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I. Introduction
When Economic and Monetary Union (EMU) was adopted in the European Union, monetary 
union was achieved by the establishment of the euro as the single currency and the creation 
of the European Central Bank (ECB) to set a single monetary policy.  The economic union 
was left in a much less formalized position. Economic and budgetary policies were left in the 
hands of the individual Member States with a relatively loose coordination through setting 
economic policy guidelines and through the budgetary commitments of the Maastricht Treaty 
and the Stability and Growth Pact (SGP).

The global economic and financial crises in recent years have exposed shortcomings in 
economic governance and budgetary surveillance in the EU.  In practice, the budgetary 
commitments in the Treaty and the SGP were not fully enforced.  But more importantly, it has 
become clear that budgetary positions can be undermined by developments in other areas of 
the economy, such as property bubbles and loss of competitiveness in an economy, leading to 
substantial imbalances.  If these developments are not identified and remedial action taken, 
they can lead to a sudden contraction of GDP with consequences for the budgetary positions. 
There are also spillover effects from one country to others due to the interdependence of the 
Member States.

The implication of these developments is that coordination and surveillance of economic 
policies must go beyond a focus on the existing fiscal balances and seek to identify at an early 
stage developments in other parts of the economy that may give rise to economic and fiscal 
problems further down the road.

This has led to a range of measures being adopted to enhance European economic and 
budgetary coordination and further measures are planned. These are seen as essential if the 
euro zone in particular and the wider EU are to be better positioned to avoid any repetition of 
the banking/fiscal crises of recent years. The weak form of self-regulation that we had needs 
to be turned into a genuine coordination of economic and budgetary policies in the interests 
of all Member States, both large and small.

The integration of budgetary and economic policy is proceeding through a number of 
developments, which are largely organized through the European Semester. The European 
Semester is a yearly cycle of economic policy coordination, which was agreed in 2010 as the 
means of implementating trans-EU economic policy guidelines in a more formalized way 
than before. The Semester framework has been strengthened through a number of recent 
pieces of legislation, known as the “six-pack”. It will be further strengthened through the 
implementation of the “two-pack”, which consists of two new Regulations.  Political agreement 
has been reached on these two Regulations under the stewardship of the Irish Presidency. 
The agreement has been approved by the European Parliament and it is expected that the 
Regulations will be formally adopted in May or June 2013.

This paper sets out the position reached through all these measures up to and including the 
“two-pack”.  It does not deal with other proposals which are still to be progressed through the 
EU legislative procedures.



6 Reforming European Economic Governance: The European Semester and other Recent Developments

II. The European Semester 
The European Semester begins with the publication by the Commission of the Annual 
Growth Survey (AGS). For the 2013 Semester, this was published on 28 November 2012. After 
its publication and ahead of the March European Council, it is debated by the relevant EU 
Councils and bodies. The March European Council issues guidance for national policies on 
the basis of the AGS. 

In April Member States submit their Stability Programmes in the case of euro countries or 
Convergence Programmes in the case of non-euro countries, which relate to sound finances, 
and their National Reform Programmes (NRPs), which relate to economic policy and 
growth. The Commission then assesses these programmes and proposes country-specific 
recommendations (CSRs). In late June or early July, the Council formally adopts these 
recommendations. These recommendations should be taken into account by countries in the 
development of their national budgets. 

We are now going through the third cycle of the European Semester.  

The AGS for 2013 suggested that, while EU policies are beginning to show results, continued 
reform is needed to generate sustainable growth and jobs.  It concluded that the five priorities 
outlined in the 2012 AGS remain valid viz:

•	 pursuing differentiated, growth-friendly fiscal consolidation
•	 restoring normal lending to the economy
•	 promoting growth and competitiveness for today and tomorrow
•	 tackling unemployment and the social consequences of the crisis and
•	 modernising public administration

At the Economic and Financial Affairs Council meeting in February 2013, Ministers agreed 
that these five priorities should be pursued and called on the Member States to present a 
comprehensive response in submitting their Stability/Convergence Programmes and their 
NRAs, with concrete, detailed and ambitious and effective measures.  The European Council 
also endorsed these priorities at its March meeting.   It said that particular priority should be 
given to supporting youth employment and promoting growth and competitiveness.

When the Commission and the Council proceed to the stage of making country-specific 
recommendations, they will presumably follow the practice in previous years for countries such 
as Ireland which are in an adjustment programme of simply recommending that the measures 
in the programme be implemented.

Since the first European Semester in 2011, the process has been amended and strengthened. In 
2011 the six-pack was passed, which significantly increased the powers held by the Commission 
and the Council in the European Semester. This consisted of five Regulations and a Directive, as 
listed in the References.

The two-pack, which is expected to come into operation in May/June, will further increase the 
powers of the Commission in the European Semester. This involves the two Regulations listed 
in the References.
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The role of the European Parliament and the national parliaments has been enhanced in terms 
of the requirements for dialogue in the implementation of the various processes.  The European 
Parliament discusses the AGS and adopts a report on it.  It can also hold hearings during the year 
with the main stakeholders such as the Commission and the Council and with countries affected 
by decisions on matters such as excessive deficits. Specific provision is made in a number of 
areas for fully respecting the rights of the national parliaments.

The semester process is illustrated in Chart1

Chart1

III. Budget and Economic Surveillance Processes
The European Semester is backed up by a number of processes which have been introduced or 
strengthened in recent times viz

•	 The Treaty on Stability, Coordination and Governance (TSCG), which provides a number 
of commitments on the overall budgetary position;

•	 Strengthened provisions for implementing the excessive deficit procedure under the 
Stability and Growth Pact;

•	 A new macroeconomic imbalance procedure;
•	 New requirements for the budgetary framework and for submitting draft budgets 

before adoption;
•	 New provisions for surveillance of Member States in bailout situations.

These processes are described below. They tend to be intertwined and overlapping but the 
structure below tries to group them in a comprehensible way.
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III.a. Commitments on the overall budgetary position

Under the Treaty on Stability, Coordination and Governance in the Economic and Monetary 
Union (TSCG), the budgetary position must be balanced or in surplus. This is deemed to 
be respected if the structural balance is at its medium-term objective, with a lower limit of a 
structural deficit of 0.5% of GDP. A structural deficit of at most 1% of GDP is allowed where debt 
is significantly below 60% of GDP and the risks for long-term sustainability of public finances 
are low. Where debt exceeds 60% of GDP, it is to be reduced at an average rate of one twentieth 
per year. This corrective mechanism is not triggered if a Member State is on the adjustment path 
towards their medium term objective (MTO).

Each Member State must have a country-specific MTO for its budgetary position. For euro 
Member States, the MTO is to be within a range between -1% of GDP and balance or surplus 
(as stated above, the higher structural deficit is only permissible for Member States where debt 
is significantly below 60% of GDP). There should be rapid convergence towards the MTO, with 
the time-frame being proposed by the Commission, taking into consideration country-specific 
sustainability risks. 

Progress towards and respect of the MTO is evaluated on the basis of an overall assessment with 
the structural balance as a reference, including an analysis of expenditure net of discretionary 
revenue measures. For a Member State which has not reached its MTO, annual expenditure 
growth should be below the medium-term rate of potential GDP growth, unless it is matched by 
discretionary revenue increases.

A country may temporarily deviate from the MTO only in exceptional circumstances i.e. an 
unusual event outside the control of the country which has a major impact on the financial 
position of the general government or periods of severe economic downturn (as set out in the 
revised SGP).

In the event of a significant deviation from the MTO or the adjustment path towards it, a 
corrective mechanism is to be triggered automatically.  This will be based on common principles 
to be proposed by the European Commission concerning in particular the nature, size and time-
frame of the corrective action.  This corrective mechanism is to fully respect the prerogatives 
of the national Parliaments in terms of decisions on individual measures.  The Commission 
published a Communication on “Common principles on national fiscal correction mechanisms” 
on 20 June 2012.

 These rules must be implemented by Member State through provisions of binding force and 
permanent character, preferably constitutional, or otherwise guaranteed to be fully respected 
and adhered to throughout the national budgetary process.

The reverse qualified majority rules applies to proposals or recommendation submitted by the 
European Commission.  This is a new process under which the proposals are accepted unless a 
qualified majority rejects them, rather than the normal procedure where a qualified majority is 
needed to accept them.  This makes it easier for proposals to be accepted.

With a view to benchmarking best practice and working towards a more closely coordinated 
economic policy, Member States will ensure that all major economic reforms they plan to 
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undertake will be discussed ex-ante and, where appropriate, coordinated with others.   The 
Commission has lately produced a communication on its proposals for ex ante coordination of 
reforms and European Council President Herman van Rompuy has been tasked with presenting 
a roadmap on, inter alia, ex ante coordination to the June European Council. 

Ireland has implemented these rules through an amendment of the Constitution and through 
the Fiscal Responsibility Act 2012.  In particular that Act provides for an automatic correction 
mechanism where needed under which the Government will, within two months of the need 
arising following a warning from the European Commission, prepare and lay before the Dáil a 
plan specifying what is required to be done to secure compliance with the budgetary rule.  This 
plan will specify, inter alia, the period over which compliance is to be achieved and the size and 
nature of the revenue and expenditure measures to be taken.

The TSCG provides that Euro Summit meetings are to take place at least twice a year. Rules for the 
conduct of these meetings were agreed at the March European Council.  The President of the Euro 
summit is to be appointed by the Heads of State and Government of the euro Member States at the 
same time as the European Council elects its President and for the same term of office.

III.b. Requirements for budgetary frameworks for Member States

Council Directive 2011/85/EU from the six-pack sets out uniform requirements for the rules and 
procedures forming the budgetary frameworks of the Member States, so as to ensure that they 
are complete and comprehensive and transparent.  This is added to by the proposed Regulation 
in the two-pack which will come into force shortly on common provisions for monitoring and 
assessing draft budgetary plans and ensuring the correction of excessive deficits of the Member 
States in the euro area. This includes a common budgetary timeline and common budgetary 
rules, such as the use of independently produced or endorsed macroeconomic forecasts and 
independent fiscal councils monitoring the implementation of national rules.

Member States are to make public annually their medium-term fiscal plans based on independently 
produced or endorsed macroeconomic forecasts, together with their Stability Programmes, 
preferably by 15 April but no later than 30 April each year. These will establish a credible, effective 
medium-term budgetary framework with a fiscal planning horizon of at least 3 years.

For euro Member States, draft budgets for the general government are to be published and 
submitted to the Commission and the Eurogroup no later than 15 October, together with the 
independently produced or endorsed macroeconomic forecasts on which they are based.  The 
draft budget contains:

•	 the targeted budget balance 
•	 projections at unchanged policies on expenditure and revenue
•	 the targeted expenditure and revenue for general government and their main components
•	 relevant information on the general government expenditure by function, including on 

education, healthcare and employment, and, where possible, indications on the expected 
distributional impact of the main expenditure and revenue measures; a description and 
quantification of the expenditure and revenue measures to be included in the budget, 
particularly major fiscal policy reform plans with potential spill-over effects for other 
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Member States; the description may be less detailed for measures with a budgetary 
impact of less than 0.1% of GDP

•	 the main assumptions of the independently produced or endorsed macroeconomic forecasts 
and important economic developments relevant to the achievement of the budgetary targets

•	 indications on how the reforms and measures in the draft budget address the current 
recommendations under Council economic policy guidelines

The specifications of the content of the draft budgetary plan are to be set out in a harmonised 
framework established by the Commission in cooperation with the Member States.

The Commission is to adopt an opinion on the draft budget as soon as possible and no later than 
end-November.  The key focus is to be on whether the budget is consistent with the economic 
policy guidance issued in the context of the European Semester and the commitments under the 
SGP and other EU processes.  

The Commission cannot change the budget plan. In exceptional cases where, after consultation 
with the Member State concerned within one week from the submission of the draft budgetary 
plan, the Commission identifies particularly serious non-compliance with the budgetary policy 
obligations laid down in the SGP, the Commission opinion is to be adopted within two weeks 
from the submission of the draft budgetary plan and is to request a revised draft budgetary 
plan to be submitted as soon as possible and no later than three weeks from the issuance of the 
opinion.  This request should be reasoned and made public.  The Commission will adopt a new 
opinion on the revised draft budget within three weeks of receiving it.

According to the Commission, the new process will leave national Parliaments better informed 
in terms of the appropriateness of the draft budget plans without affecting their role in the 
budgetary procedure.

The Commission’s opinion on the draft budgetary plans is made public and submitted to the 
Eurogroup. 

The budget is to be adopted by the Member State no later than 31 December.

Similar to the requirements under the TSCG, each Member State is to have in place numerical 
fiscal rules on the budget balance which are specific to it and which effectively promote 
compliance with its budgetary obligations over a multiannual horizon.  They must have an 
independent fiscal council to monitor implementation of these fiscal rules - in Ireland the Irish 
Fiscal Advisory Council has been given this task under the Fiscal Responsibility Act 2012.

The national systems of public accounting are to be subject to internal control and independent 
audit.

III.c. Stability and Growth Pact/Excessive Deficit Procedure

The budget targets in the Maastricht Treaty and the SGP have been added to by the commitments 
under the TSCG and the process of implementing the excessive deficit procedure has been 
strengthened under the six-pack, both the preventative and the corrective arms.
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The Maastricht Treaty and SGP commitments remain – the general government deficit not to 
exceed 3% of GDP and the debt to GDP ratio to be no higher than 60% or to be sufficiently 
diminishing towards that level.  This 3% threshold is in nominal terms whereas the TSCG 
commitment is in terms of a structural deficit i.e. taking account of cyclical effects on the budget.

Each Member State submits to the Council and Commission information necessary for the 
purpose of multilateral surveillance annually in April in the form of a Stability Programme 
for euro-area countries or Convergence Programme for non-euro-area countries. These are 
to provide an essential basis for price stability and for strong sustainable growth conducive to 
employment creation.

A Stability Programme presents the following information:

1.  the medium-term budgetary objective and the adjustment path towards this objective for 
the general government surplus/deficit and the expected path of the general government 
debt ratio;

2.  the main assumptions about expected economic developments and important economic 
variables which are relevant to the realisation of the Stability Programme, such as 
government investment expenditure, real gross domestic product (GDP) growth, 
employment and inflation;

3.  a detailed and quantitative assessment of the budgetary and other economic policy 
measures being taken and/or proposed to achieve the objectives of the programme, 
comprising a detailed cost-benefit analysis of major structural reforms which have direct 
long-term cost-saving effects, including by raising potential growth;

4.  an analysis of how changes in the main economic assumptions would affect the budgetary 
and debt position;

5.  if applicable, the reasons for a deviation from the required adjustment path towards the 
medium term budgetary objective.

The excess of a government deficit over the reference value of 3% is considered exceptional 
when resulting from an unusual event outside the control of the Member State concerned 
and which has a major impact on the financial position of the general government, or when 
resulting from a severe economic downturn. In addition, the excess over the reference value is 
considered temporary if budgetary forecasts as provided by the Commission indicate that the 
deficit will fall below the reference value following the end of the unusual event or the severe 
economic downturn.

The Commission and the Council, when assessing and deciding upon the existence of an excessive 
deficit, may consider an excess over the reference value resulting from a severe economic 
downturn as exceptional if the excess over the reference value results from a 2% negative annual 
GDP volume growth rate or from an accumulated loss of output during a protracted period of 
very low annual GDP volume growth relative to its potential.

In the preventative arm, in the event that the Council identifies significant divergence of 
the budgetary position from the medium-term budgetary objective, or the adjustment path 
towards it, it will, with a view to giving early warning in order to prevent the occurrence of 
an excessive deficit, address a recommendation to the Member State concerned to take the 
necessary adjustment measures. If a Member State fails to take action in response to a Council 
recommendation, the Council may decide to require the Member State to lodge with the 
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Commission an interest-bearing deposit of 0.2% of GDP. The deposit will be returned when the 
situation no longer exists.

In the corrective arm, where Council has decided that an excessive deficit exists, it may require 
the Member State to lodge a non-interest-bearing deposit of 0.2% of GDP (or convert an 
existing interest-bearing deposit). If the Council decides that the Member State has not taken 
action to correct its excessive deficit, the Council may impose a fine amounting to 0.2% of GDP. 
The Council may reduce the size of the deposit or the fine on grounds of exceptional  economic 
circumstances or following a reasoned request by the Member State.

When it decides that an excessive deficit exists, the Council at the same time makes 
recommendations to the Member State concerned.

The Council recommendation establishes a deadline of six months at most for effective action to 
be taken by the Member State concerned. The Council recommendation also establishes a deadline 
for the correction of the excessive deficit, which should be completed in the year following its 
identification unless there are special circumstances. In the recommendation, the Council will 
request that the Member State achieves a minimum annual improvement of at least 0,5 % of GDP 
as a benchmark, in its cyclically adjusted balance net of one-off and temporary measures, in order 
to ensure the correction of the excessive deficit within the deadline set in the recommendation.

A country that is subject to an excessive deficit procedure must put in place an Economic 
Partnership Programme (EPP) describing the policy measures and structural reforms that are 
needed to ensure an effectively durable correction of the excessive deficit, as a development of its 
National Reform Programme (NRP) and its Stability Programme. The EPP identifies and selects 
a number of specific priorities aimed at enhancing competitiveness and long-term sustainable 
growth and addressing structural weaknesses in the Member State concerned. Those priorities are 
to be consistent with the Union strategy for growth and jobs.  Their submission to the Council of 
the EU and to the European Commission for endorsement and their monitoring will take place 
within the context of the existing surveillance procedures under the SGP, with regular reporting 
on the in-year execution of the budget.

Provision is also now made for sanctions for the manipulation of budgetary statistics, involving 
fines of up to 0.2% of GDP.

In all decisions, the reverse qualified majority system applies.

III.d. Macroeconomic Imbalance Procedure

The new Macroeconomic Imbalance Procedure (MIP) in Regulation (EU) 1176/2011 of 
the six-pack broadens the EU economic governance framework to include the surveillance 
of macroeconomic trends so as to identify potential risks early on, prevent the emergence of 
harmful imbalances and correct imbalances that are already in place.

Imbalances are defined as any trend giving rise to macroeconomic developments which are 
adversely affecting or have the potential to adversely affect the proper functioning of the 
economy of a Member State or of EMU. The Commission is to prepare an annual report 
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containing a qualitative economic and financial assessment based on a scorecard with a set of 
indicators.  The scorecard comprises a small number of relevant, practical, simple, measurable 
and available macroeconomic indicators for Member States. It contains indicative thresholds 
for the indicators to serve as alert levels, with upper and lower levels.  The annual report 
indicates whether the crossing of thresholds in one or more Member States signifies the 
possible emergence of imbalances.

The Commission then undertakes an in-depth review for each Member State that it considers 
may be affected by, or at risk of being affected by, imbalances.  If, on the basis of an in-depth 
review, the Commission considers that the Member State is experiencing imbalances, it may 
propose recommendations which the Council may then address to the Member State.

Excessive imbalances are defined as severe imbalances, including those that jeopardise 
or risk jeopardising the proper functioning of EMU. If the Commission considers that an 
excessive imbalance exists, the excessive imbalance procedure is opened. The Council, on a 
recommendation from the Commission, may adopt a recommendation establishing the existence 
of an excessive imbalance and recommending that the Member State concerned take corrective 
action. It will specify a set of policy recommendations to be followed and a deadline for the 
submission of a corrective action plan. The Council will assess the plan and, if it is considered 
insufficient, ask for a new plan. The Commission may carry out enhanced surveillance missions 
to the Member State concerned. If the recommended corrective action is not taken, the Council, 
on a recommendation from the Commission, adopts a decision establishing non-compliance, 
together with new deadlines for taking corrective action.

A system of sanctions is set out in Regulation (EU) 1174/2011 of the six-pack. Where the 
Council concludes that a Member State has not taken the corrective action recommended, 
an interest bearing deposit of 0.1% of GDP can be imposed by Council decision, acting on a 
recommendation from the Commission. An annual fine of 0.1% of GDP can be imposed where 
two successive recommendations in the same imbalance procedure are adopted.

Decisions in relation to sanctions under the MIP are taken using the reverse qualified majority 
voting process.

The Annual Report by the Commission under the Macroeconomic Imbalance Procedure 
is called the Alert Mechanism Report (AMR).  The Commission published the first AMR in 
February 2012 using 10 indicators, such as loss of competitiveness, a high level of indebtedness 
and asset price bubbles.  It identified 12 Member States for in-depth review and concluded in 
May 2012 that imbalances existed in all 12.  Appropriate policy responses were integrated in 
the country-specific recommendations issued by the Council in July 2012.  The countries in 
adjustment programmes were excluded from the in-depth reviews.

The Alert Mechanism Report 2013 was published in November 2012 using 11 indicators – 
adding an indicator on the growth rate of financial sector liabilities.  It identified 14 Member 
States for in-depth review (excluding programme countries) and 13 of these reviews were 
completed in early April. (The change from 14 to 13 reviews is because Cyprus entered an EU/
IMF programme in March 2013.)

The 11 indicators used in the 2013 Report are set out below.  They will be subject to review as 
experience is gained with the process.
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III.e. Strengthening surveillance for countries with financial stability 
problems or receiving financial assistance 

New provisions are proposed in the two-pack for enhanced surveillance of euro Member States 
experiencing or threatened with serious difficulties with respect to their financial stability or the 
sustainability of the public finances and/or that receive or may receive financial assistance from 
another State, the EFSF, the EFSM, the ESM or IFIs. This does not apply to countries receiving 
financial assistance on a precautionary basis in the form of a credit line which is not conditional 
on the adoption of new policy measures.

The Commission decides when to introduce this enhanced surveillance, after giving the Member 
State the opportunity to express its views.  The intensity of the surveillance will be commensurate 
with and proportionate to the severity of the financial difficulties encountered and the nature of 
the financial assistance received, A Member State under this enhanced surveillance shall adopt 
measures to address the sources of difficulty. The Commission may request

•	 disaggregated information on the financial situation of the financial institutions
•	 stress test exercises or sensitivity analyses as necessary
•	 regular assessments of its supervisory capacities over the financial sector
•	 information needed for monitoring macroeconomic imbalances.

Where a Member State wishes to obtain financial assistance, the Commission will prepare, in 
liaison with the ECB and IMF where possible, an analysis of the sustainability of the Government 
debt of the country concerned and the actual or potential financing needs. The Member State 
prepares a draft macroeconomic adjustment programme (unless the assistance sought is a loan 
for re-capitalising financial institutions only).  The Council, acting by qualified majority on a 
proposal from the Commission, may approve the adjustment programme.  The Commission 
then monitors the implementation of the adjustment programme.

When preparing an adjustment programme, the Member State concerned is to seek the views 
of social partners as well as relevant civil society organisations, with a view to contributing to 
building consensus over its content.

Indicators used in Alert Mechanism Report 2013
External Imbalancesand 

Competitiveness
3-year average of current account imbalance as % of GDP
Net International Investment Position as % of GDP
% change (3 years) of Real Effective Exchange Rate relative to 35 
industrial countries
% change (5 years) in export market shares
% change (3 years) in nominal unit labour cost

Internal Imbalances Year-on-year % change in deflated house prices
Private sector credit flow as % of GDP
Unemployment rate - 3 year average
Private sector debt as % of GDP
General government debt as % of GDP
Year-on-year change in Total Financial Sector Liabilities, non-
consolidated data.
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The adjustment programme replaces the Stability Programme. The Macro-economic Imbalance 
Procedure, the monitoring of economic policy under the European Semester and the monitoring 
requirements under the excessive deficit procedure are all replaced by the monitoring of the 
adjustment programme for the duration of the programme.

A Member State remains under post-programme surveillance as long as a minimum of 75% of 
the financial assistance received has not been repaid.  The IMF also conducts post-programme 
surveillance, with bi-annual reviews instead of the usual annual reviews until the debt is repaid.

IV. Conclusion 
The processes for coordination and surveillance of budget and economic policies in the EU have 
been revamped and extended in the light of the recent economic and financial difficulties.  It 
should be stressed that these processes and constraints apply to all Member States, both big and 
small, with some of them being limited to the Euro members.  They are designed to look at a wider 
range of issues so as to improve coordination among the Member States, to achieve greater growth 
and identify and avoid developments which might lead to economic and budgetary difficulties.

The result of these changes is:

•	 The overall budgetary position is heavily circumscribed by the Treaty requirement for a 
structural budget deficit of no more that 0.5%/1% of GDP and the requirement to get the 
debt ratio moving towards 60% by one-twentieth of the gap each year.

•	 The detailed measures in the budget are still a matter for the Member State but the 
budget must be submitted in draft form to the Commission and must be amended if the 
Commission considers that there is serious non-compliance with commitments.

•	 The draft budget must be submitted and published no later than 15 October and adopted 
by 31 December. This requires a change in the timing of the Irish budget and perhaps in 
the process for finalising the budget.

•	 The budget must be based on independently prepared or endorsed macroeconomic 
forecasts and be monitored by an independent Fiscal Council.

•	 If the budget is deviating significantly from the path towards the Medium Term Objective 
of a structural budget deficit of no more than 0.5/1% of GDP, a corrective mechanism is 
to be triggered automatically.

•	 A greater range of indicators is being monitored and recommendations are to be 
formulated to avoid macroeconomic imbalances outside the budgetary area which 
might lead to budgetary imbalances in the future. This is designed, inter alia, to identify 
potential budget problems at an earlier stage and take corrective action.

•	 All major economic reforms are to be discussed ex-ante and where appropriate 
coordinated with others.

•	 There will be additional surveillance and monitoring of countries in an adjustment programme 
and for a defined time after completing the programme. Many of the monitoring processes 
are replaced by this additional surveillance for the duration of the adjustment programme.

•	 The role of the European Parliament and the national parliaments has been enhanced in 
terms of the requirements for dialogue in the implementation of the various processes. Final 
decisions on individual revenues and expenditures still rest with the national parliament, 
subject to staying within the overall budgetary commitments.
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Primary sources
Van Rompuy’s Report: Towards a Genuine Economic and Monetary Union

•	 First June 2012 Report
 http://ec.europa.eu/economy_finance/focuson/crisis/documents/131201_en.pdf
•	 Interim October 2012 Report
 http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/132809.pdf
•	 Commission November 2012 Communication: A blueprint for a deep and genuine 

economic and monetary union - Launching a European Debate
 http://ec.europa.eu/commission_2010-2014/president/news/archives/2012/11/pdf/

blueprint_en.pdf
•	 Final December 2012 Report
 http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/en/ec/134069.pdf

The Six Pack
•	 Regulation (EU) No 1173/2011 of the European Parliament and of the Council of 16 

November 2011 on the effective enforcement of budgetary surveillance in the euro area
•	 Regulation (EU) No 1174/2011 of the European Parliament and of the Council of 

16 November 2011 on enforcement measures to correct excessive macroeconomic 
imbalances in the euro area

•	 Regulation (EU) No 1175/2011 of the European Parliament and of the Council of 16 
November 2011 amending Council Regulation (EC) No 1466/97 on the strengthening 
of the surveillance of budgetary positions and the surveillance and coordination of 
economic policies

•	 Regulation (EU) No 1176/2011 of the European Parliament and of the Council of 16 
November 2011 on the prevention and correction of macroeconomic imbalances

•	 Council Regulation (EU) No 1177/2011 of 8 November 2011 amending Regulation (EC) 
No 1467/97 on speeding up and clarifying the implementation of the excessive deficit 
procedure 

•	 Council Directive 2011/85/EU of 8 November 2011 on requirements for budgetary 
frameworks of the Member States

Treaty on Stability Coordination and Governance
•	 http://www.consilium.europa.eu/media/1478399/07_-_tscg.en12.pdf

The Two Pack
•	 ‘Two-Pack’ completes budgetary surveillance cycle for euro area and further improves 

economic governance
•	 Proposal for a Regulation on common provisions for monitoring and assessing draft 

budgetary plans and ensuring the correction of excessive deficit of the Member States in 
the euro area

•	 Proposal for a Regulation on the strengthening of economic and budgetary surveillance 
of Member States experiencing or threatened with serious difficulties with respect to 
their financial stability in the euro area

Documents on the European Semester & Economic Coordination
•	 European semester: a new architecture for the new EU Economic governance – Q&A
 http://europa.eu/rapid/press-release_MEMO-11-14_en.pdf

http://ec.europa.eu/economy_finance/focuson/crisis/documents/131201_en.pdf
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/132809.pdf
http://ec.europa.eu/commission_2010-2014/president/news/archives/2012/11/pdf/blueprint_en.pdf
http://ec.europa.eu/commission_2010-2014/president/news/archives/2012/11/pdf/blueprint_en.pdf
http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/en/ec/134069.pdf
http://www.consilium.europa.eu/media/1478399/07_-_tscg.en12.pdf
http://europa.eu/rapid/press-release_MEMO-11-14_en.pdf
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•	 Europe2020
http://ec.europa.eu/research/era/docs/en/investing-in-research-european-commission-
europe-2020-2010.pdf

•	 Euro+ Pact
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ecofin/119810.pdf

•	 Communication from the Commision on ‘Common principles on national fiscal 
correction mechanisms’
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2012:0342:FIN:EN:PDF

European Council Conclusions
•	 June 2012 Council Conclusions

 http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/131388.pdf
•	 June 2012 Euro Area Summit Statement

 http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/131359.pdf
•	 October 2012 Conclusions

 http://register.consilium.europa.eu/pdf/en/12/st00/st00156.en12.pdf
•	 December 2012 Conclusions

 http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/en/ec/134353.pdf
•	 Ecofin agrees position on bank supervision, December 2012

 http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ecofin/134265.pdf
•	 March 2013 Conclusions

 http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/136151.pdf

http://ec.europa.eu/research/era/docs/en/investing-in-research-european-commission-europe-2020-2010.pdf
http://ec.europa.eu/research/era/docs/en/investing-in-research-european-commission-europe-2020-2010.pdf
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ecofin/119810.pdf
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2012:0342:FIN:EN:PDF
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/131388.pdf
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/131359.pdf
http://register.consilium.europa.eu/pdf/en/12/st00/st00156.en12.pdf
http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/en/ec/134353.pdf
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ecofin/134265.pdf
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/136151.pdf

