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Council Recommendations 2011

Council Recommendations 2012
1. Strengthen the working methods of the Eurogroup to allow it to take responsibility
for the aggregate policy stance in the euro area, effectively responding to changes in the
economic environment, and to lead the coordination of economic policy in the context of
the strengthened surveillance framework which applies to the euro area Member States.
2. Intensify policy cooperation in the Eurogroup by sharing information and discussing
budgetary plans and the plans of major reforms with potential spillovers effects on the
euro area. Ensure that such reforms are undertaken that are necessary for a stable and
robust euro area, including the implementation of the recommendations which the
Council has addressed to individual euro area Member States and which, in addition to
addressing challenges at national level, have an impact on the euro area as a whole.

1. Strictly adhere to the budgetary targets set out in their 2011 Stability Programmes as
well as the Memoranda of Understanding in Member States receiving EU/IMF financial
assistance and, where applicable, reinforce consolidation efforts in line with the opinion
delivered by the Council. In particular, ensure adequate fiscal efforts with a view to
correcting excessive deficits and approaching medium-term budgetary objectives. Use
any fiscal windfalls to accelerate adjustment. This should also help to improve public
debt dynamics.

3. Strengthen fiscal discipline and fiscal institutions at both national and sub-national
levels to enhance market confidence in the medium and long-term sustainability of public
finances in the euro area. Following the agreement by the euro area Heads of State or
Government in July and October 2011 and on 2 March 2012, advance the transposition of
Directive 2011/85/EU to the end of 2012 and strengthen fiscal governance further, in
particular by introducing in the national legislation of all euro area Member States the
rules for balanced budget in structural terms and the automatic correction mechanisms.

2. Ensure fiscal discipline at both national and sub-national levels, notably by introducing
or reinforcing sufficiently strong and binding fiscal frameworks.

4. Based on the European Council Conclusions of 1-2 March 2012, ensure a coherent
aggregate fiscal stance in the euro area by pursuing fiscal consolidation as set out in
Council recommendations and decisions, in line with the rules of the Stability and
Growth Pact, which take into account the country-specific macro-financial situations.
Member States affected by significant and potentially rising risk premia should limit
deviations from the nominal balance targets even against worse-than-expected
macroeconomic conditions; other Member States should let the automatic stabilisers
play along the adjustment path assessed in structural terms and stand ready to review
the pace of consolidation should macroeconomic conditions deteriorate further.
Composition of government expenditure and revenues should reflect the growth impact
of spending items and revenue sources. In particular, all the available budgetary
margins should be used to foster public investment in the euro area, including by
taking into account cross-country differences in the cost of funding.

3. Continue to implement reforms to social security systems that ensure fiscal
sustainability with due regard to the adequacy of pensions and social benefits, notably by
aligning pension systems with the national demographic situation.

4. Improve the functioning and stability of the financial system, following up
immediately on the forthcoming EU-wide stress tests to ensure that the banking sector
continues to strengthen its resilience to possible further losses or funding constraints
and that non-viable financial institutions are able to restructure or exit the market
without creating undue tensions on financial markets.

5. Take action to improve the functioning and stability of the financial system in the euro
area. Accelerate the steps towards a more integrated financial architecture, comprising
banking supervision and cross-border crisis resolution.

5. Pursue further tax reforms which give priority to growth- friendly sources of taxation
while preserving overall tax revenues, in particular by lowering taxes on labour to make
work pay; when reducing public expenditure, protect growth-enhancing items such as
spending on research and development, education and energy efficiency; where necessary
adjust wage setting arrangements and indexation mechanisms, in consultation with
social partners and in accordance with national practices, so as to ensure that wages are
evolving in line with productivity, competitiveness and the employment situation.

6. Implement structural reforms, which also promote flexible wage adjustments, and
which — together with a differentiated fiscal stance — would promote an orderly
unwinding of intra-euro area macroeconomic imbalances and thus growth and jobs. This
would include action at national level which reflects the country-specific situation and
takes account of the Council recommendations to individual euro area Member States.

6. Introduce further reforms to enhance competition in service sectors, in particular
by removing unjustified restrictions on professional services, retailing and network
industries.
7. Fully implement the commitments made in the Euro Plus Pact so as to enhance
growth, competitiveness and employment within the area.

























