people at risk of poverty or social exclusion 
should be reduced by at least 15 million, including at least 5 million children, compared to 2019. 

6  Not counting Germany, Denmark, and Malta, which have set their national targets using indicators different from the number of persons at risk 
of poverty or social exclusion, used to define the EU headline target. 

https://ec.europa.eu/commission/presscorner/detail/en/IP_22_3782
https://op.europa.eu/webpub/empl/european-pillar-of-social-rights/en/#chapter2
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In the Employers’ views on the ASGS, published together with the European Semester Autumn package, 
SME United, Business Europe and SGI Europe advocate for using conditional short-time working schemes as 
a temporary support measure in order to avoid labour shedding, without preventing necessary reforms and 
combined with upskilling and reskilling programmes, including the skills necessary for the green and digital 
transition. They also draw attention to the need to address labour shortages and increase employment 
participation of the inactive working age population. Furthermore, they call for a moderate and 
economically viable approach to wage developments, agreed with social partners, to avoid a wage-price 
spiral. In this context, they argue for in-work benefits to top up wages of the low earners. As regards 
telework, they highlight that the European social partners started cross-industry negotiations in October 
2022 with the aim of “updating the 2002 Autonomous Agreement on Telework to be put forward for adoption 
in the form of a legally binding agreement implemented via a Directive”. 

In the ETUC priorities for the ASGS, published together with the European Semester Autumn package, ETUC 
on behalf of the European workers takes the view that the “European Semester has to coordinate a European 
effort to: protect workers and their families against the soaring cost of living; promote collective bargaining; and 
ensure appropriate resources for social protection systems”. They argue for a refinanced and extended SURE 
that “should guarantee resources for fairer labour transitions and shelter households against poverty”. They also 
call for reinforcing the social dimension of the Semester by implementing the three EU social headline 
targets. They further request to increase wages and support businesses conditional to employment 
preservation, job creation and increase of net investments. 

With the activation of the Temporary Protection Directive, Ukrainian refugees have access to residence 
permits and education, the labour market and social protection in the European Union. This measure helps 
Ukrainians find jobs and might alleviate labour shortages in the European labour market. Instruments such 
as the EU Talent Pool pilot online platform and EU Skills Profile Tool help to match people’s skills with the 
job and accelerate the recognition of qualifications for displaced persons from Ukraine. 

The draft JER  confirms that energy poverty was declining to 6.9% in 2021 from 9.6% in 2015 but is expected 
to rise going forward under the ongoing energy crisis. The recent surge in energy prices due to Russia’s war 
of aggression against Ukraine challenges the progress made over recent years and risks increasing energy 
poverty across the income distribution. The share remained much higher for the population at risk of 
poverty, up to more than twice as high in 2021, at 16.4%. Some Member States introduced targeted 
temporary measures to address the socioeconomic consequences of inflationary pressures, in particular on 
essential energy services to counterbalance gaps in social protection systems affecting in particular people 
in vulnerable situations. 

6. Review of the EU economic governance framework  
State of play 
In accordance with the so-called “Six-pack” and “Two-pack” Regulations 7, the Commission published in 
February 2020 a Communication on “EU economic governance review”. The purpose of this Communication 
was to start a public debate on the extent to which the different surveillance elements introduced or 
amended by the 2011 and 2013 reforms have been effective in achieving their key objectives, namely:  

(i) ensuring sustainable government finances and growth, as well as avoiding macroeconomic imbalances,  

                                                             

7 Report on the application of Regulations (EU) No 1173/2011, 1174/2011, 1175/2011, 1176/2011, 1177/2011, 472/2013 and 473/2013 and on the 
suitability of Council Directive 2011/85/EU”, i.e. the set of legal acts comprising the provisions on the EU economic governance framework, 
published in 2011 and 2013, also known as “Six-pack” and “Two-pack”. 

https://ec.europa.eu/info/publications/2023-european-semester-employers-views-annual-sustainable-growth-survey_en
https://ec.europa.eu/info/publications/2023-european-semester-etuc-priorities-annual-sustainable-growth-surve_en
https://home-affairs.ec.europa.eu/policies/migration-and-asylum/common-european-asylum-system/temporary-protection_en
https://eures.ec.europa.eu/eu-talent-pool-pilot_en
https://ec.europa.eu/social/main.jsp?langId=en&catId=1412&furtherNews=yes&newsId=10202
https://ec.europa.eu/info/sites/info/files/economy-finance/com_2020_55_en.pdf
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(ii) providing an integrated surveillance framework that enables closer coordination of economic policies in 
particular in the euro area, and  

(iii) promoting the convergence of economic performances among Member States.  

On 19 October 2021, the Commission presented a Communication relaunching the public debate on the 
review of the EU economic governance framework, taking stock of the changed circumstances following 
the COVID-19 crisis. The Commission published the outcome of the public consultation in March 2022.  

On 9 November, the Commission finally outlined its orientations of the reform of the EU economic 
governance framework addressing the key economic and policy issues that will shape the EU’s economic 
policy coordination and surveillance for the next decade. The Commission proposes to move to a risk-based 
EU surveillance framework that differentiates between countries by taking into account their public debt 
challenges i.e. risks to debt sustainability. National medium-term fiscal-structural plans are the 
cornerstone of the Commission's proposed framework. They would integrate fiscal, reform and investment 
objectives, including those to address macroeconomic imbalances where necessary, into a single holistic 
medium-term plan, thus creating a coherent and streamlined process. A single operational indicator – net 
primary expenditure, i.e. the expenditure which is in a government's control – would serve as a basis for 
setting the fiscal adjustment path and carrying out annual fiscal surveillance. 

Member States would be required to present national medium term fiscal-structural plans adapted to 
their national circumstances. These plans would cover a period of four years during which their public 
finances would have to comply with a gradual - but continuous - reduction path of excessive government 
debt or, for low debt countries, maintain a prudent fiscal policy. 

A Member State could apply for a more flexible path by extending the duration of its national medium term 
fiscal-structural plan to a maximum of seven years. In exchange, it will have to commit to more reforms and 
investments. 

As regards the governance structure, these plans will have to be agreed with the Commission and 
approved by the EU Council, similar to the national recovery and resilience plans under Next Generation EU.   

As a starting point the Commission would present a reference fiscal adjustment path to each Member State 
based on a commonly agreed framework, covering a period of four years, based on its debt sustainability 
analysis methodology. 

A distinction would be made according to a country's level of public debt: 

- For countries with moderate or high levels of public debt, the Commission would propose a multi-
annual adjustment path in terms of net public expenditure covering four years.  

- Member States with a substantial public debt challenge will have to complete their budgetary 
adjustment over the life of their plan.  

- Countries with a 'moderate public debt challenge' will have to complete their adjustment at the 
latest three years after the life of their plan. 

In the event of an unforeseen downturn in the macroeconomic situation, the Commission suggests 
introducing a general escape clause specific to a Member State. This would be in addition to the general 
escape clause of the Pact, activated at the outbreak of the pandemic in spring 2020 and active until the end 
of 2023. The activation of such a clause would allow a country facing exceptional circumstances beyond its 
control to deviate from the agreed path. 

By giving more flexibility to Member States in defining their country specific adjustment path, the 
Commission believes that ex-post monitoring of compliance with commitments should be strengthened. In 

https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/economic-governance-review_en
https://ec.europa.eu/info/sites/default/files/economy-finance/economic_governance_review-communication.pdf
https://ec.europa.eu/info/sites/default/files/economy-finance/swd_2022_104_2_en.pdf
https://economy-finance.ec.europa.eu/system/files/2022-11/com_2022_583_1_en.pdf
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addition to the possibility of opening an Excessive Deficit Procedure, the Commission suggests activating - 
by default - such a procedure if a highly indebted country does not comply with the plan it has itself defined. 

However, the Commission also suggest to reduce the amounts of the financial sanctions and to introduce 
additional reputational sanctions.   

Next steps: As regards the timetable, the Commission stresses that Member States and the Commission 
should reach a consensus on the reform orientations ahead of Member States' budgetary processes for 2024. 
It will consider tabling legislative proposals on the basis of its orientations and the ensuing discussions.  

Position of the European Parliament 

In June 2021, the ECON Committee adopted an own-initiative report on the review: The review of the macro-
economic legislative framework for a better impact on Europe’s real economy and improved transparency of 
decision-making and democratic accountability (Rapporteur Marques Margarida). It is inter alia based on 
meetings with experts during autumn 2020 on different relevant topics.  

Position of the EU Independent Fiscal Institutions 

In the context of the ongoing review of EU economic governance, the network of EU Independent Fiscal 
Institutions (IFI) has published a report on 17 October on “The Capacity of National IFIs to Play an Enhanced 
Role in EU Fiscal Governance”.  

This report follows recommendations from many institutions (including the European Fiscal Board and the 
IMF) that the role of national IFIs in the future EU fiscal framework should be strengthened, considering that 
they can reinforce national ownership of fiscal policies, ensure greater transparency in the use of public 
funds and also inform the use of discretionary power at EU level in the application of fiscal rules.  

In this context, the network of IFIs has identified a number of tasks, as outlined in the report, where the 
expertise of the IFIs could be used more systematically, such as the ownership or assessment of 
macroeconomic or budgetary forecasts made in particular by Member States' finance ministries.  

The paper published by the network of EU Independent Fiscal Institutions finally proposes, on the basis of a 
questionnaire, to assess the capacity of Independent Fiscal Institutions to carry out these tasks and reiterates 
its call for minimum standards for IFIs, notably with regard to their resources, good and timely access to 
information, adequate safeguard to their independence and the possibility to make their assessments 
public. 

Position of the European Fiscal Board (EFB) 

The European Fiscal Board (EFB) published on 26 October 2022 its activity report for 2021, in which it sets 
out its recommendations for the reform of the economic governance framework. 

This reflection, as the EFB recalls, takes place in a context where, in 2021, despite the strong economic 
recovery stimulated by the lifting of anti-Covid-19 sanitary measures, some EU Member States, especially 
those with an already high debt-to-GDP ratio, have further increased public spending "well beyond a 
sustainable medium-term path", some of this spending even being introduced on a permanent basis. The 
EFB stresses that such a situation, allowed by the implementation of the general escape clause of the SGP 
until the end of 2023 (see above), points to the need to clarify as soon as possible when and how to return 
to a rules-based approach, adding that "the pandemic has led to a 2-3-year hiatus in the reform debate." 

Thus, the EFB recommends reforming the European economic governance framework through: 

1) The introduction of a differentiation of rules according to the fiscal situation of Member States: 

 For most countries, supervision would be carried out at the national level 

https://www.europarl.europa.eu/doceo/document/A-9-2021-0212_EN.html#title5
https://www.euifis.eu/publications/30?mc_cid=81b131ae81&mc_eid=e2d112f085
https://ec.europa.eu/info/sites/default/files/annual_report_2021_efb_en_1.pdf
https://www.imf.org/en/Publications/Departmental-Papers-Policy-Papers/Issues/2022/08/31/Reforming-the-EU-Fiscal-Framework-Strengthening-the-Fiscal-Rules-and-Institutions-The-EUs-518388
https://ec.europa.eu/info/system/files/2022_10_24_efb_annual_report_2022_web.pdf
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The EFB underlines that “Because fiscal policy is inherently political and a product of national governance, a 
fiscal recommendation from the centre can easily be cast as a diktat from Brussels, and the launch of an EDP, as 
a case of unequal treatment. To resolve the tension between local policy making and adherence to supranational 
objectives, greater reliance on national frameworks to promote those common objectives has been proposed. 
The idea is that effective national frameworks aimed at similar goals alleviate the need for high frequency 
intervention from the centre.“ 

The EFB adds however that this requires some basic standards for national fiscal rules and to mandate 
national IFIs to assess compliance and apply flexibilities. Furthermore, the national IFIs would need to meet 
certain minimum requirements 

 On the other hand, increased European supervision would be in place for the most indebted 
countries. 

The latter would make commitments to reduce their stock of public debt "significantly over a period of 3 to 5 
years", taking into account in particular that the '1/20th' debt-reduction rule related sanctions of the Pact 
have never been launched.  

2) Furthermore, the EFB suggests introducing 'spending floors' to stimulate public spending in priority areas.  

It takes as an example the 2% defence spending target set by NATO for the Allies. 

3) Finally, as the Next Generation EU Recovery Plan is seen as a one-off and temporary initiative, the EFB reiterates 
the importance of having a permanent central fiscal capacity (CFC) at EU level to help Member States cope with 
large macroeconomic shocks, such as the Covid-19 pandemic.  

Indeed, as the EFB notes, "a CFC's response to a major shock is not only in the interest of the country or countries 
hit by such a shock. The macroeconomic stabilisation provided by the CFC also serves as a public good for the 
wider area. First, more aligned business cycles improve the monetary transmission mechanism, because in 
stabilising the business cycle the ECB is not held back by parts of the euro area out of sync with the rest of the area. 
Second, better functioning EU economies protect trade links. In addition, outside the direct economic sphere, 
there is the benefit of reducing political discontent and feelings of neglect from mitigating the consequences of 
adverse economic shocks.” 

For an overview of various elements that are relevant for the on-going debate on the review of the EU fiscal 
governance framework, see Figure 5 overleaf. 
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Figure 5: Review of the EU fiscal governance framework: Some pieces of the puzzle 

 
      Source: EGOV own elaboration. 
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•International agreement (e.g. "Fiscal Compact")
•National legislation (e.g. "balanced budget rules")

Form of the 
revision of the 

rules

•Enhanced supranational fiscal capacity and public goods, 
incliding progress on "EU own resouces"

•Enhanced national fiscal capacity (e.g. "rainy day funds")
•Make progress on Banking Union and Capital Markets 

Union
•Make progress on EU tax policies 

Reform 
beyond 

economic 
governance 

rules
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Annex 1: Gross domestic product of EU Member States (statistics and forecasts) 
 

Eurostat* (12/2022) EC (11/2022) IMF (10/2022) ECB (06/2022) OECD (11/2022) 

2019 2020 2021 2022 Q1 2022 Q2 2022 Q3 2022 2023 2024 2021 2022 2023 2021 2022 2023 2022 2023 2024 

BE 2.1 -5.7 6.2 0.6 0.5 0.2 2.8 0.2 1.5 6.2 2.4 0.4 6.2 2.4 1.5 2.9 0.5 1.1 

DE 1.1 -3.7 2.6 0.8 0.1 0.4 1.6 -0.6 1.4 2.6 1.5 –0.3 2.9 1.9 2.4 1.8 -0.3 1.5 

EE 3.7 -0.6 8.0 0.0 -1.3 -1.8 -0.1 0.7 2.1 8.0 1.0 1.8 8.2 1.5 1.9 0.8 0.5 3.2 

IE 5.4 6.2 13.6 7.0 2.2 2.3 7.9 3.2 3.1 13.6 9.0 4.0 13.5 5.8 4.7 10.1 3.8 3.3 

EL 1.8 -9.0 8.3 2.9 1.2  6.0 1.0 2.0 8.3 5.2 1.8 8.3 3.2 4.1 6.7 1.6 1.6 

ES 2.0 -11.3 5.5 -0.2 1.5 0.2 4.5 1.0 2.0 5.1 4.3 1.2 5.1 4.1 2.8 4.7 1.3 1.7 

FR 1.8 -7.8 6.8 -0.2 0.5 0.2 2.6 0.4 1.5 6.8 2.5 0.7 7.0 2.7 1.2 2.6 0.6 1.2 

IT 0.5 -9.0 6.6 0.2 1.1 0.5 3.8 0.3 1.1 6.6 3.2 –0.2 6.6 2.6 1.6 3.7 0.2 1.0 

CY 5.3 -5.0 5.5 1.7 0.3 1.3 5.6 1.0 2.4 5.6 3.5 2.5 5.5 2.7 3.6 : : : 

LV 2.5 -3.8 4.5 1.8 0.0 -1.7 1.9 -0.3 2.6 4.5 2.5 1.6 4.2 2.9 2.4 2.3 -0.2 2.3 

LT 4.6 -0.1 5.0 0.6 0.3 0.5 2.5 0.5 2.4 5.0 1.8 1.1 4.9 2.1 3.4 2.5 1.6 2.0 

LU 2.3 -0.8 5.1 0.7 -0.5 1.1 1.5 1.0 2.4 6.9 1.6 1.1 6.9 2.0 2.9 1.7 1.5 2.1 

MT 5.9 -8.3 10.3 1.1 0.9 1.3 5.7 2.8 3.7 10.3 6.2 3.3 9.4 5.4 4.9 : : : 

NL 2.0 -3.9 4.9 0.3 2.4 -0.2 4.6 0.6 1.3 4.9 4.5 0.8 5.0 2.8 1.5 4.3 0.8 1.1 

AT 1.5 -6.7 4.6 1.2 1.9 0.2 4.6 0.3 1.1 4.6 4.7 1.0 4.6 4.1 2.0 4.5 0.1 1.2 

PT 2.7 -8.4 4.9 2.4 0.1 0.4 6.6 0.7 1.7 4.9 6.2 0.7 4.9 6.3 2.6 6.7 1.0 1.2 

SI 3.5 -4.3 8.2 -0.1 0.2 -1.4 6.2 0.8 1.7 8.2 5.7 1.7 8.1 5.8 2.4 5.0 0.5 2.0 

SK 2.6 -4.4 3.0 0.3 0.4 0.4 1.9 0.5 1.9 3.0 1.8 1.5 3.0 1.4 1.9 1.6 0.5 2.1 

FI 1.2 -2.2 3.0 0.3 0.7 -0.3 2.3 0.2 1.4 3.0 2.1 0.5 3.5 1.7 0.5 2.2 -0.3 1.1 

EA 1.6 -6.1 5.2 0.6 0.8 0.3 3.2 0.3 1.5 5.2 3.1 0.5 5.4 2.8 2.1 3.3 0.5 1.4 

BG 4.0 -4.4 4.2 0.4 0.7 0.6 3.1 1.1 2.4 4.2 3.9 3.0 : : : 2.8 1.7 3.1 

CZ 3.0 -5.5 3.5 0.6 0.5 -0.2 2.5 0.1 1.8 3.5 1.9 1.5 : : : 2.4 -0.1 2.4 

DK 1.5 -2.0 4.9 -0.5 0.9 0.5 3.0 0.0 1.3 4.9 2.6 0.6 : : : 3.1 0.1 1.1 

HR 3.5 -8.1 10.2 2.8 1.5 -0.4 6.0 1.0 1.7 10.2 5.9 3.5 : : : 6.4 0.8 1.5 

HU 4.6 -4.5 7.1 1.6 0.8 -0.4 5.5 0.1 2.6 7.1 5.7 1.8 : : : 6.0 1.5 2.1 

PL 4.7 -2.2 5.9 4.3 -2.3 1.0 4.0 0.7 2.6 5.9 3.8 0.5 : : : 4.5 0.9 2.4 

RO 4.2 -3.7 5.9 1.5 1.3 1.3 5.8 1.8 2.2 5.9 4.8 3.1 : : : 6.5 1.4 2.8 

SE 2.0 -2.2 5.1 -0.1 0.7 0.6 2.9 -0.6 0.8 5.1 2.6 –0.1 : : : 2.9 -0.6 1.9 

EU 1.8 -5.7 5.3 0.7 0.7 0.4 3.3 0.3 1.6 5.4 3.2 0.7 : : : : : : 
Note: Year-on-year GDP growth is provided for 2019, 2020 and 2021, while quarter-on-quarter changes are provided for 2022 Q1 and 2022 Q2. The forecast data by EC, IMF, OECD and ECB are the baseline 
scenarios. 

https://ec.europa.eu/eurostat/databrowser/view/teina011/default/table?lang=en
https://economy-finance.ec.europa.eu/publications/european-economic-forecast-autumn-2022_en
https://www.imf.org/en/Publications/WEO/Issues/2022/10/11/world-economic-outlook-october-2022
https://www.ecb.europa.eu/pub/pdf/annex/eurosystemstaffprojectionsbreakdown202206.en.pdf
https://www.oecd-ilibrary.org/economics/oecd-economic-outlook_16097408
https://ec.europa.eu/eurostat/databrowser/view/tec00115/default/table?lang=en
https://ec.europa.eu/eurostat/databrowser/view/teina011/default/table?lang=en
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Annex 2: Inflation in EU Member States (HICP annual rate of change) 

 
Eurostat (11/2022) EC (11/2022) IMF(10/2022) ECB (06/2022) OECD (11/2022) 

2019 2020 2021 2022 Q1 2022 Q2  2022 Q3  2022 2023 2024 2021 2022 2023 2021 2022 2023 2022 2023 2024 

BE 1.2 0.4 3.2 9.3 10.5 12.1 10.4 6.2 3.3 3.2 9.5 4.9 3.2 8.2 2.6 9.9 6.6 4.1 

DE 1.4 0.4 3.2 7.6 8.2 10.9 8.8 7.5 2.9 3.2 8.5 7.2 3.2 7.1 4.5 8.5 8.0 3.3 

EE 2.3 -0.6 4.5 14.8 22.0 24.1 19.3 6.6 2.6 4.5 21.0 9.5 4.5 15.4 4.5 20.2 10.8 2.8 

IE 0.9 -0.5 2.4 6.9 9.6 8.6 8.3 6.0 2.8 2.4 8.4 6.5 2.4 7.2 3.8 8.4 7.2 2.9 

EL 0.5 -1.3 0.6 8.0 11.6 12.1 10.0 6.0 2.4 0.6 9.2 3.2 0.6 7.6 2.4 9.7 4.3 2.3 

ES 0.8 -0.3 3.0 9.8 10.0 9.0 8.5 4.8 2.3 3.1 8.8 4.9 3.0 7.2 2.6 8.6 4.8 4.8 

FR 1.3 0.5 2.1 5.1 6.5 6.2 5.8 4.4 2.2 2.1 5.8 4.6 2.1 5.6 3.4 5.9 5.7 2.7 

IT 0.6 -0.1 1.9 6.8 8.5 9.4 8.7 6.6 2.3 1.9 8.7 5.2 1.9 6.2 2.7 8.1 6.5 3.0 

CY 0.5 -1.1 2.3 6.2 9.0 9.0 8.0 4.2 2.5 2.2 8.0 3.8 2.3 7.0 2.8 : : : 

LV 2.7 0.1 3.2 11.5 19.2 22.0 16.9 8.3 1.3 3.2 16.5 8.0 3.2 14.8 7.0 17.0 10.7 5.0 

LT 2.2 1.1 4.6 15.6 20.5 22.5 18.9 9.1 2.1 4.6 17.6 8.4 4.6 15.2 4.6 18.8 11.9 4.0 

LU 1.6 0.0 3.5 7.9 10.3 8.8 8.4 3.8 3.1 3.5 8.4 3.7 3.5 7.2 2.7 8.2 4.0 3.2 

MT 1.5 0.8 0.7 4.5 6.1 7.4 6.1 4.0 2.4 0.7 5.9 4.6 0.7 5.0 2.9 : : : 

NL 2.7 1.1 2.8 11.7 9.9 17.1 11.6 4.2 3.9 2.8 12.0 8.0 2.8 8.7 3.9 12.2 8.5 4.2 

AT 1.5 1.4 2.8 6.6 8.7 10.9 8.7 6.7 3.3 2.8 7.7 5.1 2.8 6.2 3.6 8.5 6.7 3.6 

PT 0.3 -0.1 0.9 5.5 9.0 9.8 8.0 5.8 2.3 0.9 7.9 4.7 0.9 5.9 2.7 8.3 6.6 2.4 

SI 1.7 -0.3 2.0 6.0 10.8 10.6 9.2 6.5 3.5 1.9 8.9 5.1 2.0 9.0 4.5 9.2 7.5 4.4 

SK 2.8 2.0 2.8 9.6 12.6 13.6 11.8 13.9 3.6 2.8 11.9 10.1 2.8 10.4 11.1 12.0 15.5 5.1 

FI 1.1 0.4 2.1 5.8 8.1 8.4 7.2 4.3 1.9 2.1 6.5 3.5 2.1 5.6 2.4 7.0 5.3 3.1 

EA 1.2 0.3 2.6 7.4 8.6 9.9 8.5 6.1 2.6 2.6 8.3 5.7 2.6 6.8 3.5 8.3 6.8 3.4 

BG 2.5 1.2 2.8 10.5 14.8 15.6 12.8 7.4 3.2 2.8 12.4 5.2 : : : 14.1 7.5 4.8 

CZ 2.6 3.3 3.3 11.9 16.6 17.8 15.6 9.5 3.5 3.8 16.3 8.6 : : : 15.2 9.9 4.1 

DK 0.7 0.3 1.9 6.0 9.1 11.1 7.9 3.7 2.0 1.9 7.2 3.8 : : : 7.8 5.5 2.8 

HR 0.8 0.0 2.7 7.3 12.1 12.6 10.1 6.5 2.3 2.6 9.8 5.5 : : : 10.6 6.3 3.1 

HU 3.4 3.4 5.2 8.6 12.6 20.7 14.8 15.7 3.9 5.1 13.9 13.3 : : : 13.5 12.7 5.2 

PL 2.1 3.7 5.2 10.2 14.2 15.7 13.3 13.8 4.9 5.1 13.8 14.3 : : : 14.2 10.8 6.6 

RO 3.9 2.3 4.1 9.6 13.0 13.4 11.8 10.2 6.8 5.0 13.3 11.0 : : : 13.3 8.3 4.2 

SE 1.7 0.7 2.7 6.3 8.9 10.3 8.1 6.6 1.8 2.7 7.2 8.4 : : : 8.3 7.0 2.3 

EU 1.4 0.7 2.9 7.8 9.6 10.9 9.3 7.0 3.0 2.9 9.2 6.8 : : : : : : 
Note: Average annual rate of HICP change is provided for 2019, 2020 and 2021, while information of annual rate of HICP change for the last month of the quarter is provided for quarterly data of 2022.Fo r 
2022Q3 data for September is available only for EA countries, for countries outside the Euro the latest August numbers are used. 
  

https://ec.europa.eu/eurostat/databrowser/view/PRC_HICP_AIND__custom_969769/default/table?lang=en
https://economy-finance.ec.europa.eu/publications/european-economic-forecast-autumn-2022_en
https://www.imf.org/en/Publications/WEO/Issues/2022/10/11/world-economic-outlook-october-2022
https://www.ecb.europa.eu/pub/pdf/annex/eurosystemstaffprojectionsbreakdown202206.en.pdf
https://www.oecd-ilibrary.org/economics/oecd-economic-outlook_16097408
https://ec.europa.eu/eurostat/databrowser/view/PRC_HICP_AIND__custom_969769/default/table?lang=en
https://ec.europa.eu/eurostat/databrowser/view/prc_hicp_manr/default/table?lang=en
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* Note: Average annual rate of HICP change is provided for 2019 and 2020, while information of annual rate of HICP change for the last month of the quarter is provided for all quarters of 2021.  

 
 

Annex 3: The 2023 MIP scoreboard for the identification of possible macro-economic imbalances (reference year 2021) 
 External imbalances and competitiveness Internal imbalances Employment Indicators 

Year 
2020 

Current 
Account 
Balance 
% of GDP 

3 year average 

Net 
International 
Investment 

Position 
% of GDP 

Real Effective 
Exchange 
Rate with 

HICP deflator 
3 year % 
change 

Export 
Market 
Shares 
5 year 

% change 

Nominal ULC 
(2010=100) 

3 year % 
change 

House Prices 
index 

deflated 
1 year % 
change 

Private 
Sector Credit 

Flow 
% of GDP 

Private 
Sector Debt, 
consolidated 

% of GDP 

General 
Government 
Gross Debt 

% of GDP 

Unemployme
nt rate 

3 year average 

Total 
Financial 

Sector 
Liabilities, 

non-
consolidated 

1 year % 
change 

Activity rate 
% of total 

pop. aged 15-
64 

3 year change 

Long term 
unemployme

nt rate 
% of active 

pop. aged 15-
74 

3 year change 

Youth 
unemployme

nt rate 
% of active 

pop. aged 15-
24 

3 year change 

Thresholds -4/+6% -35% 
±5% (EA) 

±11% (non-
EA) 

-6% +9% (EA) 
12% (non-EA) 

+6% 14% 133% 60% 10% 16.5% -0.2 pp 0.5 pp 2 pp 

BE 0.5 59.9 0.6 2.4 5.4p 4.5 3.8p 169.0p 109.2 5.9 7.5 1.1 0.0 2.2 
BG 0.5 -18.4 3.8 12.2 16.4 2.5p 4.4 84.4 23.9 5.5 9.5 0.6 -1.0 -0.1 
CZ 0.5 -15.6 5.0 -1.1 13.9 16.4 2.9 78.8 42.0 2.5 7.9 0.0 0.1 1.5 
DK 8.5 77.0 -1.1 6.5 6.1 9.5 12.3 214.7 36.6 5.2 11.7 1.4 0.0 0.3 
DE 7.3 70.7 0.5 -5.9 7.4p 8.2p 5.7p 120.4p 68.6 3.4b 7.2 1.2 -0.2 0.3 
EE -0.1 -13.0 1.9 17.8 10.7 10.4 6.5 95.3 17.6 5.9 17.5 -0.2 0.3 4.7 
IE -4.2 -145.5 -2.6 39.9 -7.9 4.2 2.6p 168.1p 55.4 5.7 18.8p 1.8 

 
-0.3 0.7 

EL -5.0 -171.9 -3.1 9.6 4.0p 6.4e -0.1p 120.7p 194.5 16.7 14.3 -0.8 -3.3 -5.7 
ES 1.2 -71.5 -0.5 -10.5 12.3p 1.5 2.5p 139.1p 118.3 14.8d 6.6 0.0d -0.2d 0.5d 
FR -0.3 -32.1 -0.4 -11.4 4.6p 4.7 6.5p 167.8p 112.8 8.1d 7.3p 0.2d -0.2d -3.1d 
HR 1.8 -35.1 -1.5 7.9 6.4p 4.5 3.0p 88.5p 78.4 7.2 11.7 2.4 -0.6 -1.8 
IT 3.4 8.1 -1.8 -6.2 4.6 0.9 3.3 113.5 150.3 9.6 6.2 -1.1 -1.1 -2.5 
CY -7.5 -117.8 -2.4 24.9 4.1p -4.3 4.3p 248.4p 101.0 7.4 -0.8 1.7 -0.1 -3.1 
LV -0.7 -27.4 2.3 13.4 14.5 7.3 0.9 58.0 43.6 7.3 13.2 -1.8 -1.1 2.6 
LT 4.0 -7.4 4.4 37.9 19.2 11.0 5.9 53.9 43.7 7.3 25.2 0.9 0.6 3.2 
LU 4.2 30.6 0.6 13.1 11.2p 12.4 53.9p 340.6p 24.5 5.9 11.4 2.1 0.4 2.7 
HU -1.9 -53.1 -4.1 0.0 12.4p 10.0p 12.7p 80.5p 76.8 3.8 16.4 2.1 -0.1 3.6 
MT -0.8 52.8 -1.2 -0.9 12.9 3.8p 9.4 131.8 56.3 3.8 7.7 3.5 -0.9 0.3 
NL 6.4 93.0 2.2 1.1 11.2p 11.2p 11.7p 229.3p 52.4 4.5 -0.3p 1.0 -0.4 0.4 
AT 1.9 14.7 1.2 -2.7 9.9 9.9 7.4 129.7 82.3 5.7 8.0 0.1 0.3 1.0 
PL 0.3 -39.5 -0.4 24.9 9.9b 3.7 4.0 71.6 53.8 3.3 13.6 3.4 -0.1 0.1 
PT -0.6 -94.7 -2.8 -5.3 12.5p 7.9 4.0p 156.9p 125.5 6.8 7.1 0.7 -0.3 3.1 
RO -5.7 -47.2 1.0 10.6 14.4p -1.1 3.8p 48.1p 48.9 5.5 14.3 3.2 -0.2 0.5 
SI 5.8 -6.8 -0.4 11.6 12.8 7.8 3.5 66.4 74.5 4.7 14.1 0.6 -0.3 3.9 
SK -1.8 -61.0 3.1 -2.9 14.1 3.0 5.5 95.0 62.2 6.4 24.0 0.2 -0.8 4.8 
FI 0.3 -1.4 -0.7 4.9 6.0 2.8 6.1 150.1 72.4 7.4 9.4 1.8 -0.2 -0.2 
SE 5.6 21.2 2.1 -1.0 5.5 8.1 16.6 215.2 36.3 8.1 10.9 0.6b 0.2 7.9 

Source: 2023 AMR. Boxes shaded in grey indicate values outside the threshold. A dedicated Eurostat website presents the latest available figure

https://ec.europa.eu/eurostat/databrowser/view/PRC_HICP_AIND__custom_969769/default/table?lang=en
https://ec.europa.eu/eurostat/databrowser/view/prc_hicp_manr/default/table?lang=en
https://ec.europa.eu/info/system/files/com_2022_781_1_en.pdf
https://ec.europa.eu/eurostat/web/macroeconomic-imbalances-procedure
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