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To the members of the
European Semester Group

The secretary-general of the European Economic and Social Committee is pleased to enclose the

MINUTES

of the 32nd meeting
of the
European Semester Group,
held at the Committee building in Brussels
on
24 September 2024



The European Semester Group (ESG) held its 32nd meeting at the Committee building in Brussels from
14:30 to 17:30 on Tuesday 24 September 2024. It was a hybrid meeting, with some members
connecting remotely via the Interactio videoconferencing system and others attending in person. The
meeting was chaired by the ESG president, Luca Jahier.

1.

Adoption of the draft agenda

The draft agenda was adopted.

2.

Approval of the minutes of the 31st European Semester Group meeting, held on 28 June 2024.
(EESC-2024-02989-00-00-PV-REF)

The minutes were approved.

3.

4.

Introduction by the president of the group, Mr Jahier.

Follow-up discussion after the annual ESG Conference, held on the morning of 24 September.

The president of the group, Mr Jahier, opened the floor to questions and comments. Mr Lobo Xavier,
Mr Jahier, Ms Calistru, Mr Doz Orrit, Mr Palmieri, Ms del Rio and Mr Lefévre took the floor:

o The existence of ESPON should be publicised, and we should profit from its work and its data,

which was public data. On the issue of housing, ESPON had made very interesting points that
supported the ideas that the ESG was championing, namely investment in cohesion policy and
in rural areas.

e Among the slides presented by ESPON, there had been one on annual per capita income which

had given the impression of two distinct Unions: the West and the East.

e ESPON had a tool for assessing the territorial impact of policy proposals. It remained to be

seen whether it could be used in the context of the European Semester, given the new approach
to territoriality.

e The impression was that the Commission was taking into account data from research centres but

was not reflecting that data in official documents. ESPON’s data was not included in the official
publications of the Commission.

e The group should ask the European Commission to provide a follow-up to the national

medium-term fiscal structural plans submitted and to the consultation process. Some
Member States had requested a postponement of the deadline, mentioning the need for
consultations with national parliaments and organised civil society. This consultation of
organised civil society was now part of the Semester.

o Regarding the consultation of organised civil society, certain measures could be taken, such as

binding measures. Although it was up to the Member States to decide who and how to consult
at national level, rules had to be laid down.

Presentation on the implementation of the reformed fiscal rules and submission of the first
medium-term fiscal structural plans (MTFSPs) by the Member States, by Gilles Mourre,
head of unit for ‘Fiscal Policy and Surveillance’ DG ECFIN, European Commission, and debate
with ESG members.
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Mr Mourre took the floor to brief the members on the implementation of the new fiscal rules and the
submission of the first MTFSPs by Member States:

The key principles of the revision of the EU’s economic governance framework were: (1) a
medium-term approach, bringing together national fiscal policy, investments and reforms in
a single national medium-term fiscal structural plan; (2) gradual and credible debt reduction
to be achieved through prudent fiscal policies and to be underpinned by growth, as well as by
enhancing investment and reforms; (3) more national ownership and differentiation within a
common EU framework; and (4) differentiation has a counterpart which is enforcement. The
new system aimed to simplify the fiscal rules and to some extent, the monitoring of the trajectory
established in the plans.

The Member States were required to submit their MTFSP, comprising three blocks: (1) a fiscal
block; (2) a set of reforms and investments underpinning an extension of the adjustment
period from four to seven years; and (3) identified reforms and investments as part of the
European Semester.

We were in a phase whereby the Commission was providing guidance to the Member States,
which were currently preparing their MTFSPs. They had received guidance on: (1) information
requirements for the plan and for the annual progress report; (2) technical guidance on reforms
and investments; and (3) reference trajectories and technical information on demand, i.e.
assumptions from the debt sustainability analysis (DSA). This was a technical discussion that
had started on 20 June with the Member States. It was not a negotiation. It aimed to ensure that
their plans complied with the requirements of the new legislation.

The official deadline for submitting the plans was 20 September. However, later submission
was allowed; 15 October would be acceptable, and additional delays would have to be
examined on a case-by-case basis. The Commission would publish the Autumn Package by the
end of November. This would contain the Commission’s assessment of the plans to be submitted
to the Council for endorsement. It would also contain the assessment of the draft budgetary plan
(DBP) for 2025 and the EDP corrective path for those Member States for which an EDP had
been opened during the summer. Failure to submit the plan in the autumn would mean that the
Commission would propose recommendations to correct the deficit solely on the basis of the
four-year reference trajectory, which could lead to a severe adjustment. Upon submission
of its plan, a Member State could request a new corrective path. This was an incentive for
Member States to submit a plan. The net expenditure plan was not a forecast or a multi-annual
budget. It was a maximum budgetary constraint for the Member States. The Council would
endorse the recommendations, setting the net expenditure path and establishing the reforms and
investments underpinning the extension of the plan (to seven years).

Mr Jahier opened the floor for debate. The members Mr Jahier, Ms Calistru, Ms VVorbach and Mr
Palmieri took the floor and raised the following points/questions:

Two countries had met the deadline of 20 September for submitting their plan, while others had
requested an extension. Could you tell us exactly what the situation is?

Following the elections, the newly elected government should be able to review and send out a
new plan in line with its own electoral programme. For example, in Romania, elections would
be held on 1 December and a hew government would be appointed at the beginning of January
2025. Could you explain what will happen to the commitments made by the previous
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government? Will the new government have to submit a new plan and, consequently, consult
organised civil society?

Why aren't the plans transparent? Why aren't they already accessible to the public? These plans
were for the economic, social and environmental policies of the Member States for the coming
years. It was therefore crucial for them to be transparent and public.

There were some doubts about the simplicity of this reform, starting from the assessment of the
sustainability, i.e. some criticism about the assumptions underlying the DSA. As regards
transparency, on 21 June, the Commission had presented the reference trajectories to the
Member States. Are these trajectories solely for the governments? European citizens did not
understand these procedures. Finally, with regard to the delay in submitting the plans, how can
we promote the involvement of social partners and civil society if time is so short?

The Commission would complete its assessment of the plans in November so that the ECOFIN
Council could approve them in December and January. This process, the annual budget 2025
and the final decision of the ECOFIN Council: are they disconnected?

Will you be able to provide us, by the end of October, with some details on Member States who
have consulted the social partners and civil society organisations for the plans? We know that
for this first round of implementation, there is no mandatory consultation, but are they expected
to report to the Commission on this aspect?

Mr Mourre answered as follows:

Only Denmark and Malta had submitted their plans by 20 September. However, two thirds
of the Member States would be ready by 15 October. The extension granted to the Member
States aimed to align the submission of the plan with the submission of the draft budgetary plan.
These were essentially Member States that were in the middle of the electoral calendar, such as
Latvia and Austria, and some governments that had yet to discuss the budget with their national
parliaments, such as France and Belgium. He hoped that they would submit their plan at least
by the end of October.

The case of Romania was specific because of the opening of the EDP in April 2020. It was
therefore a question of assessing the effective corrective action. This could be revised on the
basis of the new plan. However, in the absence of the latter, we would have to assess the
correction path on the basis of the information available to us. There was the possibility of
revision of the Commission’s assessment once the plan had been submitted. For those Member
States whose plans would not be ready for the Autumn package, the Commission will proceed
on the basis of the four-year reference trajectories.

Regarding the transparency of the plans, when Member States officially submitted their plan,
they also submitted the technical trajectory, published by the Commission, as an annex. The
Commission wanted to make the technical trajectories publicly accessible, but the Member
States had not accepted that as they considered this rather to be an input into the process. They
also preferred to avoid any national political discussion of the Commission’s reference
trajectory.

Concerning the timetable, we would assess the compliance of the DBP with the MTFSP and
at the same time the plan itself. If the plan was not compliant, the DBP would be assessed on
the basis of the reference trajectory. We expected the Member States to have consulted
organised civil society by the time they submitted their plan, by 15 October. We would ask
them questions about these consultations. In addition, they had to report on these
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consultations. This information would therefore be accessible to the public. Our objective was
to make it politically visible.

About the DSA, this was a common methodology approved by the Member States. For the first
plan, we would take as reference the DSA as published in the Debt Sustainability Monitor
(DSM) 2023, The DSA cannot address all aspects; it was not a forecast, but a projection based
on common assumptions to ensure equal treatment.

Presentation on the required combination of economic policies to counter the risk that new fiscal
rules exacerbated social inequalities and made public finances unsustainable, while also
generating adequate resources to implement the green transition and reduce technological
backwardness, by Marco Buti, Tommaso Padoa-Schioppa Chair in European Economic and
Monetary Integration, European University Institute (EUI).

Mr Buti took the floor and started the presentation:

We could use three indicators to assess the European growth model: (1) An assessment of
macroeconomic unsustainability — we have a model which is not sustainable in the medium
term, and we have an excessive dependence on external demand, due to a persistent current
account surplus of 2% of GDP; (2) a drift away from the technological frontier — the EU is
in a strong position in only two out of ten leading technologies for the future (clean tech and
raw material); (3) a stagnant demography.

What we should not do is deny the climate emergency, settle for rear-guard mercantilism, give
in to demographic autarchy, destroy the single market through loose State aid rules, try to imitate
the US model, and keep outsourcing our defence and security.

Mr Draghi's report has three objectives that are linked by the following policies: (1)
sustainable growth and the geopolitical role of the EU are connected by the capital markets
union and common EU assets; (2) the geopolitical role and the technological catch-up are
connected by the single market and EU regulation; (3) sustainable growth and technological
catch-up are connected by European public goods. At the centre, there is the new growth model
and competitiveness, conceived more holistically than external competitiveness.

How to deliver and finance these objectives? The issue of vertical coordination between the
EU and the national level was crucial. Separating what could be achieved at national and EU
level, there were four combinations: (1) the national-national level: the loosest form of
delivering on the EU priorities (related to the implementation of the Stability and Growth Path
(SGP)). The EU objective is achieved at the national level, both in terms of delivery and
financing, and then there is the coordination of national policies; (2) delivery at the EU level
and financing at the national level: technically called ‘externally-assigned revenue’, e.g.
public procurement (vaccines, ammunitions, etc.); (3) financing at the EU level and delivery
at national level, e.g. NextGen EU, RRF, etc.; (4) ‘genuine’ European public goods, which
are financed and delivered at EU level.

We should move towards a European budgetary system. The historical path of crisis
management in the EU was as follows: (1) the global financial crisis (2009 — 2013): we had
no central fiscal capacity but we had binding fiscal rules, so no economic equilibrium. We
entered in a tail spin of austerity and self-defeating discipline; (2) the aftermath of the
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sovereign debt crisis (2014-2019): we still had no central fiscal capacity, and the SGP was
implemented in a flexible and sometimes opportunistic manner, so no institutional equilibrium;
(3) the pandemic crisis (2019 — 2022): and the response provided with NextGenerationEU
(NGEU) and the activation of the general escape clause. We had a period with no fiscal
constraints and a central fiscal capacity in the form of the NGEU, but this combination had made
it possible to achieve political equilibrium; (4) the current geopolitical fragmentation, from
2023 onwards (war, energy crisis): vertical coordination is needed. We will have to implement
the new fiscal rules credibly, and we have a revamped budget and a central fiscal capacity.

Mr Jahier opened the floor for debate. The members Ms Vorbach, Mr Doz Orrit, Mr Palmieri, Mr
Salafranca Sanchez-Neyra and Mr Robyns took the floor and raised the following points/questions:

The statement about the current account surplus of 2% of GDP was confusing, because all of
the competitiveness debate was about enhancing the current account surplus.

In Mr Draghi’s report, a triple transition was necessary. However, the social dimension was not
adequately addressed, and competitiveness was being pursued to the detriment of social and
environmental causes.

The first reactions to Mr Draghi’s report had been negative from the key governments.
Regarding the main conclusions, which referred to way the deficit could be reduced or
eliminated through the use of common European debt, do you really think this could be applied?

How can the EU's economic governance framework be made consistent with Mr Draghi's
report?

Can the EU still be defined only as the consumers of a common market? We were no longer
the consumers of a market, we were a Union now; there was a big jump between this and
being EU citizens. When we look at the Draghi report, where are the values at the very heart
of the European project?

We need a central fiscal capacity, but in the light of the results of the recent elections and
subsequent political developments, there was a pessimistic feeling about the future of such
capacity.

Comparing the old rules with the new ones concerning the non-fulfilment of the objectives, and
moving from economic sanctions to a system of incentives, are there real incentives or are there
fewer sanctions?

You and Professor Messori and Mr Colaccia have written about the need to focus on European
public goods?. We should also consider full employment, education and training as European
public goods. Financing European public goods is a challenge, because we have a problem of
OWnN resources.

Belgium is one of the countries exposed to an EDP. Political life was difficult, especially in
countries such as Belgium with a federal structure, where regional authorities were in charge
for part of public expenditure. As part of the European Semester, there should be a dialogue,
not only with the civil society organisations and the social partners, but also with the federated
entities in these countries.

Mr Buti answered as follows:

In Mr Draghi’s report, competitiveness was seen in a much more holistic way than
competitiveness related to boosting exports and having a current account surplus. It was
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"European Public Goods", M. Buti, A. Colaccia, M. Messori — CEPR/9 June 2023
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essential to improve productivity rather than competitiveness. The economic growth model
based on external demand made us very vulnerable to geopolitical uncertainties. It was key to
create much more endogenous and indigenous domestic growth at the EU level.

e Concerning the triple transition, Mr Buti agreed that Mr Draghi did not mention it or the social
dimension in his report. If we compared Mr Draghi’s report to the report produced 30 years ago
by Jacques Delors — The White paper on Growth, Competitiveness, Employment®— one of the
pillars of Mr Delors’s report was the social model. It would be a mistake to ignore the social
transition.

e On central fiscal capacity, the initial reactions had been negative, especially from the frugal
countries. In terms of the unsustainability of the growth model, Germany was in a worse position
than the EU. The need for transition to a new growth model was much more compelling for
Germany than it was for the EU as a whole.

e It was unfortunate that all the attention has been caught by the figure of EUR 800 billion of
investments in Mr Draghi’s report. There was a lot of recomposition in this figure, with
investments shifting from the more traditional sectors to new sectors (digital, green), which
implied that EUR 800 billion was not a net increase in investment. The danger for the report
is the ‘menu a la carte’ approach, since there were so many proposals. The risk was to pick
what seemed politically and institutionally more viable. We should preserve the economic
viability of the model proposed.

e The current fiscal rules were even better than the previous ones, especially in terms of
incentives for implementation. We should exploit the full potential of the 4—7-year adjustment
period.

e Concerning global commons, we lived in an interconnected world (e.g. the climate crisis) and
there was a call for collective action. Education, as a public good, would also be very important
for the integration of new migrants. We could make a distinction between innovative
European public goods and solidarity public goods. To achieve an equilibrium, we needed
to have public goods on both sides.

e Concerning Belgium, the Commission’s guidelines published last June on the implementation
of the new fiscal rules called for dialogue and consultation with all intermediary bodies, whether
regional, institutional or social partners, on the new national fiscal structural plans. It was not
compulsory, as the Member States had their own institutional settings. Nevertheless,
consultation was indeed important because it was necessary to strive for collective ownership
of the new plans.

7. Presentation of work on the next ESG consultation in the Member States and of information
report ECO/651 on ‘the point of view of organised civil society in the EU Member States on
national reform and investment proposals and their implementation (2024-2025 European
Semester cycle)’, by Colombe Gregoire, from the ESG secretariat.

Ms Gregoire took the floor and presented the arrangements for the consultation:
e This year’s consultation would be different because we would produce an information report
and an own-initiative opinion. The reason for this was to better distinguish between the

Growth, competitiveness, employment — The challenges and ways forward into the 21st century: White paper, Publications Office,
1994
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recommendations put forward by organised civil society in the Member States consulted,
which would be reflected in the information report, and the EESC's recommendations, which
would be included in the own-initiative opinion. Both would be adopted as a package at the
EESC plenary of April 2025.

The consultation would start in mid-October. There were two ways of contributing to the
consultation: (1) the delegations could submit a joint response to the questionnaire — they
could reply themselves to the questions on the basis of their own knowledge about the position
of the stakeholders in their country, or they could decide to consult directly the stakeholders in
their country by disseminating the questionnaire in the country’s official language. If they
selected the second option, they would then summarise the responses and produce one single
joint response to be sent to the ESG secretariat. The second option was (2) organising a round
table in their country. For this, the national delegations could select the questions, which the
discussions during this meeting should focus on (one or two per subject). Usually, a round table
lasted half a day and gathered between 10 to 40 participants, representing the three groups. The
aim was to organise 8 round tables: 4 or 5 this year, from mid-October to mid-December and 3
or 4 between January and mid-February. The round tables were usually organised in the
premises of the national economic and social council, the Commission representation, or in the
delegation’s own organisation.

Mr Edelényi took the floor and made the following comments:

It was very important to explain the subjects of the consultation in the annex to the questionnaire.
It was essential to have access to the online version of the questionnaire (in addition to the Word
document) in all languages.

The president of the ESG Mr Jahier answered as follows:

We had improved the level of information provided to the stakeholders compared to a few
years ago. This year, the questions asked would be more complex, but the theme of the three
pillars would remain constant. There was an annex to the questionnaire explaining the topics in
detail.

There were two criteria for the selection of the countries: (1) the current and next countries
holding the presidency of the Council: Hungary, Poland and Denmark; (2) countries that had
never been consulted or had been consulted only once (Austria, Ireland, the Netherlands,
Sweden, Latvia, Estonia and Malta). For geographical balance, Italy should also be included.

ATTENDANCE LIST

List of members
Mr/Ms Present Present Absent | Apologies
in situ remotely received
ANDERSSON, Krister X
ANTONIOU, Michalis X
ATS, Kerli X
BOLLON, Pierre X
CABRA DE LUNA, Miguel Angel X
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CALISTRU, Elena-Alexandra

DANDEA, Petru Sorin

DEL RIO, Cinzia

DOZ ORRIT, Javier

EDELENYI, Andrés

GOBINS, Andris

IOANNIDIS, Athanasios

JAHIER, Luca

KINDBERG, Mette

KIUKAS, Vertti

LIBAERT, Thierry

XX |IX X X X [X X |X|X|X|X

LOBO XAVIER, Gongalo

MANOLOQV, Dimitar

MARTINOVIC DZAMONIJA, Dragica

MEYNENT, Denis

MORKIS, Gintaras

O’CONNOR, Jack

OCHEDZAN, Justyna Kalina

X X [ X | X | X | X

OSTROWSKI, Krzysztof

PALMIERI, Stefano

PLAT, Jacob X

POCIVAVSEK, Jakob Kristof X

REALE, Maurizio

ROBYNS DE SCHNEIDAUER, Wautier X

SALAFRANCA SANCHEZ-NEYRA, José Ignacio X

SCHLUTER, Bernd X

SCHMIDT, Peter X

SIPKO, Juraj

SVENTEK, David X

VARDAKASTANIS, loannis

VON BROCKDORFF, Philip

'VORBACH, Judith

X | X | X | X

WAGENER, Marco

ZARINA, Katrina

European Commission
Olivia GALGAU DG ECFIN

Marco BUTI European University Institute (EUI)

EESC Secretariat
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Colombe GREGOIRE ECO/ESG - Administrator

Anna PANTAZI ECO/ESG - Administrator
Maria D CARMONA ECO/ESG - Assistant
Omar BELLO ECO/ESG - Trainee

EESC-2024-03022-00-00-PV-REF (EN) 10/10



