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PROCEDURAL PAGE

By letter of 22 December 2000, the Commission forwarded to Parliament a communication 
on the contribution of public finances to growth and employment: improving quality and 
sustainability (COM(2000) 846 – 2001/2082(COS)).

At the sitting of 14 May 2001 the President of Parliament announced that she had referred the 
communication to the Committee on Economic and Monetary Affairs as the committee 
responsible and the Committee on Budgets, Committee on Employment and Social Affairs 
and Committee on Industry, External Trade, Research and Energy for their opinions 
(C5-0172/2001).

The Committee on Economic and Monetary Affairs had appointed Karla M.H. Peijs 
rapporteur at its meeting of 21 March 2001.

The committee considered the Commission communication and the draft report at its 
meetings of 11 June, 28 August and 13 September 2001.

At the last meeting it adopted the motion for a resolution by 19 votes to 16.

The following were present for the vote: Christa Randzio-Plath, chairman; Philippe A.R. 
Herzog, vice-chairman; Generoso Andria, Richard A. Balfe, Luis Berenguer Fuster, 
Pervenche Berès, Hans Blokland, Hans Udo Bullmann, Gérard Caudron (for Bruno Trentin 
pursuant to Rule 153(2)), Harald Ettl (for Giorgos Katiforis), Jonathan Evans, Carles-Alfred 
Gasòliba i Böhm, Robert Goebbels, Lisbeth Grönfeldt Bergman, Christopher Huhne, Pierre 
Jonckheer, Othmar Karas, Christoph Werner Konrad, Alain Lipietz, Astrid Lulling, Jules 
Maaten (for Karin Riis-Jørgensen), Thomas Mann (for Brice Hortefeux), Ioannis Marinos, 
Miquel Mayol i Raynal, Ioannis Patakis, Fernando Pérez Royo, John Purvis (for Piia-Noora 
Kauppi), Alexander Radwan, Bernhard Rapkay, Olle Schmidt, Charles Tannock, Marianne 
L.P. Thyssen, Ieke van den Burg (for Helena Torres Marques), Theresa Villiers and Karl von 
Wogau.

The opinion of the Committee on Budgets, is attached; the Committee on Employment and 
Social Affairs decided on 17 May 2001 not to deliver an opinion and the Committee on 
Industry, External Trade, Research and Energy decided on 29 May 2001 not to deliver an 
opinion.

The report was tabled on 14 September 2001.

The deadline for tabling amendments will be indicated in the draft agenda for the relevant 
part-session.
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MOTION FOR A RESOLUTION

European Parliament resolution on the Commission communication on the contribution 
of public finances to growth and employment: improving quality and sustainability 
(COM(2000) 846 – C5-0172/2001 – 2001/2082(COS))

The European Parliament,

– having regard to the Commission communication (COM(2000) 846 – C5-0172/2001),

– having regard the Conclusions of the European Council held in Lisbon on 23-24 March 
20001,

– having regard to Rule 47(1) of its Rules of Procedure,

– having regard to the report of the Committee on Economic and Monetary Affairs and the 
opinion of the Committee on Budgets A5-0306/2001,

A. considering that the over-extension of public expenditures in continental Europe over the 
past thirty years have forced European governments to raise their taxes at an unbearable 
level, sapping potential growth in the process,

B. considering that facing the problems of uncertain financing of tax reform, brisk growth of 
spending or possible budgetary target overruns  the three biggest states of the Euro Area 
risk falling short of  the provisions of the stability and growth pact, which sets as objective 
a position "close to balance" or "in surplus",

C. considering that the failure of public investment to revive economic growth on a sustainable 
basis in Japan should induce policy-makers to operate with the utmost caution when 
designing such type of measures. 

D. Noting with interest from the Commission report that the so-called decline of public 
investment in Europe may only be purely statistical,

E. considering that many European governments have relaxed their budgetary efforts from 
1998 on, relying mainly on cyclical receipts and UMTS proceeds to reduce public deficit 
and public debt,

F. considering that the 60 % threshold of public debt provide already considerable room for 
member States wishing to invest, and crossing this threshold bear the risk of being cornered 
into an unsustainable fiscal position in a medium to long term perspective,

G. considering that raising the employment participation rate in Europe is a major challenge 
for the years to come,

H. whereas the Stockholm Summit called on the Council regularly to examine the long-term 
sustainability of public finances, including the pressures that can be expected to result from 

1 SN 100/00
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demographic changes, and to do so in the framework both of the Broad Economic Policy 
Guidelines and the Stability and Convergence Programmes,

1. Welcomes expressly the Commission communication, which for the first time, in 
accordance with the mandate from the Lisbon European Council, acknowledges the part 
played by public finances and their contribution to achieving the new strategic goal of 
promoting growth and employment;

2. Points out that, in addition to public finances, numerous other factors influence growth and 
job-creation long-term, and that those objectives can only be achieved by way of a balanced 
policy mix; 

3. Reminds member states, especially bigger ones, that their budgetary consolidation process 
is not over, and that attempts to loosen the budgetary stance are risky for the international 
credibility of the whole Euro area and would signal to the outside world that structural 
reforms in Europe are only slowly making headway;

4. Calls on the member states to stick to the engagements they have endorsed in the stability 
and convergence programs updated and validated by the Council in February-March 2001;

5. Is concerned that the recent mention included in the conclusions of the presidency after 
the Gothenburg summit to let automatic stabilisers play, may be interpreted by European 
governments as a genuine spending licence; notes that automatic stabilisers may only be 
allowed responsibly when the fiscal starting position of the Member State is sustainable;

6. Warns national governments that even a temporary loosening of the fiscal stance may ruin 
a decade of painful budgetary adjustment and that the commitment of the accession 
countries to build sound public finances in the run-up to the EU may be weakened by such 
a deviation;

7. Supports the general tone of the European Commission report, welcoming in particular the 
attempt by the European Commission to define what would be a sustainable tax cut through 
four criteria : budgetary position 'close-to-balance or in surplus', no pro-cyclical measures, 
account must be taken of the level of government debt and long-term budget sustainability, 
and tax reform should form part of a comprehensive reform package (i.e. to improve 
incentives for employment and entrepreneurial activity);

8. Calls on the Commission to pursue its efforts by creating a 'code of conduct' designed to 
guide national governments when they design tax cuts, and to intensify its efforts, in 
cooperation with national finance ministers, to reach a common understanding of the 
responsiveness of tax revenues and public spending to variations in each economy’s 
business cycle; draws attention to the need to put an end to unfair tax competition in the 
interests of a functioning internal market;
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9. Emphasises that 'making work pay' should be the priority for fiscal policies to tackle the 
employment issue and to solve the so-called 'structural problems' in Europe; in this respect 
underlines that decreases in labour taxes should target especially the lower end of the 
labour market, , in order  to increase incentives to go back to work, and not VAT increases 
which have adverse effects on inflation, but without running counter to efforts to 
coordinate tax systems across Europe and include an ecological component in them;

10. In the same context, calls social for fiscal and administrative obstacles which keep women 
or older people from returning to or remaining at work to be abolished, in order to give a 
greater section of the workforce access to the labour market;

11. Underlines that public investments are liable to be ill-targeted and ill-managed and are 
bound to translate into a higher public debt and eventually a higher tax burden for the 
productive sector; supports the opinion of the Commission that opening public 
procurements to Europe-wide competition, given slimmed-down procedures, may provide 
higher returns at lower cost;

12. Considers that an increase in public and private spending in education and in research and 
development is a necessity for the successful transition to the knowledge society, but 
underlines that this should be coupled with structural reforms in the corresponding fields;  
encourages public research institutes and universities to embark on partnerships with the 
private sector to optimise the existing amount of resources devoted to education and 
research;

13. Regrets that the Commission proposal to include a paragraph about long-term sustainability 
of public finances in the stability and convergence programs falls short of providing an 
adequate answer to ageing-related problems; calls instead on the Council and the 
Commission to extend current Stability and Growth Pact requirements by setting new, 
individual targets for each country, taking into account the level of hidden liabilities implied 
by an ageing society; proposes that such targets should be reached by 2005;

14. Instructs its President to forward this resolution to the Council and the Commission.
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EXPLANATORY STATEMENT

Public finances : contribution to growth and employment

This general assessment of the public finances in the Euro Area will follow the Commission's 
report structure, while retaining freedom of speech by underlining what is relevant in the 
Commission's paper and what is debatable or subject to criticism. We have highlighted ten 
points that constitute the skeleton of our report. 

1. Overview of EU public finances at the start of the 21st century : 

As the Commission rightly puts it across, an extraordinary increase in the size of government 
expenditures has taken place over the past thirty years. General government expenditures 
amounted to 35 % of GDP in 1970, but rose continuously to peak at over 50 % in the early 
nineties. High growth of public spending led over the years to an unsustainable budgetary 
position. In the wake of the Maastricht treaty, national member States began from around 1995 
to trim their public spending and to raise taxes. This double trend allowed the EU to reach a 
small surplus in 2000. But this achievement was dearly paid in terms of lower growth. Actually, 
and contrary to a pattern traditionally described by the economic theory, not only the catching 
up of Europe with the United States came to a halt in the eighties, but Europe was losing ground 
to the United States in the nineties. Wealth per head is now only 65 % that of the USA, some 
nine points lower than the peak reached in the early eighties. Two alternative explanations may 
then come to the mind : 

→ Efficient public expenditures were trimmed, which caused a slowdown throughout the 
nineties caused by a reduction in the positive spillovers of public expenditure and a general 
decline in demand. That would be an old Keynesian approach ;

Considering the shortcomings associated with public spending, we support a much more 
founded view, highlighting the importance of the supply-side of the economy :

→ To finance inefficient public expenditures, the level of taxation was raised to such high levels 
that the private sector was choked. If you are sceptical, consider the American case, there, low 
public expenditures and a durably sound budgetary stance have allowed the private sector to 
fully exploit technological breakthroughs that happened in the mid-nineties. You won't find 
action plans, bureaucratic schemes and the like to guide economic agents. They simply work. 
And it works.

It might be argued that, if properly used, public spending and the tax system could contribute 
to growth. In particular, investment is shown to promote growth on a durable basis. Against 
that background, any type of investment, public or private, could contribute to growth, 
providing arguments for a more active involvement of the State. Unfortunately, and the 
Commission is quick to point it, public investment may result in higher taxes (discouraging 
investment) or in higher deficit/debt (which means higher interest rates and lower opportunities 
of financing for the private sector). Additionally, there is the risk of crowding out private 
investment that otherwise may have done the job more efficiently. Finally, experience tells us 
that public investment is often misallocated and mismanaged. Sadly, the example of Japan is a 
clear example of that. The question whether public spending should be increased in countries 
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where it is at a low level is, accordingly, debatable. But in continental Europe, where public 
spending has shown its resilience at a high level even after a decade of efforts by policy makers 
to trim them, there a need to uproot for good the tendency to see in increased public spending 
the key to all the problems of the old continent.

Point n°1 : the overextension of the public sector and the public expenditure have forced 
European government to raise their taxes at an unbearable level, sapping potential growth in 
the process.

Point n°2 : we support the Commission's stance stressing the adverse effects of a bloated public 
investment.

2. Maintaining sound public finances in stage 3 of EMU

The fact that the EU has generated a surplus in 2000 does not mean that the consolidation of 
public finance is over. Far from it. In many cases, improvements of public finances have been 
secured by cyclical receipts, social and unemployment benefits temporary fall, UMTS windfalls 
and the reduction in interest payments thanks to interest rate convergence. These four factors 
have been more or less out of the control of member States, reducing their respective merits. 
Especially for the bigger countries, fiscal consolidation is not over. Instead, there's the risk of 
inappropriate spending measures or tax cuts not financed by a steady stream of income. The 
Commission is then fully right to recall that States have conducted a pro-cyclical policy in the 
past, adding inappropriate volatility to the cycle (which is a violation of their role of economic 
smoothing) and creating future budgetary imbalances. The degradation of the public balance in 
case of an economic slowdown, will then be all the more sudden, as in 1992–1993. The 
Commission recalls that six EU countries have still a cyclically adjusted deficit at or higher 
than 1 % of GDP (Germany, France, Italy, Austria, Portugal and Greece), but at the same time 
considers that recent budgetary developments indicate that the EU "is on the right track". We 
somewhat regret this rather complacent conclusion that does not match properly with the 
Commission's assessment mentioned hitherto and may well induce lax attitudes of members 
States, especially in the run-up to national elections.

We welcome the four criteria set by the Commission in this paper to define what is a sustainable 
tax cut.

1) budgetary position 'close-to-balance or in surplus';
2) no pro-cyclical measures;
3) account must be taken of the level of government debt and long-term budget 

sustainability;
4) tax reform should form part of a comprehensive reform package (i.e. to improve 

incentives for employment and entrepreneurial activity);

Point n°3 : Member states, especially bigger ones, should be warned firmly that their budgetary 
consolidation process is not over and attempts to loosen the budgetary stance are risky for the 
international credibility of the whole Euro area ;

Point n°4 : The attempt by the European Commission to gauge the relevant character of a tax 
cut should be welcomed and we would like the Commission to pursue their efforts by creating 
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a "code of conduct" designed to guide national governments when they design tax cuts ;

Point n°5 : We support fully the view that tax cuts should be introduced only when the budgetary 
situation calls for them. In this regard, the four prerequisites of an efficient tax cut put forward 
by the Commission should be backed ;

3. Towards more employment-friendly tax and benefit systems : 

The Commission emphasises that the fiscal burden is especially heavy on low wages, which 
discourages employees with lower qualifications to seek actively work (because of 
comparatively high social benefits) and discourages employers to hire them because of a high 
total cost of employment (wage + payroll taxes). This supports the view that taxes on labour 
should be reduced, but how ? The Commission stresses that a tax cut fully offset by a reduction 
in government consumption is likely to have a positive impact on growth, employment, 
investment and even the public balance whereas an unfunded tax cut will deteriorate the public 
balance, even in the medium term. A theoretically astute move could be a decrease labour taxes 
and simultaneously to finance the shortfall by a rise in VAT. VAT is a broad-based tax, more 
neutral and less sensitive politically but these advantages have negative counterparts :
– Tax cuts for employed people are largely offset by the reduction in household purchasing 
power because of the VAT hike. What the government gives with one hand, it somewhat takes 
it back with the other ;
– It is likely that social benefits will be mechanically raised because of higher inflation. The 
question of incentives to going back to work is then not addressed ;
– The inefficient structure of the tax system may be partially addressed, but the level of the 
overall tax burden remains more or less the same ;
– In many countries, VAT receipts (and more generally accise taxes) are already a very 
significant part of the total fiscal receipts ;
– Because VAT is an easy and concealed way to collect taxes, it may make the government 
complacent about future spending overruns or the introduction of new social benefits ;
– Through model simulations, the Commission shows that the VAT option is less efficient for 
growth, employment and investment than a tax cut financed by a reduction of public spending. 
That's why we consider that the VAT option isn't the right solution. A firmer position of the 
Commission on that matter would have been more preferable.

Point n°6 : "make work pay" should be a priority for fiscal policies to tackle employment 
problems and to solve the so-called "structural problems" in Europe. That's why decreases in 
labour taxes should target especially the lower end of the labour market. As an unfunded tax 
cut can't be self-financed, tax cuts should be matched by appropriate reductions of public 
spending. 

Point n°7 : raising the VAT to reduce labour taxes fuels inflation, might induce governments to 
call off their efforts to optimise public spending and more generally does not address properly 
the employment issue.

4. Public finances for the knowledge-driven economy :

The Lisbon European Council stressed the importance of public expenditures that support the 
strategic goal of moving towards a knowledge-driven economy. But the question remains 
whether the new economy is best-supported directly -by outright public spending- or indirectly 
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by an improvement of the legal and economic framework influencing the behaviour of private 
companies. 
The Commission has not a clear stance on that subject, mainly because of inadequate data 
regarding the breakdown and the efficiency of public investment. Four points in the 
Commission’s paper are nevertheless worth noting :
– Spending derived from outsourcing policies aimed at increased efficiency is recorded in 
current expenditures instead of public investments. This apparently innocuous remark has 
important consequences : the so-called "alarming” decrease in public investment, so often 
invoked to call for a revival of public investment, may be caused by a mere reshuffling between 
statistical categories within public spending. Considering the consequences of the inference 
being made here, it is a pity that the Commission could not compute a ballpark figure of the 
bias ;
– Instead of spending more, the effective opening of public procurements to competition shall 
be better implemented, which would optimise public spending on infrastructure ;
– The law of diminishing returns applies also to public investments, which means that an 
increase of public investments may be wasteful. Japan's case, with public investments reaching 
8 % of GDP is a revealing example.

From our standpoint, this technical assessment may well be complemented by a more political 
judgement. Experience tells us that in many cases public investment and public works have 
been a convenient way to distribute handouts to regions or population subgroups for political 
reasons. The outcome of such practices is all too clear :
- "Prestige" achievements, whose positive spillovers to the economy are close to nil;
- Unprofitable projects which translate into deficits to be bailed out by the taxpayer;
- Distribution of funds too evenly spread between too many beneficiaries; 
- Waste of resources because of little competition in public procurement;
- Development of "rent-seeking" habits within the private sector, leading to a waste of energy 
and a decreasing commitment to provide a high-level of quality for the goods and services 
provided.

Point n°8 : however appealing the idea would be, an increased effort in public investment might 
be wasteful and/or ill targeted. Opening public procurement to Europe-wide competition may, 
given slimmed-down procedures, provide higher returns at a lower cost.
As regards R&D, public outlays in GDP percentage are lower in the USA than in the European 
Union, (Source: key indicators 2000, DG Research) which shows that the American current 
technological advantage is not due to a higher public spending in this area, but rather that 
American companies are able to benefit from a lower tax burden and can count on an 
educational system less reluctant to embark on “win-win” partnerships with the private sector.

Point n°9 : Enhancing R&D may be better achieved by institutional and regulatory 
arrangements than direct spending measures. Encouraging public research institutes and 
universities to embark on partnerships with the private sector may optimise the existing amount 
of resources devoted to research.

5. Long-term sustainability of public finances :

National authorities, in co-operation with the European Commission and Eurostat, have run 
simulations on the sustainability of pension expenditures by 2050 if current dispositions are 
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enforced. The result is that expenditures will rise by 1.7 to 8.3 GDP points, depending on each 
country’s pension system. According to OECD estimations, public expenditures on health may 
rise by three more GDP points. Here the Commission is proposing a four-pronged response by 
members States to these adverse long-term developments on public finances :
– Pre-emptive consolidation of public finances. This means that members should stick to their 
2003 medium-term targets prior to 2010 to reduce as much as possible their public debt levels ;
– Raising employment levels. This would mean reaching the goal set in Lisbon (from 61 % 
today to 70 % by 2010) ;
– Reforming the public pensions system.
Additionally, the Commission proposes to include in future stability and convergence programs 
a section on the long-term sustainability of public finances.

Point n°10 : Regrets that the Commission proposal to include a paragraph about long-term 
sustainability of public finances in the stability and convergence programs falls short of 
providing an adequate answer to ageing-related problems; calls instead on the Council and the 
Commission to extend current Stability and Growth Pact requirements by setting new, 
individual targets for each country, taking into account the level of hidden liabilities implied 
by an ageing society; proposes that such targets should be reached by 2005;

This enhanced evolution of the SGP would introduce incentives for national members States to 
put their national pension system on a more sustainable footing, which in turn provide more 
leeway to conduct other policies from a budgetary point of view. This would match exactly the 
spirit of a sound reform : it’s only after a successful structural reform that a relaxation of fiscal 
policy is conceivable. Otherwise, the euro area is liable to a go through a succession of booms 
and busts triggered by the poor shape of its public finances.
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4 September 2001

OPINION OF THE COMMITTEE ON BUDGETS

for the Committee on Economic and Monetary Affairs

on the Commission communication on the contribution of public finances to growth and 
employment: improving quality and sustainability  
(COM(2000) 846 – C5-0172/2001 – 2001/2082((COS)))

Draftsman: Joan Colom i Naval

PROCEDURE

The Committee on Budgets appointed Joan Colom i Naval draftsman at its meeting of 26 June 
2001.

It considered the draft opinion at its meeting of 3 September 2001.

At this meeting it adopted the following amendments unanimously.

The following were present for the vote: Terence Wynn, chairman; Reimer Böge, vice-
chairman;  Ioannis Averoff, Jean-Louis Bourlanges, Gianfranco Dell'Alba, Gérard M.J. 
Deprez (for Carlos Costa Neves), Göran Färm, Markus Ferber, Salvador Garriga Polledo, 
Neena Gill, Catherine Guy-Quint, Jutta D. Haug, Anne Elisabet Jensen, Jan Mulder, Juan 
Andrés Naranjo Escobar, Giovanni Pittella, Bartho Pronk (for Armin Laschet), Heide Rühle, 
Esko Olavi Seppänen (for Francis Wurtz), Per Stenmarck, Francesco Turchi, Kyösti Tapio 
Virrankoski, Ralf Walter, Brigitte Wenzel-Perillo.
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SHORT EXPLANATORY STATEMENT

The Commission presented on 21 December 2000 its "Communication from the Commission 
to the Council and the European Parliament, (on) The Contribution of Public Finances to 
Growth and Employment: Improving Quality and Sustainability"1.This document was 
followed on 27 June 2001 by a "Communication from the Commission to the Council and the 
European Parliament (on) Public finances in EMU - 2001"2.

These thorough and worth reading documents (although they are quite voluminous) paint a 
very good picture of the developments in public finance in the Member States and of their 
macro-economic impact. Unfortunately, neither these documents, nor the draft report of Mrs 
Karla Peijs, rapporteur for the Economic and Monetary Affairs, mention the fact that the 
general budget of the Union and the budgets of the Member States influence each other. Also 
the fact that a considerable part of the expenditure of the general budget of the Union has an 
important multiplier and  job-creating effect is paid too little attention to. The draft-
amendments of the draftsman of the opinion try to fill this gap.

AMENDMENTS

The Committee on Budgets calls on the Committee on Economic and Monetary Affairs, as 
the committee responsible, to incorporate the following amendments in its draft resolution:

Amendment 1
Indent A - replace with following text:

considering that tax pressure and social security contributions especially on the relatively 
unskilled and low-paid labour have increased continuously in continental Europe over the 
past thirty years.

Amendment 2
Indent A-a (new):

considering that general government expenditures in the E.U. increased from 35% of GDP 
in 1970 to 46% of GDP in 2000, whereas the share of public investment felt from 4% of 
GDP in 1970 to 2% in 2000. Even by admitting that new forms of private-public 
partnership helped especially for the financing of network infrastructures, this development 
is in clear contrast to the US experience, where public investment was already around 3% 
during the 70th and remained fairly stable around this level up to now.

Amendment 3

1 COM(2000)846 final.
2 COM(2001)355 final, and SEC(2001)1093.
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Indent C - replace with following text:

considering the failure of economic policy in Japan to correct deflationary tendency this 
should induce policy makers and central bankers to use macro-economic instruments 
together with structural reform to assure sustainable economic growth.

Amendment 4
Indent D:

Delete.

Amendment 5

Recital I (new)

considering that the payments in the general budget of the European Union form only 
1.07% of the GNP of the Member States (2001 figure), but that a substantial part of the 
general budget, such as expenditure for the Structural Actions and many programmes of 
the internal policies, has an important multiplier and job-creating effect on the economy of 
the Union;

Justification

Although the absolute size of the general budget of the Union is small in comparison to the 
budgets of the Member States, its relative importance is much greater due to the multiplier  
and the job-creating effects of the projects under the Structural Actions and the numerous 
Union programmes.

Amendment 6

Recital J (new)

considering that many Community programmes and measures, financed by the general 
budget of the European Union provide, through the principle of co-financing, for 
incentives on a national, regional and sometimes even local level, and often serve as an 
example for similar measures on those levels;

Justification

Community programmes and other Community measures serve often as an examples and 



RR\304706EN.doc 17/19 PE 304.706

EN

incentives for measures on national, regional and local level

Amendment 7

Recital K (new)

considering that the two arms of the budgetary authority consider that the budget of the 
European Union is subject to the same rigour as the Member States subject their national 
budgets;

Justification

Since many years both arms of the budgetary authority try to limit the Union's budget to its 
bare minimum, this is in accordance with the endeavours from the Member States to limit 
their national budgets in order to meet the criteria for the Monetary Union.

Amendment 8

Paragraph 3 - replace with following text:

Welcomes the fact that the presidency conclusions of the Göteborg summit have clarified 
that the objectives of a budget in balance or surplus have to be measured with figures 
calculating the structural deficit. It is coherent with this concept to demand that automatic 
stabiliser should be allowed to work and that procyclical fiscal policy should be avoided.

Amendment 9

Paragraph 3 a (new):

Demands Member States in their convergence and stability programmes to present not only 
nominal deficit figures but also figures for the structural deficits excluding in the 
calculation effects of the business cycle on expenditures and revenues. 
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Amendment 10

Paragraph 9 - replace with following text:

Underlines that not only the size but also the quality of public investment is determining its 
contribution to economic growth and employment. Public investment has to be well 
targeted - reflecting economic and social priorities - and efficiently managed.

Amendment 11 

Paragraph 12 (new)

representing the taxpayers of the Union, it is of the opinion that the budget of the Union 
has to guarantee a financial sound implementation of the tasks of the Union, with a 
minimum burden on the taxpayer of the Union; remarks that a certain link exists between 
the growth of the budgets of the Member States and the budget of the Union through the 
Maximum Rate of Increase of non-compulsory expenditure, and through the ceilings for 
the various categories of expenditure as laid down in the financial perspectives;

Justification

One of the elements to calculate the Maximum Rate of Increase is the growth of the budgets of 
the Member States. In that sense there is a direct link between the growth of the budget of the 
Union and the growth of the national budgets of the Member States. Also the financial 
perspectives set ceilings for the various categories of expenditure. Both Parliament and 
Council have applied a policy of firm budgetary rigour over the last years.

Amendment 12
Paragraph 13 (new)

reminds that a fixed and permanent link between the growth of the budget of the Union and 
the growth of the budgets of the Member States is not appropriate as long as the tasks of the 
Union increase further;

Justification

A fixed and permanent link between the growth of the general budget of the Union and of the 
growth of the budgets of the Member States is not appropriate as the tasks of the Union 
develop differently from the tasks of the Member States. In fact it cannot be excluded that the 
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Union might be entrusted further tasks in the future and those tasks might involve increased 
public spending on Union level.

Amendment 13
Paragraph 14 (new)

underlines that the budget of the European Union plays an important role in supporting 
employment and economic growth and that, even if the amounts involved are often limited 
in absolute terms, the budget of the Union has a multiplier effect; remarks therefore that 
not only do the budgets of the Member States influence the budget of the Union, but the 
budget of the Union has an impact as well on the budgets of the Member States; 

Justification

The level of growth of the national budgets of the Member States is one of the determining 
factors for the growth of the budget of the Union, directly through the Maximum Rate of 
Increase, or indirectly through the ceilings in the financial perspective. On the other hand 
expenditure through the budget of the Union creates jobs and stimulates economic activity in 
the Member States and therefore influence the budget of the Union on its turn.


