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PROPOSTA DI RISOLUZIONE DEL PARLAMENTO EUROPEO

sulla capacita di bilancio della zona euro
(2015/2344(INI))

I Parlamento europeo,

visto l'articolo 52 del suo regolamento,

viste le deliberazioni congiunte della commissione per i bilanci e della commissione per
I problemi economici e monetari a norma dell'articolo 55 del regolamento,

visti la relazione della commissione per i bilanci e della commissione per i problemi
economici e monetari e i pareri della commissione per gli affari costituzionali e della
commissione per il controllo dei bilanci (A8-0038/2017),

considerando che l'attuale clima politico e le sfide economiche e politiche esistenti in un
mondo globalizzato richiedono decisioni e interventi coerenti e determinati da parte
dell'UE in alcuni settori, come la sicurezza interna ed esterna, la protezione delle
frontiere e la politica della migrazione, la stabilizzazione del nostro vicinato, la crescita
e I'occupazione, soprattutto per combattere la disoccupazione giovanile, e I'attuazione
degli accordi raggiunti alla conferenza delle Nazioni Unite sui cambiamenti climatici
del 2015;

considerando che dopo un inizio positivo per la moneta unica, nella zona euro si &
evidenziata una mancanza di convergenza, di cooperazione politica e di titolarita;

considerando che, viste le varie crisi e sfide planetarie, &€ necessario che la zona euro
compia quanto prima un salto di qualita in termini di integrazione;

considerando che l'appartenenza a una zona monetaria comune presuppone strumenti
comuni e solidarieta a livello europeo, nonché obblighi e responsabilita da parte di
ciascuno Stato membro partecipante;

considerando che é necessario ripristinare la fiducia all'interno della zona euro;

considerando che una tabella di marcia ben definita che rifletta un approccio globale é
necessaria per realizzare appieno i vantaggi della moneta comune, garantendone nel
contempo la sostenibilita e conseguendo gli obiettivi di stabilita e piena occupazione;

considerando che in cio rientrano il completamento concordato dell'Unione bancaria, il
rafforzamento del quadro di bilancio con capacita di assorbimento degli shock e
incentivi a favore di riforme strutturali propizie alla crescita, che vadano a integrare le
attuali misure di politica monetaria;

considerando che una capacita di bilancio e il relativo codice di convergenza sono
tasselli fondamentali di una tale impresa, il cui successo puo essere garantito soltanto da
una stretta interconnessione di responsabilita e solidarieta;

considerando che la creazione di una capacita di bilancio della zona euro & soltanto uno
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dei tasselli del puzzle e deve andare di pari passo con un chiaro spirito rifondatore
europeo tra i suoi membri attuali e futuri;

1.  adotta la seguente tabella di marcia:

i. Principi generali

Il trasferimento di sovranita in materia di politica monetaria richiede meccanismi di
aggiustamento alternativi, quali I'attuazione di riforme strutturali favorevoli alla
crescita, il mercato interno, I'Unione bancaria, I'Unione dei mercati dei capitali, per
creare un settore finanziario piu sicuro e una capacita di bilancio per far fronte agli
shock macroeconomici e rafforzare la competitivita e la stabilita delle economie degli
Stati membri, al fine di rendere la zona euro un‘area monetaria ottimale.

La convergenza, la buona governance e la condizionalita, applicate mediante istituzioni
democraticamente responsabili a livello di zona euro e/o nazionale sono fondamentali
soprattutto per evitare trasferimenti permanenti, I'azzardo morale e una condivisione
pubblica dei rischi non sostenibile.

La progressiva crescita dell'entita e della credibilita della capacita di bilancio contribuira
a ripristinare la fiducia dei mercati finanziari nella sostenibilita delle finanze pubbliche
della zona euro, il che consentira, in linea di principio, di tutelare meglio i contribuenti e
ridurre i rischi pubblici e privati.

La capacita di bilancio include il meccanismo europeo di stabilita (MES) e una capacita
di bilancio supplementare specifica per la zona euro. La capacita di bilancio é creata in
aggiunta al meccanismo europeo di stabilita e senza pregiudizio dello stesso.

Come primo passo, la capacita di bilancio specifica della zona euro dovrebbe rientrare
nel bilancio dell'Unione, al di sopra degli attuali massimali del quadro finanziario
pluriennale, e dovrebbe essere finanziata dagli Stati membri della zona euro e da altri
paesi partecipanti mediante entrate da concordare tra gli Stati membri partecipanti e da
considerarsi entrate con destinazione specifica e garanzie; una volta che sara
stabilizzata, la capacita di bilancio potrebbe essere finanziata tramite risorse proprie,
secondo le raccomandazioni della relazione Monti sul futuro finanziamento dell'UE.

Il MES, pur continuando ad adempiere agli attuali compiti, dovrebbe essere
ulteriormente sviluppato e trasformato in un Fondo monetario europeo (FME), dotato di
un'adeguata capacita di erogare e contrarre prestiti, nonché di un mandato chiaramente
definito, al fine di assorbire gli shock asimmetrici e simmetrici.

ii.  Itre pilastri della capacita di bilancio ai fini della convergenza e della
stabilizzazione della zona euro

La capacita di bilancio dovrebbe svolgere tre diverse funzioni:

— in primo luogo, sarebbe opportuno incentivare la convergenza economica e
sociale nella zona euro per promuovere le riforme strutturali, ammodernare le
economie e migliorare la competitivita di ciascuno Stato membro e la resilienza
della zona euro, contribuendo in tal modo altresi alla capacita degli Stati
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membri di assorbire gli shock asimmetrici e simmetrici;

— in secondo luogo, le differenze nei cicli economici degli Stati membri della
zona euro ascrivibili a differenze strutturali o a una vulnerabilita economica
generale comportano la necessita di affrontare gli shock asimmetrici (situazioni
in cui un evento economico incide maggiormente su un'economia rispetto a
un‘altra, per esempio allorché si ha un crollo della domanda in un determinato
Stato membro e non negli altri, in seguito a uno shock esterno su cui uno Stato
membro non e in grado di influire);

— in terzo luogo, occorre affrontare gli shock simmetrici (situazioni in cui un
evento economico colpisce tutte le economie nello stesso modo, ad esempio la
variazione dei prezzi del petrolio per i paesi della zona euro) ai fini di una
maggiore resilienza della zona euro nel suo insieme.

In considerazione di tali obiettivi, occorrera prendere in esame quali funzioni possono
essere realizzate nell'ambito dell'attuale quadro giuridico dell'Unione e quali
richiederanno lI'adeguamento o la modifica dei trattati.

Primo pilastro: il codice di convergenza

La situazione economica attuale richiede una strategia di investimento, parallelamente
al risanamento e alla responsabilita di bilancio in conformita del quadro di governance
economica.

Accanto al patto di stabilita e crescita, il codice di convergenza, adottato con procedura
legislativa ordinaria tenendo conto delle raccomandazioni specifiche per paese,
dovrebbe concentrarsi, per un quinquennio, sui criteri di convergenza in materia di
fiscalita, mercato del lavoro, investimenti, produttivita, coesione sociale, pubblica
amministrazione e capacita di buona governance nell'ambito dei trattati vigenti.

Nel quadro di governance economica, il rispetto del codice di convergenza dovrebbe
essere il presupposto per la piena partecipazione alla capacita di bilancio e ciascuno
Stato membro dovrebbe formulare proposte sul modo in cui conformarsi ai criteri del
codice di convergenza.

La capacita di bilancio della zona euro dovrebbe essere integrata da una strategia di
lungo periodo per la sostenibilita del debito e la riduzione dello stesso, nonché il
potenziamento della crescita e degli investimenti nei paesi della zona euro, il che
abbasserebbe i costi complessivi di rifinanziamento e il rapporto debito/PIL.

Secondo pilastro: assorbimento degli shock asimmetrici

Data la stretta integrazione degli Stati membri della zona euro, gli shock asimmetrici
che incidono sulla stabilita di tale zona nel suo insieme non possono essere del tutto
esclusi, malgrado gli sforzi combinati degli Stati membri in materia di coordinamento
delle politiche, convergenza e riforme strutturali sostenibili.

La stabilizzazione garantita dal MES/FME dovrebbe essere integrata da meccanismi
automatici di assorbimento degli shock.
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La stabilizzazione deve incentivare le prassi corrette ed evitare I'azzardo morale.

Un siffatto sistema deve prevedere norme chiare sui termini per gli eventuali pagamenti
e rimborsi e deve essere chiaramente definito in termini di entita e meccanismi di
finanziamento, evitando nel contempo di incidere sul bilancio durante un ciclo
economico di piu lungo periodo.

Terzo pilastro: assorbimento degli shock simmetrici

Futuri shock simmetrici potrebbero destabilizzare I'intera zona euro, in quanto l'area
monetaria non € ancora dotata degli strumenti necessari per far fronte a una crisi di
proporzioni simili alla precedente.

In caso di shock simmetrici imputabili a una mancanza di domanda interna, la politica
monetaria di per sé non puo rilanciare la crescita, in particolare in un contesto di tassi
d'interesse prossimi allo zero. Il bilancio della zona euro, dovrebbe essere di entita
sufficiente per assorbire tali shock simmetrici, finanziando gli investimenti mirati alla
domanda aggregata e alla piena occupazione, in linea con l'articolo 3 TUE.

ii. Governance, rendicontabilita democratica e controllo
Nella governance economica della zona euro dovrebbe prevalere il metodo comunitario.

Il Parlamento europeo e i parlamenti nazionali dovrebbero svolgere un ruolo piu
incisivo nel nuovo quadro di governance economica, al fine di accrescere la
rendicontabilita democratica. Cio include una maggiore titolarita nazionale del semestre
europeo e una riforma della conferenza interparlamentare prevista dall'articolo 13 del
patto di bilancio (Fiscal Compact), per darle maggiore sostanza e sviluppare in tal modo
una piu forte opinione parlamentare e pubblica. Ai fini di una migliore titolarita, i
parlamenti nazionali dovrebbero controllare i governi nazionali, cosi come il
Parlamento europeo dovrebbe controllare i dirigenti europei.

Le funzioni di presidente dell'Eurogruppo e di commissario per gli Affari economici e
finanziari possono essere accorpate in un'unica figura e, in tal caso, il presidente della
Commissione dovrebbe designare tale commissario alla vicepresidenza della
Commissione.

Un ministro delle Finanze e del Tesoro in seno alla Commissione dovrebbe garantire
piena rendicontabilita democratica ed essere dotato di tutti gli strumenti e le capacita
necessari per applicare il vigente quadro di governance economica e ottimizzare lo
sviluppo della zona euro, in cooperazione con i ministri delle Finanze degli Stati
membri partecipanti.

Il Parlamento europeo dovrebbe riesaminare il proprio regolamento e la propria
organizzazione per garantire la completa rendicontabilita democratica della capacita di
bilancio nei confronti dei deputati degli Stati membri partecipanti.

2. Invita:

— il Consiglio europeo a definire gli orientamenti descritti in precedenza al piu tardi in
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occasione del vertice UE di Roma (marzo 2017), tra cui un quadro di riferimento per
una stabilizzazione sostenibile a lungo termine della zona euro;

— la Commissione a presentare un Libro bianco con un ambizioso capitolo centrale
dedicato alla zona euro e a formulare nel 2017 le proposte legislative corrispondenti,
avvalendosi di tutti i mezzi contemplati dai trattati vigenti, tra cui il codice di
convergenza, il bilancio della zona euro e gli stabilizzatori automatici, nonché a
fissare un calendario preciso per I'attuazione di tali misure;

3. dichiara la propria disponibilita a ultimare tutte le misure legislative che non richiedono
modifiche dei trattati entro la fine dell'attuale mandato della Commissione e del
Parlamento europeo e a gettare le basi della modifica dei trattati necessaria, a medio e
lungo termine, ai fini della sostenibilita della zona euro;

4.  incarica il suo Presidente di trasmettere la presente risoluzione al Presidente del
Consiglio europeo, alla Commissione, al Consiglio, all'Eurogruppo, alla Banca centrale

europea, al direttore esecutivo del meccanismo europeo di stabilita, nonché ai
parlamenti degli Stati membri.
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EXPLANATORY STATEMENT

Working document N°1 - 19.02.2016

l. BACKGROUND AND INSTITUTIONAL AND POLITICAL POSITIONS

In a single market, a common currency implies benefits such as lower transaction costs, better
price transparency and absence of foreign-exchange risk. If strong enough, it can reduce the
exposure of the area to the monetary policies of other major economic powers. On the other
hand, a common currency eliminates well-tried policy options for counterbalancing
asymmetric shocks such as exchange rate fluctuation. Giving up autonomy over monetary
policy therefore requires alternative adjustment mechanisms for asymmetric macroeconomic
shocks. The Optimum currency area (OCA) theory defines elements that can take on this
adjustment function, such as mobility of labour, openness to trade, fiscal, economic and
political integration.

In the financial, economic and sovereign debt crisis, it has become apparent that the European
Economic and Monetary Union (EMU) lacks appropriate adjustment mechanisms to absorb
asymmetric shocks. This results directly from constructional defects in the Maastricht Treaty
that scholars have long pointed out. Finally, the mere coordination of national economic
policies and the over-reliance on the corrective force of the markets have proven insufficient
to prevent excess indebtedness of Member States. In the end, the systemic interdependencies
in the common currency area forced the Euro Member States "bail out” their banks.

In spite of several measures to address the institutional and the legal gap, the EMU still has no
genuine fiscal and economic policy. In addition, it suffers from a democratic deficit. Against
this background, further integration is needed, both as regards the governance and the legal
set-up of the EMU and the architecture of the EU as a whole. In the context of the current
debate on how to deepen the EMU, the discussion on a fiscal capacity for the Eurozone has
been revived.

This Working Document aims at giving an overview of the historical background, presenting
the recent positions taken by the relevant EU institutions, available options and corresponding
challenges put forward by politics and academia, and posing questions linked to key issues to
be addressed in the upcoming own-initiative report. It will be followed up by a second
Working Document presenting some conclusions based on the input received.

1.  Historical background

In the 1970s, when the project of monetary integration was being contemplated, the consensus
among European policymakers and experts was that if monetary union was to be pursued, it
had to be accompanied by commensurate steps towards fiscal integration. Two important
early contributions epitomize this thinking: the Werner Report (1970) and the McDougall
Report (1977). The first highlighted that a monetary union would require all essential features
of national public budgets to be decided at the Community level (including “the overall
volume, the size of balances and the modes of financing as well as their use”). The second
argued that the establishment of a monetary union would require a Community budget of
around 5-7% of GDP in order to absorb economic shocks and provide a minimum degree of
income convergence.
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The McDougall report identified three criteria for an increase of public expenditure at
Community level:

- The achievement of economies of scale, as for instance in external relations;

- Counterbalancing spill-over effects from one country to another or to the whole
Community;

- A neutral fiscal stance via transfers of expenditure from national to Community level,
especially where economies of scale can be achieved,;

Structural/regional policy and a Community Unemployment Fund figured among the
candidates for Community expenditure put forward and that was to be financed by a further
tranche of VAT.

When discussions about the appropriate fiscal arrangements for EMU resurged again in the
early 1990s, such far-reaching ideas were considered politically unrealistic and didn't fit in the
mainstream of economic theory.

Instead of significantly increasing the EU budget, the Maastricht Treaty assigned the entire
responsibility for stabilisation to national budgets, as suggested in the Delors Report that
provided the blueprint for Economic and Monetary Union. The only remainder of the
McDougall report can be seen in the set-up of the Cohesion Fund to support poorer countries
in their efforts to qualify for EMU.

When it was finally created in 1999, the euro came into being without having been preceded
by any increase in the size of the EU budget. It ran smoothly for around ten years and became
a major international currency (second only to the US dollar). Interest rates on sovereign debt
and inflation were low, with growth in most countries. However, when the global financial
and economic crisis triggered a sovereign debt crisis, the euro area exposed its vulnerability to
asymmetric shocks with government borrowing costs rocketing in some Member States.
Besides, the institutional arrangements of the Treaty proved incapable of effectively solving
the fundamental issues.

The Member States and EU institutions have taken many measures in attempts to address
these issues and to strengthen the economic and monetary union (EMU), including the
European Semester, the Fiscal Compact and the related Two-Pack/Six-Pack legislation, the
European Financial Stability Facility (EFSF) and the European Fiscal Stability Mechanism
(EFSM), with the latter having been replaced by the European Stability Mechanism (ESM) in
2013. In this context, the compliance of some of these measures with the Treaty arrangements
(most prominently, the “No-Bail-Out-Clause” in Art. 125 TEU) have been challenged.

Another problematic issue concerns the shift away from the Community method towards
intergovernmental coordination. The European Council and the Eurogroup have played a
dominant role throughout the process and has often interfered in the prerogatives of the
European Parliament, e.g. when it unilaterally decided that the EU budget would guarantee
for the EFSM loans with the margin between the Multiannual Financial Framework (MFF)
ceiling and the own-resources ceiling. In the newly created institutional setting, the European
Parliament and its national counterparts only play a marginal role and have thus been largely
deprived of their constitutionally granted powers as regards budgetary autonomy respectively
oversight.
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2. Recent institutional and political positions

Reports of the four Presidents

In 2012, European Council President Herman VVan Rompuy worked on a roadmap for a
genuine EMU, in cooperation with the Presidents of the European Commission (EC), the
ECB and the Eurogroup. To consolidate EMU over the next decade, the June report identified
four building blocks, including an integrated budgetary frame-work. Under this heading,
possible steps towards a fiscal union were envisaged by coupling budgetary discipline with
solidarity tools. In addition to the possible creation of a treasury office for the euro area, the
document underlined the need to define the appropriate role and functions of a central budget.

The December report of the four Presidents further explored these ideas. While reaffirming
that sound national budgetary policies are EMU's cornerstone, the text noted that all other
currency unions have a central fiscal capacity. Imagining the gradual creation of a fiscal
capacity for the euro area, the report identified two complementary functions for this fiscal
capacity: 1) promoting structural reforms (2013-2014); and 2) mitigating asymmetric shocks
(post 2014). The fiscal capacity would be kept separate from the EU's Multiannual Financial
Framework (MFF) which does not cover these objectives. Financing could be ensured
through "own resources”, national contributions or a combination of both. The possibility to
provide the scheme with the ability to borrow would be investigated in the longer term. As
regards the shock absorption function, a series of principles were outlined, suggesting that the
scheme could work as an insurance-type system between euro area Member States. Each
country would in turn contribute to and benefit from the scheme on the basis of its position
over the economic cycle. Unidirectional or permanent transfers should be avoided.
Appropriate mechanisms should be established so as to limit policy-induced moral hazard.

European Commission

The report of the four Presidents set the basis for a debate on the future of the EMU. The
European Commission's contribution, "A blueprint for a deep and genuine EMU, envisaged
three phases":

Short term (2013-2014). A "convergence and competitiveness instrument™ (CCI) would be
created within the EU budget (but outside the MFF) to provide financial support to structural
reforms in Member States.!

Medium term (2014-2017). Building on the CCI, a dedicated fiscal capacity for the euro area
would be established, using own resources only.

Long term (post 2017). A euro area budget with stabilisation objectives could be put in place
by developing the fiscal capacity.

The Commission indicated that medium- and long-term actions may require Treaty changes,
such as provisions for a dedicated budgetary and own resources procedure. If the fiscal
capacity were to be able to borrow or to raise taxes, amendments would also be needed as this
is currently forbidden (Articles 310 and 311 TFEU) and might further touch some national

! The Commission published a communication on the introduction of a CCI in March 2013. However, it has not
been followed up by a concrete legislative proposal until this day and has not been a basis for a consensus
approach.
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primary law.

Report of the five Presidents

Options and guiding principles for a euro area stabilisation function

A prospective stabilisation function could, for example, build on the European Fund for
Strategic Investments as a first step, by identifying a pool of financing sources and investment
projects specific to the euro area, to be tapped into according to the business cycle. Various
additional sources of financing should be considered.

It will be important to ensure that the design of such a stabilisation function rests on the
following guiding principles:

« It should not lead to permanent transfers between countries or to transfers in one direction
only, which is why converging towards Economic Union is a precondition for
participation. It should also not be conceived as a way to equalise incomes between
Member States.

« It should neither undermine the incentives for sound fiscal policy-making at the national
level, nor the incentives to address national structural  weaknesses.
Accordingly, and to prevent moral hazard, it should be tightly linked to compliance with
the broad EU governance framework and to progress in converging towards the common
standards described in Section 2.

e It should be developed within the framework of the European Union. This would
guarantee that it is consistent with the existing EU fiscal framework and with procedures
for the coordination of economic policies. It should be open and transparent vis-a-vis all
EU Member States.

* It should not be an instrument for crisis management. The European Stability Mechanism
(ESM) already performs that function. Instead, its role should be to improve the overall
economic resilience of EMU and individual euro area countries. It would thus help to
prevent crises and actually make future interventions by the ESM less likely.

The Presidents of the EU institutions will follow up on the implementation of the
recommendations in this report. To prepare the transition from Stage 1 to Stage 2, the
Commission will present a White Paper in spring 2017 assessing progress made in Stage 1
and outlining the next steps needed, including measures of a legal nature to complete EMU in
Stage 2. The White Paper will draw on analytical input from an expert consultation group,
which will further explore the legal, economic and political preconditions of the more long-
term proposals contained in this report. It will be prepared in consultation with the Presidents
of the other EU institutions.

3. The European Parliament’s position

As early as 2010, in the CRIS mid-report the European Parliament already "urged the Union
to better equip itself with countercyclical economic policy management instruments”.
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Besides, the CRIS final report of 2011:

- "concludes that, in order to achieve political union and economic integration commensurate
with monetary union, in line with the priorities agreed by the European Council, the EU
needs a budget of sufficient size to accommodate the euro in a sustainable way, providing the
currency with a relevant budget space on the level of political organisation at which it is
issued",

- "recalls that reports preceding the realisation of monetary union [...] affirmed that the
volume of such a budget would have to be between 2,5 and 10 percent of Union GNI,
depending on whether and which re-allocation functions would be assumed by the Union
budget, that the budget would need to be financed on the basis of own resources, and that it
should be used to finance policies and measures in the fields of foreign, security and defence
policy, the energy and transport sectors, development cooperation and R&D, and that
national budgets would be reduced correspondingly in order to achieve tax neutrality for
citizens and businesses”,

- and "takes the view that deepening European economic integration is necessary in order to
ensure the stability of the Eurozone and of the Union as a whole, and that this will require
further developments regarding the external representation of the Eurozone, qualified
majority voting on a corporate tax base, measures to combat tax evasion and tax
avoidance,[...] possible mutual issuance of sovereign debt and Eurobonds to stimulate fiscal
discipline, the EU's borrowing capacity, a better balance between economic and social
policies [....], own resources for the EU budget and the roles of national parliaments and the
European Parliament™.

The European Parliament has expressed strong criticism of the intergovernmental nature of
the instruments developed in recent years to tackle the crisis and deplored their lack of
democratic oversight, notably the European Stability Mechanism (ESM), which it many times
asked to be integrated into the Community acquis so that it can be managed in accordance
with the Community method and be made accountable to the European Parliament.*

In the Dehaene/Kalfin report of 2014 on "negotiations on the MFF 2014-2020: lessons to be
learned and the way forward" the Parliament "expresses its firm conviction that any new
fiscal capacity or budget developed specifically for Eurozone Member States whose fiscal
functions are not covered by the MFF must be developed within the Union framework and
must be subject to proper democratic scrutiny and accountability through the existing
institutions". It has furthermore clarified in the 2015 Arthuis opinion on the European
Semester for economic policy coordination that such as a solidarity mechanism *“should be
financed over and above the MFF ceiling for 2014-2020".

In its 2015 Bereés report "Review of the economic governance framework: stocktaking and
challenges", the European Parliament called for two separate type of instruments: 1/ "a euro
area fiscal capacity based on specific own-resources which should, in the framework of the
Union budget with European parliamentary control, assist Member States in the

1 Cited from European Parliament resolution of 20 November 2012 with recommendations to the Commission on
the report of the Presidents of the European Council, the European Commission, the European Central Bank and
the Eurogroup ‘Towards a genuine Economic and Monetary Union’, European Parliament resolution of 12 June
2013 on strengthening European democracy in the future EMU, European Parliament resolution of 13 March
2014 on the enquiry on the role and operations of the Troika (ECB, Commission and IMF) with regard to the
€uro area programme countries)
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implementation of the agreed structural reforms based on certain conditions, including the
effective implementation of the National Reform Programmes™, and 2/ a shock absorbing
mechanism "connected to the monetary union while avoiding any form of permanent fiscal
transfers".

Previous reports had also made the distinction between a European Monetary Fund (EMF)
geared to supporting countries experiencing balance of payments problems or facing state
insolvency on the one hand, and solidarity instruments/a fiscal capacity geared towards
conditional support for structural reforms, with the aim of enhancing competitiveness, growth
and social cohesion, ensuring closer coordination of economic policies and sustained
convergence of the economic performance of the Member States, and addressing imbalances
and structural divergences.

Finally, a pilot project on the "feasibility and added value of a European unemployment
benefit scheme™ has been launched at the initiative of the European Parliament, for which
Commitment appropriations were voted for the first year under the 2014 Budget.

Il. FUNCTIONS AND MODALITIES OF ABUDGETARY CAPACITY FOR THE
EUROZONE

1.  Designs of a budgetary capacity for the Eurozone

The European policy debate so far has focused on several functions for a budgetary capacity
for the euro area: (a) fiscal stabilisation linked to macroeconomic aggregates, (b) a micro
approach of unemployment insurance, (c) joint resources for a fiscal backstop in systemic
financial crises, (d) the lender of last resort function for illiquid sovereigns more broadly, (e)
pooled resources to finance added-value projects/common public goods and f) support for
convergence.

(@) Fiscal stabilisation linked to macroeconomic aggregates
Two forms of this fiscal stabilisation capacity can be identified:

> An'insurance mechanism’ that would work as a ‘rainy day fund’, where member

states’ contributions and disbursements would be calculated on the basis of some cyclically-
sensitive economic indicator, such as the output gap or unemployment levels. Such a mechanism,
directly related to contributions by Member States, could be relatively easily established via an
intergovernmental treaty and would not require complex management structures. It would avoid
long-term redistribution effects but would only serve as a 'smoothing' tool for economic downturns.
Given its character, it might be challenging to agree on the parameters of intervention.

» A fully-fledged euro-area budget with counter-cyclical would be more ambitious
than the previous approach. It would have major stabilisation effects and could also
serve other important purposes such as helping to stabilize the euro-area economy
over the course of the cycle. Given the risk that the common euro area budget might
give rise to durable transfers, risks of moral hazard will need to be compensated for
through greater mutual surveillance and stronger governance. This will entail far-
reaching sovereign transfers from the national to the central level, including a strong
euro-area executive with discretionary powers. Furthermore, the transfer burden can
hardly be estimated. The creation of a euro area budget, reflecting greater solidarity
between Member States, could ultimately justify a further strengthening of European
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economic governance, subject to the democratic legitimacy of the arrangement.
(b) A micro approach of unemployment insurance
Here again, different approaches could be considered:

» An EMU-wide basic unemployment benefit scheme (UBS) to directly stabilise
household income. Under such a system, a certain share of contributions to the
unemployment insurance would be paid to a European fund which would provide
basic unemployment insurance to the short-term unemployed. Thereby, a direct link
between the European institutions and the citizens could be established. Furthermore,
the scheme could enhance the macro-economic convergence of the euro area and
accelerate the integration of the labour-market which would again have incentivized
labour and wage mobility — an adjustment mechanism of its own as presented above.
Yet, the implementation would require a high degree policy harmonisation regarding
the labour market.

» A re-insurance system for national unemployment schemes. Inspired by the US’s
‘extended benefits scheme’, this system would be funded by regular contributions
from national schemes and would support them in cases where the unemployment rate
reaches a certain level. This option would not require a lot of harmonisation and thus
be easier to implement than the aforementioned option. However, the stabilisation
effect of such a scheme would be rather limited and it would require a debate among
Member States around the calculation of the output that would recreate a space for
intergovernmental bargaining.

(©) Joint resources for a fiscal backstop in systemic financial crises

» The pooling of sovereign issuance among the euro-area Member States and the
sharing of associated revenue flows and debt-servicing costs to enhance financial
stability in the euro area. This could take the form of the largely debated ‘eurobonds’.
Depending on the degree of substitution of national issuance (full or partial) and the
nature of the underlying guarantee (joint and several or several), different designs can
be envisaged.! In order for 'eurobonds' to help preserve the integrity of the EMU, to
underpin a return to economic stability and to reduce uncertainty, progress would need
to be made regarding EU financial and budgetary integration and supervision.

(d) A lender of last resort function for illiquid sovereigns more broadly

» One option among others could concern the further development of the European
Stability Mechanism (ESM) notably into a powerful European Monetary Fund
(EMF) which would take over the role of 'lender of last resort' from the ECB. In case
of sovereign default, it would have the right to intervene into national budgets and to
grant temporary credits in case of unsustainable debt to allow for structured
insolvency. An EMF would have a deterring effect before and a stabilising effect in

! The different approaches were discussed in a Commission Green Paper in 2011
(http://ec.europa.eu/economy_finance/articles/governance/2011-11-23-green-paper-stability-bonds_en.htm) and
in the European Parliament resolution of 16 January 2013 on the feasibility of introducing Stability Bonds
(http://www.europarl.europa.eu/sides/getDoc.do?type=T A&reference=P7-TA-2013-
0018&language=EN&ring=A7-2012-0402)
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the middle of a sovereign debt crisis.
(e) Pooled resources to finance added-value projects/common public goods

» A far-reaching approach would be to establish a fund similar to that of the recently
created European Fund for Strategic Investments, which should act as a lever for
private financing of pre-defined projects with particular added-value for the
Eurozone.

» A less far-reaching approach would be to limit the role for the central level to the
provision of common essential public goods (e.g. airport security) if a Member State
Is not able to shoulder its responsibility.

Q) Support for convergence

» Since its creation, the Eurozone has encountered growing divergences, creating a
situation that may prove unsustainable in the long run. Based on the rationale behind
the creation of the Cohesion Fund, a fiscal capacity could provide targeted
investments to avoid divergences among Member States by facilitating economic
and social cohesion of the Eurozone. The determination of the design of such a fiscal
capacity will be somewhat sensitive as it needs to take into account the role played by
the existing structural funds to avoid inconsistencies and double-spending.

All models entail a certain degree of fiscal risk-sharing, although the potential transfer burden
differs strongly between them. In any case it is highly unlikely that a full neutralisation of
transfers can be achieved.

2. Financing of a budgetary capacity for the Eurozone

In principle, four sources of financing could be envisaged for the budgetary capacity: national
contributions, taxes, borrowing through the issuance of debt, (partial) use of the ESM or funds
that already exist within the EU budget, or a combination thereof. All of them have pros and
cons.

Direct contributions are an easy and straightforward way to finance a budget for the euro area.
These contributions could be based on Member States' GNI which is considered a fair way of
financing based on economic strength and have the advantage that this system is already
being applied for the GNI contributions to the general EU budget. However, GNI
contributions have the disadvantage of being too detached from European policies and tend to
strengthen a 'juste retour' discourse. The European Parliament has considered this type of
financing to be unsatisfactory and has been calling for a system of genuine own resources.
Currently, an inter-institutional high-level group is working on proposals to be presented
before the end of 2016.

Such own resources could be taxes, levies or ECB seigniorage. Various sources have already
been discussed in the framework of a general reform of the Own Resources system.
Depending on the functions to be fulfilled by the budgetary capacity, such own-resource(s)
might have to generate substantial funding. Should a tax be considered, the design of both its
tax base and rate would have to be determined, taking into account the need to 1) avoid tax
competition and 2) allow for some flexibility in order to accommodate heterogeneity. Finally,
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a tax-based instrument would mean volatile income levels. Levies on various transactions
could also be considered, though their link to the supported policies might be weak.

Finally, financing could take the form of borrowings, provided that the euro area could issue
debt. This would avoid potential distortionary effects related to the implementation of a tax at
the euro area level, as well as politically challenging issues stemming from transfers from
national budgets. If used for macroeconomic stabilisation, increase of resources would allow
for a reimbursement of the debt issued.

3. Governance of the fiscal capacity

The move towards further integration would need to address both the institutional gap and the
democratic deficit of the Eurozone governance.

The institutional gap could be overcome through the establishment of a powerful Economic
Government whose responsibilities would differ depending on the design of the capacity (e.g.
the negotiation of structural reform packages and the surveillance of their implementation).
With regard to its design, several options have been put on the table, one example being the
creation of an EU Treasury Administration similar to the US Congressional budget office
(independent or linked to the Commission) to be headed by a permanent Eurogroup President
who is also Vice-president of the Commission. For the Economic Government to have
democratic legitimacy, it would have to be subjected to full parliamentary control.
Irrespective of the legal limitations set by the current Treaty and national primary law, this
could be ensured via three options: Members of the European Parliament coming from the
Eurozone, a 'joint parliamentary assembly' composed of Members of the European Parliament
coming from the Eurozone and national parliaments, or a 'third chamber' comprising national
parliamentarians.

4. Legal considerations

While economic integration of the Eurozone is covered by Article 3 (4) TEU, the creation of a
fiscal capacity for the Eurozone would go even further, that is towards fiscal union. The
Treaty gives some leeway for further integration of the Eurozone towards fiscal union notably
on the basis of Article 136. Most of the designs for a fiscal capacity mentioned above might
require Treaty change. However, as has been done for the establishment of the ESM, the
application of the simplified revision procedure foreseen in art. 48(6) TEU could be
envisaged, even though it needs to be recalled that the EP has been very critical towards a
procedure outside the community method.

One of the biggest legal challenges to be solved when setting up a fiscal capacity for the
Eurozone is the involvement of national parliaments depending on the financing options
chosen for a EMU fiscal capacity. Many aspects linked to a fiscal capacity would directly
touch upon their constitutionally enshrined budgetary autonomy, in particular the decision on
a tax-based revenue, for legally-enforceable intervention rights for the central level into the
national budget (required by some of the proposed designs) and democratic scrutiny.
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Non-exhaustive list of questions that could be discussed within the framework of this INI
report:

o Why is a fiscal capacity needed to achieve a genuine EMU?
o What functions should a budgetary capacity for the euro area fulfil?

o How could existing tools, notably the ESM and/or the Youth Guarantee, be mobilised as
embryos of a budgetary capacity for the Eurozone?

o How to strike the right balance between solidarity and responsibility, by addressing
issues including geographical redistribution effects, moral hazard and permanent fiscal
transfers?

o How could a fiscal capacity address the challenges of spillover effects, divergences
among Eurozone member states, the desirable fiscal stance or the need to support
structural reforms? Should there be benchmarks, agreed reforms, implementation of the
country-specific recommendations [...]?

o How differences in budgetary projection and execution would be dealt with?

o Should a fiscal capacity introducing automatic stabilizers at the European level also act
as a carrot to induce structural reforms?

o How should a EMU fiscal capacity be financed? Resources could include, inter alia,
vertical budgetary transfers, a tax type instrument, Eurobonds etc.

o Should it be financed through stable (annual) revenue or via ad hoc decisions (in
case of need)?

o Should there be one or several sources of financing?
o Fee-based instrument: How to effectively prevent the 'juste-retour’ discussion?

o Tax-instrument: should the tax be directly linked to the policies it supports? How
to deal with the issue of tax volatility (limit spending activities or additional
national contributions)?

o What size should the budgetary capacity have to be able to fulfil its functions?

o Should a EMU fiscal capacity expand or shift revenue? What, if any, consequences will
the establishment of a fiscal capacity have for the size and the political priorities of the
EU budget?

o Should the EMU fiscal capacity be established inside or outside the budgetary
framework? In case of the first: how does the capacity have to be designed to ensure
coherence with the existing funds of the EU budget such as the European Structural and
Investment Funds (ESIF)) as well as other funding mechanisms partially funded or
guaranteed by the budget, namely the ESM (practically a preliminary step towards a
European Monetary Fund), the Youth Guarantee and the EIB operations (especially
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EFSI)?Should it serve vertical (those who are more able shoulder more) and/or
horizontal (sector/jurisdiction compensation) equity?

o What is the appropriate institutional setting for the fiscal capacity?

o Should there be an economic government for the Eurozone? Who should it be
made of (Eurogroup president, one/more EU-Commissioners, ECB President,
EMF/ESM Director)? Should it be independent or linked to one of the institutions
(Commission/Council/EMF)?

o  Which will be the appropriate parliamentary decision-making structure to ensure
democratic scrutiny of the decisions related to the fiscal capacity and economic
governance of the Eurozone?

o What would be legal forms of the options suggested? Could they be implemented within
the scope of the current Treaty or would they require a revision?

o Should the capacity be limited to Eurozone Member States or should it be open to
other Member States (if so, under which conditions)?
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Working document N°2 - 17.03.2016

l. ACADEMIC CONTRIBUTIONS TO THE DEBATE ON A BUDGETARY
CAPACITY FOR THE EUROZONE

During an expert hearing involving academics as well as practitioners, extensive contributions
were delivered on the debate on a budgetary capacity for the Eurozone. The current debate
among experts can roughly be divided into five aspects: (1) reasons for creating a common
capacity, (2) functions of the fiscal capacity, (3) possible resources for financing the capacity,
(4) challenges, conditions and obstacles, (5) governance.

1. Reasons for creating a common fiscal capacity

The experts agreed that the subdued current recovery can only be temporarily supported by
monetary policy measures and low energy prices, as the situation of public finances in euro
area Member States is still fragile and cannot provide much stimulus to growth.

Experts stressed that EMU was built on the assumption that monetary policy would handle
symmetric shocks, and rules would enforce budgetary discipline at Member States' level to
provide margins in case of asymmetric shocks. The crisis has proved that this was
insufficient and that improvement of economic governance in the euro area was needed.
Many measures have been adopted to this end over the past years, but their implementation
has been insufficient. Moreover, it was argued that monetary policy couldn’t compensate all
shortcomings of EMU, all the more so as the zero bound rate limits its effectiveness as
macroeconomic tool. Therefore, there was broad consensus in the policy debate that the
current situation can only be improved and future crises be avoided by completing the EMU.
Enhancing the capacity of the euro area to deal with asymmetric shocks would therefore be
key, and alleviate what was a severe deficiency in the previous crisis; a completed EMU
would also restore the confidence of citizens and markets in the European project which was
lost during the crisis.

There is ongoing discussion on possible designs for a fiscal capacity for the Eurozone. There
are advocates for some form of a common budgetary capacity who share the view set out in
the Four Presidents’ Report coordinated by then President of the European Council Mr
Herman van Rompuy, and reiterated in the more recent Five Presidents' Report on the EMU,
that a shock absorption capacity at the euro area level is needed to complement automatic
stabilisers at national level, whose functioning is limited as has been shown during the crisis.
It is pointed out that coordination of national fiscal policies between Member States in case of
economic downturns has proven to be difficult under the current setting. Therefore to some
experts this proves that more stabilisation tools are necessary at the euro area level.

Some experts argue that a common budgetary capacity would improve risk sharing to the
benefit of euro area countries, as it would smooth the impact of temporary income shocks
such as national or regional consumption. It was argued that on the basis of existing academic
literature, fiscal risk sharing manages to smooth between 15 and 30 per cent of regional
shocks.! At the moment, risk sharing is almost non-existent in both the EU and the euro area,

! International Monetary Fund, Toward a Fiscal Union for the Euro Area: Technical Background Notes
(September 2013), 7.
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which should not come as a surprise given that the EU budget is small and not designed for
risk sharing.

A common capacity could enhance risk sharing through common borrowing and common
revenues.

According to one expert, arguing against common borrowing at this stage, increased public
risk sharing would not be politically acceptable given the incompleteness of EMU and the
lack of credibility of its instruments. Furthermore, it was widely disregarded that private risk
sharing via integrated markets can smooth a much larger percentage of asymmetric shocks
than public risk sharing via a federal budget (around 62 % v. 13 % in the United States 1).
Given that private risk sharing is less developed in the EMU than in most federal systems,
leading to a situation in which private capital flows even exacerbate asymmetries, it was
deemed important to develop private risk sharing via the development of the European
Capital Markets Union.

Following this logic, some experts argue that the insufficient compliance with rules before
and during the crisis has weakened the effectiveness of budgetary policy in performing its
stabilizing function. This had led to a loss of trust, a necessary condition for the good
functioning of any stabilisation fund for the euro area. Hence, before contemplating budgetary
capacity, full and consistent implementation and enforcement of all existing fiscal tools at the
European level, including in particular the Stability and Growth Pact (SGP), and the
Macroeconomic Imbalances Procedure, would rebuild trust.

Nonetheless it was commonly agreed that a fiscal capacity should go hand in hand with other
fiscal stabilising measures. Multiple other measures were discussed, such as completing the
banking union, increasing oversight over national fiscal policies, structural reforms at national
level, strengthening labour mobility, convergence of taxation or creating a capital markets
union. Above all, experts broadly agreed about the fact that the economic governance
framework needs to be simplified, as the current framework was overly complicated and
lacked predictability and ownership. This would improve credibility and confidence in the
system as well as its resilience.

2. Functions of the fiscal capacity

Most experts agreed that the stabilisation function is the main and most feasible of the
classical fiscal policy functions to be fulfilled by a specific budget for the euro area. A
redistribution function and/or provision of public goods could be envisaged in a more
integrated political and economic union.

In the opinion of the contributors that strongly advocated a fiscal capacity, the ability to
function as a stabiliser of asymmetric shocks was mostly emphasized: fiscal stabilisation
should be moved, at least partly, from the national to the federal level, accompanied by more
social, taxation and political integration. Even the contributions that were more careful on a
budgetary capacity for the euro area and that advocated the focus on national policies
acknowledged that the stabilisation functioning at federal level is the function with the most
added-value. At the same time, the preservation of incentives for sound fiscal policymaking

! Asdrubaldi, Sorensen and Yosha (1998), "Channels of interstate risk sharing. the United States 1963-1990,"
Quarterly Journal of Economics 111 (4), 1081-110.
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and for addressing structural weaknesses at national level was key. Consensus existed on the
fact that permanent transfers and moral hazard have to be avoided.

For the designs of a fiscal capacity, multiple options were discussed in the academic debate,
depending on the preferred function for a future capacity. There have been specific
contributions on a 'rainy day fund’, an unemployment insurance scheme, and a public
investment strategy.

‘Rainy day fund’

In this setting, the common budgetary capacity should be created as a 'rainy day fund' that
should accumulate financing through all countries on good times, to provide for funding in
bad times. In a counterfactual experiment conducted by the IMF, a fund put in place in 1999,
coincident with the introduction of the euro, could have increased the overall level of
stabilisation to the level found in Germany, where 80 per cent of income shocks are smoothed
through private and public channels combined, with annual contributions of about 1 %2 to 2 %
per cent of GDP. Most of euro area countries would have been net contributors to the fund
until 2007 and net recipients during the crisis. For the entire period, the average net
contribution by each country would have been close to zero, showing that risk sharing of this
type need not entail permanent transfers from one part of the euro area to the other.!

Unemployment insurance schemes

Advocates of an unemployment insurance scheme as an important tool on the European
level to stabilise asymmetric shocks suggested that such a scheme could help decrease the
pro-cyclicality of national fiscal policies, particularly in downturns. It would also require
labour market convergence. In their view there are two alternatives: a fully-fledged insurance
scheme or a limited scheme based on reinsurance. With a limited scope, supplementing other
insurance schemes, the reinsurance scheme would only act in bad times, to extend the
duration of unemployment benefits and with co-financing. Limited payments would mitigate
moral hazards.

Public investment strategy

To stabilise economic weaknesses it was stated by some experts that public investment should
be stimulated via a public investment strategy addressing the economic weaknesses of the
euro area, to which the fiscal capacity would be dedicated. The suggestion was made to
impose a golden rule of public investment and to create European and national investment
programs. In this view public net investment should be exempted from deficit rules.

Another proposal focused on the lack of private investment which it attributed to an excess of
savings and a lack of structural reforms. Instead of focusing solely on labour markets, reforms
should also target education systems and product markets since enhanced productivity and
higher education levels would eventually trigger investments. Reforms should go hand in
hand with better legislation.

Most argued that the choice for the design and shape of the facility needs to be a political one.

! International Monetary Fund, Toward a Fiscal Union for the Euro Area: Technical Background Notes
(September 2013), 13.

RR\1117319IT.docx 21/42 PE582.210v02-00

I'T



T

There were many ways a fiscal capacity could be implemented, all having their technical and
political difficulties.
3. Possible resources for financing the capacity

In the discussion on possible resources three possibilities were explicitly mentioned:
borrowing ESM resources or issuing common bonds, using ECB dividends and introducing
European taxes.

> Borrowing resources from the ESM as a means to finance a fiscal capacity was
envisaged by some. As an alternative the issuance of common bonds was mentioned.
When the same basis as ESM is chosen, rapid scaling when necessary is an advantage
of this resource. Other experts suggested a slightly different design in the form of
stability bonds, only dedicated to stabilisation.

> On the issue of taxes, it was made clear that tax bases have to be broad enough and
marginal rates small to avoid economic distortions. European taxes limit the scope of
national taxes, as the total amount of taxes should not be increased. The sort of taxes
that should be imposed is a political question.

> ECB dividends that for the moment are transferred to the national central banks were
also discussed as a possible resource. Whether that would require treaty change was
challenged based on article 32.7 of the statute of the European System of Central Banks
and of the ECB. Instead, being the final recipients of these dividends, Member States
could decide to transfer them to a common fiscal capacity.

4. Challenges, conditions and obstacles

Depending on the view on the designs of a budgetary capacity for the euro area, a broad range
of challenges and possible obstacles were addressed. Three challenges were discussed in
multiple contributions: the probable limited size of a euro area capacity, lack of convergence
resulting in a risk of permanent transfers, and the dangers of moral hazard.

Limited size

It was commented that a future common fiscal capacity would probably have a limited size
given the political challenges at play. Another contribution emphasized that the capacity
should be as big as is politically feasible. Multiple speakers commented that the limited size
that a fiscal capacity for the euro area would probably have provided challenges.

Nonetheless, it was argued that a common budgetary capacity could have a limited size when
endowed with limited functions. If the capacity was solely dedicated to macroeconomic
stabilisation it has been shown by several studies that a small budget could produce
significant temporary transfers. This was especially the case if it should concentrate on big
shocks and would be balanced over the whole cycle. A facility with a size of approximately
1.5 to 3% of euro area GDP could make major contributions to stabilisation.

One expert also considered that a short term solution to address issues related to a possible
limited size of a genuine euro area budget as well as legal constraints, while addressing

PE582.210v02-00 22/42 RR\1117319IT.docx



asymmetric shocks in the euro area, would be to build on a Commission ex ante assessment of
the fiscal stance for the euro area for the next year, and to translate this at national level in a
prescriptive way.

Lack of convergence

It was argued by some contributors that a lack of convergence created the risk of permanent
transfers. As stated earlier, there was agreement that permanent transfers should be avoided.
Nevertheless, it was recognized that the risk of permanent transfers would exist within a
common fiscal capacity. It was discussed that this risk could be overcome with convergence
and structural reforms as this would improve ex ante risk sharing and subsequently avoid
permanent fiscal transfers. In the same vein, the American model of federal unemployment
insurance system was considered compatible with the heterogeneous nature of labour markets
in the euro area. A challenge to the scheme was, however, that it would require convergence
on the labour market. Therefore an effort had to be made for "reconvergence" as it was
named.

Moral hazard

The risk of moral hazard was broadly acknowledged in the academic debate. The prospect of
fiscal support would possibly decrease the need for budgetary discipline. To avoid moral
hazard it was noted that stronger governance structures and better enforcement mechanisms
were important. Moral hazard was also explicitly discussed in the framework of an
unemployment benefit scheme. In the context of a limited unemployment benefits scheme,
moral hazard could thus be avoided by only extending the national insurance period rather
than replacing national schemes.

5. Institutional framework for governance

To care for good implementation and execution of the budgetary capacity for the euro zone
the importance of a stronger governance framework was explicitly mentioned. It was argued
that ex-ante risk sharing would go hand in hand with stronger governance. Some experts
especially stressed the requirement of joint decision making with strong common institutions.
On this area multiple observations have been made: on a euro zone treasury, on an
independent European Fiscal Board (EFB) and on how to deal with democratic legitimacy.

»  Above all, it was stressed that the community method should prevail in the design of the
capacity in respect of the rights of non-euro members.

> To deal with asymmetric and systematic shocks in the euro area, a euro zone treasury
allowing temporary transfers over the cycle was suggested. This treasury should provide
support based on well-defined criteria. Some argued that this institution should be
accountable to the European Parliament. The ESM could be taken as basis for this EU
treasury, with borrowing as background. With this base rapid scaling when necessary is
an advantage.
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> The already planned independent European Fiscal Board (EFB) was generally welcome
by experts who attribute an important role to it. This independent board could define
when a Member States is suffering from exceptional circumstances. Exceptional times
would be situations in which the ECB is not able to stabilise the economy with
monetary policy alone. The EFB should define this distinction based on transparent
criteria. When the exceptional times are defined, support would be based on the
independent analysis. After independent analysis by the EFB, scrutiny would have to be
exercised by the European Parliament and it should be debated in national Parliaments.

> The role that should be played by the European Parliament and by national Parliaments
was also emphasised when discussing democratic legitimacy of a budgetary capacity. It
was argued that the structure would depend on the structure that is chosen for the fiscal
capacity. As an option the creation of a euro area senate was suggested.

1. POLITICAL FEEDBACK ON THE FIRST WORKING DOCUMENT

To conclude the first working document an extensive, but non-exhaustive list of questions
was inserted to trigger discussions on the follow-up of this document. The various answers
received by the political groups within the EP to these questions reflect the diversity and
sensitivity of the political debate.

1. Why is a fiscal capacity needed to achieve a genuine EMU?

In one of the contribution the flaws of EMU were acknowledged. It was stated that the euro
crisis gave evidence that a common currency cannot work decently without common fiscal,
economic and political integration, relying on controlling the money supply through a central
bank alone.

One of the shadow rapporteurs argued that before commenting on the necessity of a euro area
fiscal capacity, the goal of a genuine fiscal and economic policy would need to be defined.

2. What functions should a budgetary capacity for the euro area fulfil?

In addition to the discussion on functions in the first working document, some shadow
rapporteurs argued that the document should elaborate more on certain functions, i.e. public
investment, structural reforms and convergence.

Public investment

In one contribution it was mentioned that a fiscal capacity should not only be a responsive
tool in case of country-specific shocks but also to actively prevent the development of
macroeconomic imbalances within the euro zone and enable Member States to achieve full
employment. Therefore a focus on public investment policies was needed. The responsibility
for the avoidance and correction of macroeconomic imbalances should lie with Member
States. The fiscal capacity could assist them in achieving these goals, without conditionality
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linked to particular policy measures.

According to this contribution, to deal with imbalances, divergence of Current Account
balances, at the heat of the recent crisis, needed to be avoided. The fiscal capacity should have
an aim for a balanced Current Account to avoid unsustainable levels of external debt. A
symmetric treatment to correct account surpluses and deficits would reduce the need of
transfers between Member States, with regard to economic stability. It would also render
adverse fiscal rules superfluous, as with low external debt, public deficits could be funded via
corporate and private household savings at the discretion of Member States, without risking
the need for bail-out via other Member States. To reduce the amount of excessive public debt
in the Eurozone, debt above the Maastricht threshold of 60% of GDP could be transferred into
a debt redemption fund, which would then pay down the debt over 25 years.

In another contribution on this same theme, guaranteeing aggregate demand at full
employment level, without creating internal imbalances was seen as the main objective of the
euro zone budgetary capacity. To solve the current lack of aggregate demand in Member
States with positive externalities, it was necessary both to either recycle or avoid surpluses
and to perform huge public investments at EU level.

In this view there should be more focus on current account surpluses than solely on deficits.
Therefore, the MIP should be transformed in a “surplus avoidance mechanism” as soon as
possible, allowing the fiscal union and its budgetary capacity debate to be focused on its main
goal: to guarantee a full employment aggregated demand in the euro zone.

Structural reforms

Another contribution argued that the first working document failed to include the “promotion
of structural reforms” as one possible design for a budgetary capacity. In this view a
budgetary capacity which is integrated into the budgetary framework but clearly separated
from the Multiannual Financial Framework (MFF) should support structural reforms that are
not covered by the MFF. Its focus should be on the financing of policies stimulating growth
and jobs and thereby increasing the overall competitiveness and stability of the EU. Necessary
reforms were conducive to more investment, profitable projects and productivity enhancing.

Structural reforms were necessary to complement monetary policies according to this
contribution, because past decades had shown that sole fiscal transfers do not guarantee
Member States to catch up. Risk sharing would not lead to gains in competitiveness and
would not fundamentally improve the basis for sustainable economic growth in the long-term.
Member States could be offered conditional support solely for the implementation of agreed
structural reforms to enhance competitiveness. Systematic, regular and independent
evaluations would thus be necessary to ensure that all spending is achieving the desired
outcome. Performance outcomes were more important than simply spending appropriations
available.

Convergence
It was also proposed that a budgetary capacity could foster the convergence among Member

States towards a common currency area. Further trade integration, the improvement of labour
market mobility and flexibility could act as ex-ante shock absorbers. Thus, growth-enhancing
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structural reforms that foster the improvement of the functioning of the EU Single Market
would have to be promoted.

Until a complete implementation of the Banking Union is in place, further risk reduction was
necessary until Member States see the risk of moral hazard sufficiently reduced to agree to
some form of risk mutualisation. Meanwhile, the promotion of necessary structural reforms to
increase convergence among Member States was an ex-ante shock absorber by itself.

Besides these functions that needed elaboration, there a comment was also made on
unemployment insurance. It welcomed support to unemployed people but stressed the support
scheme should also be able to boost growth and jobs. The focus of a scheme would have to lie
at employing the unemployed by contracting them for well-designed investments.

3. How to strike the right balance between solidarity and responsibility, by
addressing issues including geographical distribution effects, moral hazard and
permanent transfers?

Comments were made on the role of solidarity tools envisaged in the Four Presidents' report
(June 2012) within the framework of building a fiscal union. In this view the concept of
solidarity tools would have to be elaborated as part of the report.

Another contribution focused on the risk of moral hazard within the different designs of a
fiscal capacity. It was stressed that countries could become less concerned about reducing
debt knowing that ultimately an insurance fund would bail them out. In this view even greater
mutual surveillance and stronger governance will not be sufficient to avoid moral hazard, as
implementation and enforcement of the European Semester or Country Specific
Recommendations are often ignored. SGP rules are too often not adhered to by Member
States and the Commission is not fully and coherently using sanction mechanisms.

The moral hazard problem was also stressed when discussing ‘eurobonds' as part of the
framework. Countries pursuing negligent budget policies would be able to borrow via
‘eurobonds’ without facing increasing government bond spreads. Thus, countries would build
up unsustainable debt and risk default.

Another challenge to the fiscal capacity was addressed on the area of cyclically-sensitive
economic indicators. Thus, the measurement of the cyclical component of the unemployment
rate or growth rate was erratic. While a country with an economic downturn caused by
exogenous circumstances should be entitled to solidarity and possible short-term transfers,
economic downturns caused by bad policy should not. The distinction between exogenous
and endogenous factors causing economic downturns was complex and subject to the
perception of what is good or bad policy. In addition, poorer countries would pay for the
unemployed in richer countries, according to this contribution.

4. How should the budgetary capacity be financed?
Several contributions were received on the topic of financing.
It was stated that funding should not be provided through regressive taxes, i.e. VAT, to avoid

the adverse effect on domestic demand. Transfers between Member States under the fiscal
capacity should take the form of investment rather than financing consumptive purposes,
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which should be financed via taxes.

Member States contributions to the fiscal capacity could be financed by combatting corporate
tax avoidance via a CCCTB, or by financial transaction taxes.

To address the problem of a persistent current account surplus, contributions by the Member
States could (in part) be based on their excessive surplus; from these contributions, public
investment projects in the corresponding Member States could be financed, to increase
domestic demand. Further resources for the fiscal capacity and/or one off contributions to
capitalize EIB and/or national promotional banks, in order to promote investment, could come
in form of GNI based contributions from Member States, which should be exempted from the
SGP rules.

The fiscal capacity should also have the ability to issue debt or refinance itself via the ECB, to
respond to negative shocks; if own resources turned out to be insufficient to cover debt
payments, Member States should be jointly liable.

5. What size should the budgetary capacity have to be able to fulfil its functions?

On the issue of the necessary size, it was argued by some that a limited size was insufficient
to address the investment weakness in the euro zone and general economic problems in some
Member states. One shadow rapporteur argued that the volume of any budgetary capacity
would be too small to have anti-cyclical effects or to reduce macro-economic imbalances
across Member States.

6. Should the EMU fiscal capacity be established inside or outside the budgetary
framework? In case of the first: how does the capacity have to be designed to
ensure coherence with the existing funds of the EU budget such as the European
Structural and Investment Funds (ESIF)) as well as other funding mechanisms
partially funded or guaranteed by the budget, namely the ESM (practically a
preliminary step towards a European Monetary Fund), the Youth Guarantee and
the EIB operations (especially EFSI)?Should it serve vertical (those who are
more able shoulder more) and/or horizontal (sector/jurisdiction compensation)
equity?

It was argued that the ESM features as a shock absorbent in financial crises. A budgetary
capacity should focus on incentivising and stimulating necessary reforms in good economic
times. It should not absorb shocks of Member States with lax budget policy. Therefore a clear
distinction between the functioning of a fiscal capacity and of the ESM should be made.

7. What would be legal forms of the options suggested? Could they be implemented
within the scope of the current Treaty or would they require a revision?

One of the shadow rapporteurs argued that the suggested and preferred measures do not need
Treaty change.

Another shadow rapporteur took the view that the recent deal agreed with the UK at the

European Council of February 18th, 2016, recalled, following the amendment to the EFSM
regulation during the summer of 2015, that differentiation within the current treaties was
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possible and even desirable: ™emergency and crisis measures designed to safeguard the
financial stability of the euro area will not entail budgetary responsibility for Member States
whose currency is not the euro”. Furthermore, "appropriate mechanisms to ensure full
reimbursement will be established where the general budget of the Union supports costs that
derive from the emergency and crisis measures."

This paragraph called for a specific budgetary capacity and governance for the Eurozone.

8. Should the capacity be limited to Eurozone Member States or should it be open
to other Member States, and if so, under which conditions?

One of the shadow rapporteurs emphasizes the importance of defining the scope: a capacity
for the euro area or the EU as a whole. Another contribution endorsed the view of the Five
Presidents' Report which underlines that any budgetary capacity should be open and
transparent vis-a-vis all Member States. Non-Eurozone countries had to be given complete
rights of participation, benefits and governance. In the view of this shadow rapporteur the role
of a budgetary capacity should be to improve the overall economic resilience of the EMU and
individual countries that will join the Eurozone eventually. It would thus help to prevent
crises and ensure a sound and smooth integration into the EMU.

Finally, another shadow rapporteur underlined that the already existing solidarity within the
Eurozone should be emphasised: when something goes wrong in the Eurozone, the national
budgets of the Eurozone countries are put to contribution, not the EU budget at large or the
budgets of non-Eurozone Member States. This called for specific and stronger governance
structures (Treasury, full-time presidency, Eurozone chamber).

9. Budgetary framework

There is wide agreement that a fiscal capacity for the euro area should be anchored in the
EU's budgetary framework as this presents advantages in terms of governance and
accountability. It also derives from the Parliament's long standing insistence on unity of the
budget. But it also presents legal and political constraints that were explained by the legal
service.

Three scenarios have been sketched, the first one being more ambitious and in line with the
Community method, the second more pragmatic and rapidly feasible, but more
intergovernmental, and the third one strictly intergovernmental and outside the budgetary
framework, which could consequently not be supported by the European Parliament:

» Any revenue of the Union must respect the own resources ceiling. Consequently, the
creation of any significant new source of Union revenue might require an upwards
revision of that ceiling. A revision of the own resources decision requires unanimity in the
Council together with ratification by all 28 national parliaments. However, since it does
not amount to treaty change, it would not be necessary to hold referenda in the Member
States.

Under this scenario, the new revenue could then be assigned to specific Eurozone
purposes as assigned revenue under Article 21(4) of the Financial Regulation. In this
way, a new charge/tax could be created and, if necessary, the own resources ceiling could
be raised as part of a single legislative package that would have to be adopted by
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unanimity in the Council and then ratified by all the national parliaments.

» To avoid having to respect or amend the own resources ceiling would require to rely on
direct contributions from the Member States as external assigned revenue, as was
suggested by the Commission in its communication on the Convergence and
Competitiveness Instrument in 2013. The contributions would be managed by the
Commission and the European Parliament could grant discharge. However, this would
amount to a more semi-intergovernmental budgetary solution, with the Member States
being free to decide how much they each contribute and what their contributions are used
for.

» Finally, if the budgetary capacity was to be established under enhanced cooperation,
Article 332 TFEU would apply, meaning that 'expenditure resulting from implementation
of enhanced cooperation, other than administrative costs entailed for the institutions, shall
be borne by the participating Member States, unless all members of the Council, acting
unanimously after consulting the European Parliament, decide otherwise'.
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PARERE DI MINORANZA

a norma dell'articolo 52 bis, paragrafo 4, del regolamento
di Bernd Kolmel, Pirkko Ruohonen-Lerner e Sander Loones, deputati del gruppo ECR

1. In linea con i criteri di finanze pubbliche sane enunciati nel trattato di Maastricht, gli Stati
membri dovrebbero consolidare la propria capacita di bilancio per far fronte agli shock
macroeconomici imprevisti. Le capacita di bilancio nazionali sono altrettanto efficaci della
capacita di bilancio della zona euro in termini di stabilizzazione della domanda aggregata, ma
non comportano trasferimenti netti protratti nel tempo ed eliminano completamente i
problemi generalizzati di azzardo morale. La proposta relativa a una capacita di bilancio della
zona euro riflette il prevalere della macrogestione sulla risoluzione dei problemi strutturali.

2. Affinché la disciplina di mercato risulti efficace, un quadro di bilancio basato su regole
deve includere un divieto di salvataggio finanziario credibile e meccanismi che permettano di
gestire le inadempienze degli Stati in maniera ordinata. Una governance di bilancio europea
non esonera gli Stati membri dalle loro responsabilita nazionali e non puo sostituirsi alle
riforme strutturali necessarie.

3. Invitiamo la Commissione e il Consiglio europeo a smettere di fingere che la realizzazione
di un'unione politica e di bilancio europea sia ormai vicina e a procedere in modo che il
divieto di salvataggio finanziario sia preso sul serio. Qualunque forma assumera la zona euro,
se la politica di bilancio restera di competenza degli Stati membri, un divieto di salvataggio
finanziario credibile sara un elemento fondamentale e, a nostro avviso, deve costituire il
primo passo di qualsiasi soluzione.
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14.9.2016

PARERE DELLA COMMISSIONE PER GLI AFFARI COSTITUZIONALI

destinato alla commissione per i bilanci e alla commissione per i problemi economici e
monetari

sulla capacita di bilancio della zona euro
(2015/2344(INI))

Relatore per parere (*): Paulo Rangel

(*) Commissioni associate- Articolo 54 del regolamento

SUGGERIMENTI

La commissione per gli affari costituzionali invita la commissione per i bilanci e la
commissione per gli affari economici e monetari, competenti per il merito, a includere nella
proposta di risoluzione che approvera i seguenti suggerimenti:

1. ricorda che, nonostante la giovane eta e la grave crisi attraversata negli ultimi anni, I'euro
e ampiamente affermato come valuta di riserva mondiale;

2. ritiene che la crisi abbia intensificato la necessita di miglioramenti nella governance
economica dell'UE e che I'Unione economica e monetaria (UEM) debba essere
progressivamente completata seguendo una tabella di marcia chiara e prevedibile;

3. ricorda che 26 Stati membri si sono impegnati a entrare nella zona euro e che I'euro €
riconosciuto nei trattati come la valuta dell'Unione economica e monetaria (articolo 3,
paragrafo 4, del TUE);

4. ritiene che la creazione di una capacita di bilancio della zona euro sia necessaria per
completare I'UEM e che occorra creare tale capacita, sia pure limitata, nel contesto
dell'attuale trattato;

5. prende atto delle diverse proposte di capacita di bilancio, con configurazioni e
un‘attribuzione di funzioni diverse, volte a promuovere la convergenza economica e
sociale e le riforme strutturali nella zona euro, nonché a rafforzarne la competitivita e la
resilienza e/o la capacita di assorbire gli shock; sottolinea che alcune opzioni sono
possibili nel contesto dei trattati attuali, in particolare ai sensi degli articoli 136, 175 e 352
del trattato sul funzionamento dell'Unione europea (TFUE);

6. ricorda che tale capacita dovrebbe essere parte del bilancio dell'Unione, come affermato
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11.

12.

13.

all'articolo 310, paragrafo 1, del TFUE e dovrebbe essere finanziata con risorse proprie,
essere conforme alle disposizioni degli articoli 310, paragrafo 4, e 312, paragrafo 1, del
TFUE, ma con la possibilita di iscrivervi stanziamenti al di 1a dei limiti previsti dal quadro
finanziario pluriennale (QFP);

ricorda che ai sensi dell'articolo 311 del TFUE vi é la possibilita di aumentare i massimali
delle risorse proprie e di istituire nuove categorie di risorse proprie (anche nel caso siano
aumentati solo da un numero limitato di Stati membri); osserva che avvalersi della
possibilita di assegnare determinate entrate a voci di spesa specifiche, ai sensi dell'articolo
21 del QFPY, non viola il principio dell'universalita del bilancio;

sottolinea che il bilancio dell'lUE offre inoltre garanzie per specifiche operazioni di
prestito e che vari strumenti, quali il MESF e il FEG, consentono di mobilitare i fondi
oltre i massimali di spesa del QFP;

osserva che, qualora la capacita di bilancio debba servire a fornire incentivi per le riforme
strutturali, essa potrebbe essere stabilita sulla base degli attuali trattati, se necessario
attraverso la cooperazione rafforzata; osserva che gli articoli 121, paragrafo 6, e 136 del
TFUE costituirebbero la base giuridica adeguata per tale meccanismo; nel caso di obiettivi
di capacita fiscale piu ampi e piu ambiziosi, sarebbe necessario ricorrere all'articolo 352
del TFUE;

osserva che l'inclusione della sostanza del trattato che istituisce il meccanismo europeo di
stabilita (MES) nel quadro giuridico dell'Unione europea, come gia chiesto dal Parlamento
in occasioni precedenti, consentirebbe di conferire al meccanismo stesso responsabilita
democratica e una maggiore legittimita, favorendo il consolidamento istituzionale
dellUEM,;

ribadisce la necessita di legittimita democratica, chiarezza e responsabilita, cose che
possono essere assicurate dal metodo comunitario, e che comportano I'applicazione della
procedura legislativa ordinaria, quale definita all'articolo 289 del TFUE, nonché il pieno
coinvolgimento del Parlamento nella definizione, I'attuazione e il controllo di una capacita
di bilancio; suggerisce altresi, a tale riguardo, che il vicepresidente della Commissione
incaricato dell'euro presieda I'Eurogruppo e che gli siano concessi ampi poteri sull'UEM,;

e del parere che, con I'avanzare del processo di costruzione di una vera UEM, si renda
necessario creare un Tesoro della zona euro, soprattutto ai fini di un processo decisionale
collettivo, nonché per la supervisione e la gestione della capacita di bilancio della zona
euro e per le politiche specificamente collegate ad essa (in particolare le politiche volte a
rafforzare la competitivita, I'integrazione e la convergenza economica);

Ricorda che i protocolli sull'applicazione dei principi di sussidiarieta e di proporzionalita e
sul ruolo dei parlamenti nazionali prevedono notevoli opportunita per il coinvolgimento
dei parlamenti nazionali in questo ambito, sfruttando anche tutte le potenzialita degli
strumenti previsti dall'articolo 13 del trattato sulla stabilita, sul coordinamento e sulla
governance dell'UEM e dal titolo 11 del protocollo n. 1; afferma che le responsabilita

! Regolamento (UE, Euratom) n. 966/2012 del Parlamento europeo e del Consiglio, del 25 ottobre 2012, che
stabilisce le regole finanziarie applicabili al bilancio generale dell'Unione e che abroga il regolamento (CE,
Euratom) n. 1605/2002 del Consiglio.
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16.

17.

18.

devono essere assegnate al livello in cui sono prese o attuate le decisioni, con un controllo
dei parlamenti nazionali sui rispettivi governi e del Parlamento europeo sugli organi
esecutivi europei; ritiene che soltanto in tal modo sia possibile garantire il necessario
rafforzamento della responsabilita e della padronanza decisionale;

sottolinea che I'utilizzo di risorse proprie specificamente correlate alla zona euro
garantirebbe la chiarezza, la trasparenza e la legittimita democratica necessarie
relativamente al controllo e alla responsabilita, giacché tali risorse sarebbero generate e
controllate a livello europeo;

chiede che al Parlamento europeo e ai parlamenti nazionali sia conferito un ruolo piu
importante nel nuovo quadro di governance economica, al fine di rafforzare la
responsabilita democratica;

ritiene che gli Stati membri che non fanno parte della zona euro dovrebbero, se lo
desiderano, essere coinvolti, anche se in un modo differenziato e in funzione della
configurazione della capacita di bilancio.

reputa essenziale distinguere tra le discussioni riguardanti le politiche per la zona euro e il
relativo processo decisionale; ritiene che si debbano individuare modalita per consentire a
tutti gli Stati membri che si sono impegnati ad aderire alla zona euro di partecipare,
qualora lo desiderino, alle discussioni riguardanti la zona euro, fermo restando che solo gli
Stati membri che appartengono alla zona euro e che contribuiscono ai fondi di salvataggio
e alla capacita di bilancio dovrebbero poter partecipare al voto sulle relative decisioni;

ritiene che una precisa definizione del ruolo della Corte di giustizia dell'Unione europea
sara cruciale per garantire equita ed efficienza nell'attuazione del nuovo quadro.
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13.7.2016

PARERE DELLA COMMISSIONE PER IL CONTROLLO DEI BILANCI

destinato alla commissione per i bilanci e alla commissione per i problemi economici e
monetari

sulla capacita di bilancio della zona euro
(2015/2344(INI))

Relatore per parere: Zigmantas BalCytis

SUGGERIMENTI

La commissione per il controllo dei bilanci invita la commissione per i bilanci e la
commissione per i problemi economici e monetari, competente per il merito, a includere nella
proposta di risoluzione che approvera i seguenti suggerimenti:

1. osserva che I'Unione economica e monetaria europea non dispone del meccanismo di
adeguamento fiscale o di bilancio necessario per assorbire gli shock asimmetrici, poiché la
crisi ha dimostrato che le forze di mercato da sole non sono in grado di porre rimedio agli
squilibri né di impedire agli Stati membri di indebitarsi eccessivamente;

2. ritiene che, come dimostrato dalla crisi, la moneta unica non pud contare unicamente su
una banca centrale per il controllo della massa monetaria, senza un'ulteriore integrazione
politica, economica e di bilancio;

3. ricorda la posizione del Parlamento secondo cui e necessario approfondire I'integrazione
economica europea per garantire la stabilita della zona euro e dell'Unione nel suo insieme;

4. ¢ preoccupato che gli strumenti elaborati negli ultimi anni per far fronte alla crisi siano di
natura intergovernativa, non siano integrati nell'acquis comunitario e non siano soggetti a
un controllo democratico né all'esame del Parlamento;

5. sottolinea che la creazione di una capacita di bilancio nella zona euro € necessaria per
completare I'Unione economica e monetaria (UEM); ritiene che, tra le funzioni della
politica di bilancio, la funzione di stabilizzazione di una capacita di bilancio ¢ la piu
facilmente realizzabile, mentre una funzione di redistribuzione potrebbe essere prevista in
un'unione politica ed economica piu integrata;

6. sottolinea che tale capacita dovrebbe essere istituita nel quadro del bilancio dell'Unione, al
di fuori del quadro finanziario pluriennale (QFP), e attuata dalla Commissione; ricorda la
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sua posizione secondo cui qualsiasi capacita di bilancio creata specificamente per la zona
euro deve essere elaborata nel quadro dell'Unione;

7. sottolinea che qualsiasi capacita di bilancio deve essere fortemente orientata verso gli
investimenti pubblici e mirare ad obiettivi sociali ed economici quali la piena occupazione
e la convergenza sociale e regionale;

8. sottolinea che, per quanto riguarda il finanziamento, la capacita di bilancio deve essere
inclusa nel bilancio dell'Unione; ritiene che possibili fonti di finanziamento possano
essere misure contro I'elusione e I'evasione fiscale;

9. sottolinea che tale capacita deve essere conforme alle disposizioni di cui agli articoli 317,
318 e 319 del trattato sul funzionamento dell'Unione europea (TFUE) onde garantire il
controllo democratico, la trasparenza e la responsabilita nei confronti dei cittadini dell'UE
mediante le istituzioni esistenti.
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