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The European Semester was introduced in 2010 as a mecha-
nism of economic and fiscal policy coordination, bringing
together reporting under the Europe 2020 Strategy with
reporting under the Stability and Growth Pact. It offers
anovel and potentially powerful tool through which to moni-
tor Member States’ progress on various issues, including envi-
ronmental issues, and recommends improvements to better
align national efforts with EU policy objectives.

Given the economic and financial context over the past three
years, ensuring a successful exit from the economic crisis has
been the dominant focus of the European Semester process
to date. Although some environmental issues are covered in
country-specific recommendations (CSRs), in particular envi-
ronmental tax reform, energy (and electricity) and transport
infrastructure, renewable energy and energy efficiency, bet-
ter energy market design, and progress towards GHG emis-
sion reduction targets; others such as biodiversity, recycling,
eco-innovation, air pollution, water management, and waste
are side-lined or entirely absent.

The narrow focus of the European Semester process to date is
perhaps not surprising given the overarching political priorities of
recent years. However, the European Semester is a tool to imple-
ment the Europe 2020 Strategy which includes climate change,
energy and resource efficiency related objectives. The focus of the
process to date has ignored these wider objectives which are also
firmly embedded in the EU environmental acquis. Thus, there is
scope for further‘greening’the European Semester process to bet-
ter support environmental objectives as set out below:

To date, the European Semester process has lacked compre-
hensive consideration of environmental measures whose
importance is recognised in the Europe 2020 Strategy,
including in the area of resource efficiency. There is there-
fore a need for a wider interpretation of the priority
areas set out in the Annual Growth Survey (AGS).
For example, the priority of ‘Growth and competitiveness
for today and tomorrow’ could start to focus more on
‘tomorrow” including actions need for the transition to
a low-carbon, resource efficient, circular economy. In addi-
tion, one could envisage environmental issues becoming
one of the priority areas explicitly covered in future AGSs.

The neglect of important wider environmental issues is
also apparent in the Country Specific Recommendations
(CSRs). CSRs should provide more comprehensive
coverage of environmental issues which support

the objectives of the Europe 2020 Strategy. These
include for example issues related to biodiversity and eco-
system services which have been entirely absent to date, as
well as wider coverage of resource efficiency related issues
including water and waste management which have made
brief appearances in some CSRs but with little substance or
detail. This can be done in the spirit of the process to date
and its focus on environmental-economic win-wins, draw-
ing on a wide range of available evidence. At the same time,
(SRs should be made more specific to provide stronger
and clearer guidance on environment-related recommen-
dations. A consistent follow-up process is also impor-
tant whereby progress on previous CSRs (or lack thereof) is
reflected in future CSRs. A detailed assessment of progress
in implementing CSRs by Member States is expected to be
presented alongside the 2014 package of CSRs and provides
an opportunity to follow-up on efforts made to date.

There is a need to increase ownership and engage-
ment of Member States in the process, in particular
of the CSRs. In this context, reqular exchanges between
Member States can be useful for discussion, exchanging
best practices and mutual learning, which can support
better implementation of environment-focused CSRs and
provides a forum for further integrating environmental
considerations in the European Semester.

The European Parliament can support the further greening
of the European Semester process by emphasising the need for
policy coherence between the European Semester and wider
EU strategic documents including the 7th Environment Action
Programme and the Resource Efficiency Roadmap. The Parlia-
ment can also play a more proactive role in the process, for
example drafting resolutions setting out the Parliament’s key
priorities for the coming year in advance of the annual presen-
tation by the Commission of the AGS; organising public hear-
ings on greening the European Semester; and raising these
issues during regular dialogues and exchanges of views with
relevant representatives of EU institutions.

Civil society and other stakeholders can also support
the further greening of the European Semester through
greaterengagementin the process, for example by actively
participating in the Commission’s ‘fact finding missions’
to Member States which take place in January-February
each year. These missions provide an opportunity to get
feedback from various stakeholders at the national level
on progress in the country and key challenges ahead and
in turn inform the development of CSRs and Commission
Staff Working Documents for the year ahead.



1/ INTRODUCTION

1.1 Background

Adopted in 2010, the Europe 2020 Strategy aims to turn the EU
into a smart (based on knowledge, research and innovation),
sustainable (promoting a resource efficient, greener and more
competitive), and inclusive (high employment, delivering eco-
nomic, social and territorial cohesion) economy (EC2010). These
priorities are linked to five headline targets to be reached by
2020 on employment, innovation, climate change and energy,
education, poverty and social inclusion (see Table 7). These tar-

Headline targets

Employment
- 75 per cent of 20-64 year olds to be employed

Innovation
- 3 per cent of the EU’s GDP (public and private combined)
to be invested in R&D/innovation

Climate change and energy

- Reduction in EU GHG emissions to at least 20 per cent below
1990 levels (reduction of 30 per cent if conditions are right)

- 20 per cent of EU energy consumption to come from renew-
able resources

- 20 per cent increase in energy efficiency

Education

- Reduce school dropout rates below 10 per cent

- At least 40 per cent of 30-34 year olds should complete
the third level of education

Poverty and social exclusion
- Reduce the number of people in or at risk of poverty and
social exclusion by at least 20 million

Source: EC2070

gets are to be achieved through a combination of European and
national action and have been translated by Member States
into corresponding national objectives and measures reflective
of their respective geographic, socio-economic and political
situation. ‘Flagship initiatives’ in seven areas in which EU and
national authorities should coordinate efforts are also identified
(see Table 7). These initiatives were presented by the Commis-
sion in 2010-2011 and have led to the adoption of a series of
subsequent strategies, roadmaps and measures.

Flagship initiatives
Digital Agenda for Europe
Innovation Union
Youth on the Move
Resource efficient Europe
An industrial policy for the globalisation era
An agenda for new skills and jobs

European platform against poverty



To keep track of progress under the Europe 2020 Strategy at EU
and Member State level, a new cycle of economic and fiscal policy
coordination (known as the ‘European Semester’) was introduced
in 2010. The cycle links reporting under the Europe 2020 Strat-
egy with reporting under the Stability and Growth Pact (which
aims to ensure financial discipline among Member States) and
is closely followed by EU leaders. This annual cycle includes the
preparation of an annual growth survey by the Commission, an
assessment of Member States’ stability and convergence reform
programmes and national reform programmes, and the adoption
of country-specific recommendations by the Council.

The European Semester offers a novel and potentially important
tool through which to monitor EU and Member States’ progress
in a number of areas including certain environmental issues. It
also offers the opportunity to develop targeted country-specific
recommendations on how efforts could be strengthened or
improved so as to better contribute to EU climate and environ-
ment policy objectives, linking these efforts with action to over-
come the economic and financial crisis. While the scope of the
European Semester process is somewhat limited to those envi-
ronmental issues which can contribute to the objectives of the
Europe 2020 Strategy, it is nonetheless a very useful governance
tool which is yet to be utilised to its full potential.

1.2 Introduction to the study

This short study has been carried out by the Institute for Euro-
pean Environmental Policy (IEEP) for the Greens/EFA Group in
the European Parliament. The study aims to assess the extent
to which environmental issues have been mainstreamed in the
European Semester process to date. In particular it examines
the extent to which issues which contribute to the objectives of
the Europe 2020 Strategy such as resource efficiency, recycling,
eco-innovation, renewable energy, energy efficiency, reduction
of fossil fuel subsidies, environmental tax reform etc. have been
taken up in the European Semester process since 2010. This
study is based on a desk-based review of relevant documen-
tation submitted and produced under the European Semester
process since its launch in 2010 to the end of 2013, supple-
mented with limited inputs by experts. This study was carried
out between November-December 2013.

This is the final report of the study and is structured as follows:
> Chapter 2 sets out a general overview of the European

Semester process, the timeline and key deliverables and the role
of the European Parliament in the process.

> Chapter 3 provides an analysis of the extent to which envi-
ronmental issues are reflected in key documentation under the
European Semester process, in particular the Annual Growth
Surveys produced by the European Commission and the coun-
try-specific recommendations approved by the Council. It also
provides a brief comparison of Member States’ progress in key
thematic areas and the state of play in implementing country-
specific recommendations as of November 2013.

> Based on this analysis, Chapter 4 draws some conclusions
on the extent to which environmental policies have been main-
streamed in the European Semester process and the main areas
of focus to date. It also sets out some recommendations on how
environmental policies can be better integrated in the European
Semester process in the future and identifies which policy areas
are likely to be of increasing relevance in the years ahead.

2 / THE EUROPEAN
SEMESTER PROCESS

2.1 Overview

The European Semester is an annual cycle of ex-ante economic
and fiscal policy coordination among the EU and its Member
States. Established in 2010 as part of a wider reform of EU
economic governance, the Semester brings together reporting
under the Europe 2020 Strategy (which aims to turn the EU into
a smart, sustainable and inclusive economy) with reporting
under the Stability and Growth Pact (which aims to ensure
financial discipline and the sustainability of public finances
among Member States). An assessment of macroeconomic
imbalances in Member States is carried out in parallel as an
early warning system to prevent unsustainable macroeconomic
developments (CEU, n.d.).

The European Semester aims to streamline the EU’s process of
economic and fiscal policy coordination, better align Member
States structural reform and budgetary policies, and avoid
excessive macroeconomic imbalances in countries. The first
cycle took place in 2011. At the time of writing, the fourth cycle
had been launched with the publication by the Commission of
the 2014 Annual Growth Survey on 13 November (EC 2013a).
The European Semester attracts significant political attention at
national and European level and is discussed by EU leaders on
areqular basis.



2.2 Timeline and key deliverables

A timeline of the European Semester process and key delivera-
bles produced are set out below' and summarised in Figure 1:

> November: The European Semester cycle begins with
the publication by the European Commission of its Annual
Growth Survey (AGS) and Alert Mechanism Report (AMR).
The AGS sets out EU policy priorities for the coming year. The
AMR provides an overview of macroeconomic developments
in individual EU Member States.

> January/February: Relevant Council configurations debate
the AGS, formulate orientations and adopt conclusions. The
European Parliament discusses the AGS and may publish an
own initiative report. It also issues an opinion on employ-
ment guidelines.

> March: At the Spring European Council, EU Heads of State
and Government take stock of progress under the Europe
2020 Strategy and issue guidance for national policies on the
basis of the AGS and the conclusions of the relevant Council
discussions. The guidelines cover issues of fiscal, macroeco-
nomic structural reform and growth enhancing areas. The
Commission also publishes in-depth reviews of macroeco-
nomic imbalances in those Member States where the risk of
such imbalances is perceived to be high.

> April: Member States submit their Stability or Convergence
Programmes and National Reform Programmes (NRPs) which
outline their medium-term budgetary policies and structural
reform plans in line with the Europe 2020 Strategy respectively.

> May: The Commission assesses the Member State policy
programmes and drafts country-specific recommendations
(CSRs) for their national budgetary and reform policies.

> June/July: The Council discusses and agrees final CSRs which
are adopted following endorsement by the European Council.
Member States are invited to take into account these recom-
mendations when drafting their budget and programmes for
the following year.

The Secretary General, DG ECFIN, DG EMPL and DG TAXUD are the
core Commission services that prepare the European Semester.
Other DGs provide input to the process. The system is supported
by regular dialogue between the Commission and the Member
States. The Commission holds bilateral meetings with Member
States twice a year which provide a forum to discuss progress
under the Semester. Commission staff also engage in‘fact finding
missions’to Member States in January-February each year which
provide an opportunity to get feedback from various stakehold-
ers at the national level on progress and challenges ahead.

In terms of how CSRs are followed-up, in theory ‘warnings’ could
be issued to Member States that fail to respond to EU policy
recommendations, as provided for under Article 121(4) of the
Treaty of the EU. However it remains to be seen whether such
warnings will be given and how effective they will be as they
require the approval of the Council before they can be issued
to the Member State concerned. In this context, the Council
should act without taking into account the vote of the Member
State concerned (0JEU 2012). The CSRs are also linked to fund-
ing under the European Structural and Investment (ESI) Funds.
In preparing their Partnership Agreements, Member States are
required to take into account the National Reform Programmes
where appropriate, country-specific recommendations and
relevant Council recommendations. CSRs are also expected to
inform the Commission’s assessment of Member State pro-
grammes under the ESI Funds.?

2.3 Role of the European Parliament

The European Parliament has an advisory role in the European
Semester process — see Figure 2. In February of each year the
European Parliament discusses the Commission’s AGS and pub-
lishes an own initiative report expressing its opinion on the AGS.
This report takes into account contributions gathered at a meet-
ing on the European Semester with national parliaments held at
the beginning of the year (EP 2013). Also in January/February,
the Parliament adopts a resolution on social and employment
aspects of the AGS. In late autumn, the Parliament adopts its
opinion on the on-going European Semester cycle, including the
(SRs adopted by the Council, taking into account the outcomes
of a joint meeting with the Chairs of competent committees
of National Parliaments (EP 2013).

1 This overview draws on information provided on the webpages of the European Commission (http://ec.europa.eu/europe2020/making-it-happen/index_en.htm) and the
Coundil (http://www.consilium.europa.eu/special-reports/european-semester/how-does-the-european-semester-work) accessed on 21/11/2013.

2 Draft European Parliament Legislative Resolution on the amended proposal for a requlation of the Furopean Parliament and of the Council laying down common provisions on
the European Regional Development Fund, the European Social Fund, the Cohesion Fund, the European Agricultural Fund for Rural Development and the European Maritime and
Fisheries Fund covered by the Common Strategic Framework and laying down general provisions on the Furopean Regional Development Fund, the European Social Fund and

the Cohesion Fund and repealing Council Regulation (EC) No 1083/2006.
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The Parliament is also involved in the European Semester proc-
ess through the so-called ‘Economic Dialogue’ process and
exchanges of views with representatives of relevant EU institu-
tions including the Council, the Commission and the Euro Group.
Individual Member States affected by a particular decision or
recommendation under discussion may also be invited to such

Who does what in the European Semester ?

European Commission =
does the analysis

Nov

Preparatory phase
ANALYSIS OF THE SITUATION
and follow-up to the previous year

Budgetary and
structural policies

Dec

lall

Annual Growth

Survey (AGS)
Jan
Phase 01 ‘Hj?j
POLICY GUIDANCE _ ./: il ;\. .

he EU level

wetlent Lhd Ui =
Feb | S

European Parliament
provides opinion on

Council of the EU employment guidelines

studies the AGS and
adopt conclusions

European Council
(heads of state of
government) provides
policy orientations

§
|

A Y

Macroeconomic
imbalances

Alert Mechanism
Report

1
1
1
1
]
1
1
1
4
In-depth reviews of

countries with potential
macroeconomic imbalances

Apr 1
F ]
Phase 02 I Il 1
COUNTRY-SPECIFIC 1
objectives, policies and plans Member States 1
outline their specific objectives, 1
priorities and plans 1

May '

[=)[=)[=)[=)[=][5] European Commission

drafts country-specific
| EEE]EEB recommendations
Council of the EU
agrees on final —
country-specific
recommendations

Member States

take into account the
recommendations in the process
of national decision-making on
the next year's national budget

Council of the EU
adopts them

Phase 03
IMPLEMENTATION

Source: CEU (n.d.) Webpages on the European Semester — What is the European Semester?

hitp://www.consilium.europa.eu/special-reports/european-semester

3 See webpages of the European Parliament Economic and Monetary Affairs Committee:

dialogues (EP 2013). As set out in Figure 1, these economic
dialogues can take place throughout the European Semester
process. Several exchanges have taken place to date including
with relevant Commissioners, Council Presidencies, and Mem-
ber States.?

Given the importance and the potential impact of the Euro-
pean Semester on Member State economic policies, MEPs have
been calling for more democratic scrutiny and greater
involvement by parliaments and civil society in the
process particularly in developing, discussing, moni-
toring and evaluating NRPs. In January 2013, the Euro-
pean Parliamentary Week on the European Semester
which brought together MEPs and 100 national par-
liamentarians concluded that parliaments should
have a greater say over EU recommendations to Mem-
ber States to improve the democratic legitimacy of
the process and increase citizens’ trust in the process
(EP 2013a). The extent to which these calls will be
taken up in future European Semester processes
remains to be seen.

European Council
endorses them

http://www.europarl.europa.eu/committees/en/econ/publications.html2id=ECON00009#menuzone



3 / ENVIRONMENT IN THE
EUROPEAN SEMESTER

3.1 Environmental issues in

Annual Growth Surveys

The Annual Growth Survey (AGS) published by the Commission
in the autumn of every year are the starting point of the Euro-
pean Semester process. They set out the EU’s broad economic
priorities for the year ahead and are therefore an important
signpost for both the formulation and evaluation of national
policies. Concurrent with its title, the focus of the AGS is on
growth-enhancing measures along with fiscal consolidation in
times of economic and sovereign debt crises. Nevertheless, cov-
erage of environmental issues can be expected given the over-
arching purpose of the Europe 2020 Strategy as set out in earlier
sections of this report. Furthermore, a range of environmental
policy measures, for example in the areas of resource efficiency,
waste and water management, and eco-innovation have the
potential to stimulate growth and employment, thus contribut-
ing to the objectives of the Europe 2020 Strategy..

The first survey, AGS 2011, focused on three main areas (EC
2011¢, p4) under which ten priority actions were drawn up:

> the need for rigorous fiscal consolidation for enhancing mac-
roeconomic stability;

> labour market reforms for higher employment; and

> growth enhancing measures.

Environmental issue addressed

The following three AGSs, AGS 2012, AGS 2013 and AGS 2014,
set out the following five priority areas under which relevant
actions are summarised (taken from EC 2011, p3):

> 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.

Tables setting out the environmental issues addressed in the
four AGSs that have been published to date are provided below.
The tables also link these issues to the economic policy context
they are embedded within in the respective AGSs.

Table 2 provides an overview of the environmental issues
covered in the first AGS presented by the Commission which
set out priorities for the year 2011 (EC 2011¢). AGS 2011 was
accompanied by a progress report on the Europe 2020 Strategy
(EC 2011d) which reiterated some of the environmental issues
mentioned in Table 2 such as: the need to ensure cost-effective
access to energy; announcing that the Commission will propose
measures in the field of energy taxation; the growth and job
creating potential of improving energy and transport infrastruc-
ture; and the need to ensure a well-functioning single market
for environmental goods and services. A separate chapter of
the progress report dealt with progress in the fields of climate
action and energy policy.

Call for the elimination of environmentally harmful
subsidies (EHS)

Increase resource efficiency to generate new economic
opportunities

Exploit Europe’s competitive position on environmental
goods and services

Adapt energy taxation in line with EU climate and

energy objectives

Announcing proposals by the Commission on project bonds
enabling priority investments in inter alia energy and transport

Priority action 10 ‘Creating cost-effective access to energy'.
Warning that not meeting the 20 per cent energy efficiency

Link to economic policy context

Priority action 1‘lmplementing a rigorous fiscal consolidation’
mentioned as an example for ‘unjustified subsidies’

Priority area ‘Growth enhancing measures’

Priority area ‘Growth enhancing measures’

Priority action 8 ‘Tapping the potential of the Single Market’

Priority action 9 ‘Attracting private capital to finance growth’

This priority action emphasised the economic benefits
associated with completion of the internal market for energy

target would risk lost opportunities for growth and job creation | and energy efficiency improvements

Source: Own compilation based on EC 2011¢



Table 3 provides an overview of the environmental issues
addressed in the AGS for 2012 (EC 2011). AGS 2012 included an
annex on ‘EU-level specific proposals with substantial growth
potential and indicative timeline’ (EC 2011a) that stressed
the need to complete the EU internal market for energy and
advocated for the (at the time) proposed energy savings
directive as an important step to enhance energy efficiency.
A self-standing annex on growth-friendly tax policies in
Member States and better tax coordination in the EU further
elaborates on ‘environmentally friendly taxation’ (EC 2011b).
This annex set out guidelines on the design of environmental
taxes, where special attention should be paid to determining
their socially optimal level, keeping in mind that their main
purpose is to correct environmental distortion rather than raise
revenues; phasing out EHS (e.q. for energy consumption and
company cars); and ensuring consistent 0, prices. The impor-
tance of adopting the Energy Taxation Directive is highlighted as
a step towards a consistent fiscal framework in the area.

Environmental issue addressed

Table 4 provides an overview of the environmental issues cov-
ered in the AGS for 2013 (EC 2012). AGS 2013 covers similar
issues to those addressed in previous AGSs, including ETR and
EHS, picking up on the theme of resource efficiency which was
also mentioned in AGS 2012, as well as noting the need to pro-
mote the green economy.

The latest AGS was published by the Commission on 13 Novem-
ber 2013 and sets out priorities for 2014. AGS 2014 recognises
that ‘recovery in Europe does not mean getting back to “busi-
ness-as-usual™ noting that ‘increasing resource efficiency and
reducing the EU’s dependence on external energy sources must
be part of the EU’s growth strategy’ (EC 2013a). AGS 2014 sets
out a number of environment related priorities as summarised
in Table 5. More generally, AGS 2014 also notes a number of
areas where further improvements are needed if the European
Semester process is to deliver its full potential such as increasing
national ownership of the process and ensuring better imple-
mentation of the CSRs (EC 2013a).

Link to economic policy context

Prioritise growth-friendly expenditures that will facilitate
future growth, inter alia in energy

Eliminate EHS

Make taxation less detrimental to growth by shifting from
labour towards e.g. environmental taxation

Use new sources of revenues, such as from auctions of (0
emission allowances to invest in green growth and help
combat climate change

2

Better coordination of Member States efforts, inter alia in
the field of energy taxation

Resource efficiency, in particular energy efficiency and waste
reduction, highlighted for its potential triple win of increasing
competitiveness, creating jobs and helping the environment

Stressing the role of a EU digital single market for ICTs that
will facilitate the roll out of smart grids, energy efficiency and
renewable energy technologies

Re-programme structural funds to enhance growth stimuli
e.g. through energy efficiency investment programmes on
household and firm level

Project bonds to facilitate infrastructure investment inter alia
in energy and transport

Mention new Regulation on Guidelines for Trans-European
Energy Infrastructure to reduce barriers etc.

Source: Own compilation based on EC 2011

Priority area 1°Pursuing differentiated growth-friendly
fiscal consolidation’

As above

As above. Alluding to environmental tax reform without
using this explicit term

As above

As above

Priority area 3 ‘Promoting growth and competitiveness
for today and tomorrow’

As above

As above

As above

Priority area 5 ‘Modernising public administration’



Environmental issue addressed

Mentions a ‘sustainable development path"and
‘sustainable recovery’

Prioritise investment in sectors with growth potential,
inter alia energy

Need to reduce labour taxes with a potential shift towards
other, including environmental taxes

Phase out EHS

Need for a predictable regulatory framework to promote the
green economy and create new jobs; of particular relevance
are energy efficiency renovation programmes and improved
waste management

Fully transpose the third energy package to complete the EU’s
internal market for energy

Realise job creation potential in expanding sectors,
e.g. the green economy

Call for a move towards a ‘resource efficient future’

Source: Own compilation based on EC 2012

Environmental issue addressed

Member States should ensure longer-term investment
inter alia in energy and climate action

Shift tax burden from labour taxes to inter alia taxes on
pollution and reduce EHS

Full implementation of the third energy package by 2014,
complete the internal energy market, inter alia to contribute to
the cost effectiveness of renewable energy support schemes

Promote resource efficiency by improving waste and water
management, recycling and energy efficiency

Improve waste and water management to exploit full growth
potential of the green economy

Job opportunities through greening the economy

Source: Own compilation based on EC 2013a

Link to economic policy context

Part of the high-level remarks in the introduction

Priority area 1'Pursuing differentiated growth-friendly
fiscal consolidation’

As above. Alluding to environmental tax reform without
using this explicit term

As above

Priority area 3 ‘Promoting growth and competitiveness
for today and tomorrow’

As above

Priority area 4 ‘Tackling unemployment and the social
consequences of the crisis’

Conclusions of the AGS calling for a different quality of growth’

| Link to economic policy context

Priority area 1'Pursuing differentiated growth-friendly
fiscal consolidation’
As above

Priority area 3 ‘Promoting growth and competitiveness
for today and tomorrow’

As above
As above

Priority area 4 ‘Tackling unemployment and the social
consequences of the crisis’



Having screened the AGSs published by the Commission since
2011 for their coverage of environmental issues, it is appa-
rent that the clear focus is on economics and more precisely
on consolidating budgets and creating growth and jobs. This
focus is clearly evidenced by the priority areas that the four
AGS published so far set out, as summarised at the beginning
of this section. In this respect, things have not fundamentally
changed since Derruine and Tiedemann’s analysis of AGS 2011
which pointed out that ‘the priorities in the Annual Growth
Survey ... do not cover the complete set of EU2020 headline
targets’ (2011, p6), with energy and climate action not being
well considered. Instead, the authors found an ‘ideological bias
towards fiscal consolidation as top priority’ (p7).

Despite this bias, some environmental issues are mentioned in
the AGS, in most cases as facilitators of growth, economic and
labour market recovery. Some of the recurring environment
related themes in the four AGS include:

> The completion of the internal energy market and the
economic benefits associated with it (e.g. enhanced security
of supply, lower energy prices etc.) as well as improving
energy efficiency with potential employment and compe-
titiveness effects;

> Developing infrastructure in the energy and transport
sectors as growth-inducing investment, stimulating jobs in
the short term and in the long term by laying the foundation
for future growth;

> Reforming taxation by phasing out environmentally
harmful subsidies and stimulating job markets by shifting
taxes away from lower and towards less distorting taxes,
among those environmental taxes (which would constitute
environmental tax reform although this term is not expli-
citly mentioned in the AGSs presented to date); and

> Resource efficiency as well as the need to improve waste and
water management; and

> The growth and job potential associated with the green eco-
nomy.

Apart from these recurring points, it is difficult to draw any
conclusions on how the coverage of environmental issues has
evolved in AGSs from 2011 to 2014. While mentioning a number
of pertinent environmental issues and linking these to the wider
economic context; the level of detail in which identified environ-
mental issues are discussed in the AGSs remains rather general.

3.2 Overview of country-specific
recommendations

As set out in section 2, following an assessment of Member
States’ Stability or Convergence Programmes and National
Reform Programmes (NRPs), country-specific recommenda-
tions (CSRs) are drafted by the Commission and subsequently
discussed and adopted by the Council. These recommendations
are endorsed by the European Council and are expected to be
taken into account by Member States when drafting their natio-
nal budgetary and reform policies for the coming year.

Annex 1 presents an overview of the extent to which CSRs
adopted to date reflect environmental issues. This is based on
an assessment of the CSRs adopted by the Council for each EU
Member State in 2011, 2012 and 2013. Comparing CSRs over
time shows that these remain fairly consistent across the years
in most cases, i.e. recommendations tend to be re-iterated
in following years, though not in all cases (see for example
Austria and Slovenia). In some cases recommendations have
become more specific over the years, for example recommen-
dations relating to ETR in Belgium have become more focused
with suggestions on specific areas environmental taxes can be
introduced in the 2013 CSRs (see Annex 7). Where recommen-
dations are not repeated in following years, it remains unclear
whether this implies that the Commission sees sufficient policy
progress in the particular field. As discussed in section 3.4, the
Commission has undertaken a preliminary overview of progress
inimplementing CSRs which illustrates reforms in each Member
State that have been undertaken since the launch of the European
Semester process and highlights implementation gaps in light
of the 2013 CSRs. This analysis is preliminary and the Commis-
sion is expected to present a more detailed assessment of pro-
gress in the 2014 package of CSRs.

Overarching Commission Communications are published along-
side the CSRs. These Communications provide a broad summary
of the Commission’s country by country analysis. Unsurprisingly,
the CSRs adopted to date largely mirror the AGSs and their focus
on fiscal consolidation and measures to stimulate economic
growth, without taking full account of the growth stimulating
potential of environmental policy measures including in the
field of improved resource efficiency. Broad reference to some
environmental areas is made. The 2012 and 2013 Communica-
tions include annexes which provide an overview of the speci-
fic areas covered by the CSRs including in the area of resource
efficiency* for:

4 Resource efficiency is interpreted to cover issues set out in the Resource Efficiency Roadmap.



> Belgium, Bulgaria, Czech Republic, Estonia, Finland, Lithuania,
Latvia, Luxembourg, Malta, Poland and Slovakia in the 2013-
2014 CSRs (EC 20130).

> Belgium, Bulgaria, Estonia, Lithuania, Latvia, Luxembourg,
Malta and Poland in the 2012-2013 CSRs (EC 2012a).

An analysis of the adopted CSRs indicates that some environ-
mental issues have been covered to varying degrees. The envi-
ronmental issues addressed in the CSRs focus primarily on the
following areas:

> environmental tax reform;

> energy (and electricity) infrastructure;

> transport infrastructure;

> renewable energy and energy efficiency;

> better energy market design (completion of the
internal market, implementation of the Third Package);

> progress towards greenhouse gas (GHG) emission
reduction targets; and

> alimited number of recommendations on water and
waste management.

The majority of environmental issues covered in the CSRs relate
to climate change and enerqgy. The issue of resource efficiency
per se does not receive explicit attention in the CSRs beyond the
coverage of environmental tax reform and some limited refe-
rences to water and waste management.

More specifically, a number of CSRs relating to environmen-
tal tax reform (ETR) are rather general, often referring to the
need to shift the tax burden away from capital and labour to less
growth distorting taxes which include environment taxes among
others such as property and consumption taxes. In some cases
however, more specific examples of where such environmental
taxes can be applied are noted. For example in relation to car
taxation in Lithuania and Estonia; diesel, heating fuels and the
taxation of company cars in Belgium; energy products for trans-
portinLuxembourg; and incentives forreducing energy costsand
shifting consumption to energy-efficient products, including
vehicles, buildings and heating systems in Latvia. Some (SRs
focus on processes to support ETR, for example recommending
areview of the scope of VAT exemptions and reduced rates in Italy
and conducting a systematic review of the tax system in Spain to
explore the scope to inter alia take additional steps in environ-
mental taxation, notably as regards excise duties and fuel taxes.

A number of CSRs discuss the need for countries to step up efforts
in order to meet GHG emission reduction targets. These tend
to be rather general, for example calling for further efforts in cer-

tain areas such as transport and buildings. Some more specific
recommendations have also been made. For example for Belgium
(SRs call for a clearer assignment of responsibilities between
federal and regional level and for further measures to progress
towards GHG emission targets in non-ETS sectors, in particular in
the transport sector, while the CSR for Luxembourg recommends
increased taxation on energy products to ensure that targets for
reducing GHG emissions from non-ETS activities are met.

(SRs related to renewable energy in most cases reiterate
Member State targets under EU legislation, recommending
cost-effective support (e.g. Germany) in the case of renewable
energy and further investments in renewable energies (e.g.
Malta). In the area of energy efficiency, (SRs focus on impro-
vements needed in the buildings and transport sector (e.g.
Bulgaria, Estonia, Latvia, Poland), district heating networks
(e.g. Latvia), and the industry sector (e.g. Czech Republic,
Romania). More specific energy efficiency related CSRs have also
been adopted for example the 2012 and 2013 CSRs for Lithuania
recommend the removal of disincentives (such as counteracting
subsidies in other policy areas that reduce incentives for inha-
bitants of residential buildings to improve energy efficiency);
while the 2012 and 2013 CSRs for Poland recommend stepping
up efforts to improve incentives for investment in energy gene-
ration capacity and energy efficiency in the whole energy chain.
Some CSRs also recommend further use of EU funds, in parti-
cular the Structural Funds, to promote energy efficiency (e.g.
Bulgaria, Malta, and Lithuania).

(SRs to improve infrastructure in energy markets (mostly
electricity and natural gas) are justified on the grounds of
improving competition in energy markets, improving energy
security (e.q. through enhanced cross-border connections in the
case of Estonia) and integrating greater amounts of renewable
energy (e.g. Germany, Estonia).

A number of CSRs have been adopted recommending upgrades to
transport infrastructure (e.g. Italy); reforms to public transport
systems (e.g. Hungary); implementation of projects which favour
use of public transport including the introduction of congestion
charging on roads and better public transport connections with
neighbouring regions (e.g. Luxembourg); timely implementation
of rail projects (e.g. Poland) and the adoption of long-term strate-
giesin this area (e.g. Romania). Interestingly the 2011 CSR for the
Netherlands notes the negative impacts of inefficient transport
infrastructure (in terms of congestion) and that improvements in
the efficient use of infrastructure (e.g. through road pricing mea-
sures) would help increase labour mobility and productivity and
thus potential growth, however this does not appear as a specific
recommendation for action.



Several (SRs refer to delays inimplementing the Third Package
for electricity and gas markets, which lays the basis for the
internal energy market (e.qg. Belgium, Bulgaria, Cyprus, Hungary,
Latvia, and Lithuania). Recommendations in this regard are
sometimes quite vague simply calling for increased competition
(e.g. Lithuania); while in other instances point out the need to
strengthen independence of national regulatory authorities in
the energy sector (e.g. Bulgaria, Hungary), upgrade infrastruc-
ture and develop cross-border energy connections (e.g. Estonia,
Poland, Spain), liberalise the electricity wholesale market and
develop energy interconnection capacity (e.g. France), increase
transparency of tariff-setting mechanism (e.q. Slovakia) and
develop a long-term strategy for improving electricity genera-
tion capacity and the quality of network infrastructure (e.g. UK).

A limited number of recommendations have been adopted that
relate to water management. For example the 2011 (SR for
Cyprus notes that energy and resource constraints could become
bottlenecks for growth related inter alia to long droughts due to cli-
mate change and recommends the establishment of a water mana-
gement plan and a price-setting scheme reflecting cost efficiency
and equity concerns by 2012. A limited number of recommenda-
tions have also been adopted that relate to waste management.
These include recommendations for environmental incentives
concerning waste in Estonia. The 2013 (SR for Poland also recom-
mends improving waste and water management although no
details are provided on what should be improved besides noting
that investment in water networks has been insufficient.

Those Member States with limited or no recommendations in
the area of environmental policy include Member States that
are commonly regarded as being relatively progressive on envi-
ronmental policy matters (e.g. Austria, Denmark, Finland, and
Sweden). They also include Member States such as Ireland,
Portugal that are currently facing fiscal and budgetary constraints
that appear to be prioritised over environmental concerns.

3.3 Comparison of Member State
performances in key thematic areas

Commission Staff Working Documents which assess national
reform programmes and stability or convergence programmes
are issued alongside (SRs and set out inter alia progress on
a number of green growth related indicators including macroe-
conomic indicators (e.g. carbon intensity, water intensity,
resource intensity, environmental taxes as a share of total taxes
etc.) and sectoral indicators (e.g. industry energy intensity, share
of energy-intensive industry in the economy, public R&D for
environment, recycling rate of municipal waste etc.) as well as

5 http://ec.europa.eu/energy/renewables/reports/reports_en.htm

security of energy supply related indicators (e.g. energy import
dependency, share of renewable energy in energy mix etc.).

The Staff Working Documents provide an overview of progress
towards indicators of relevance to the Europe 2020 Strategy
including setting out messages on fiscal policy and taxation
(including references to EHS), as well as on waste management,
water pricing and infrastructure, eco-innovation, energy effi-
ciency and air quality (DG Environment 2013). Given the scope
of this study, a detailed assessment of individual Commission
Staff Working Documents was not possible. However, an over-
view of trends in key areas is set out in thematic documents
published by the Commission which analyse Member State pro-
gress in 34 thematic areas of relevance under the Europe 2020
Strategy. These documents enable a comparison of progress
towards economic policy goals across Member States. The 34
thematic documents are grouped under five headings:

> fiscal policy, long-term sustainability and taxation;
> financial sector;

> promoting growth and competitiveness;

> labour market, education and social policies; and
> modernising public administration.

Out of the 34 documents, only three are dedicated to environ-
mental topics (energy and GHG targets, resource efficiency and
green jobs) and are considered in more detail below. In addition
the document on taxation is analysed with respect to environ-
mental taxation. The tone of the thematic documents is also
similar to that in the AGS as they stress progress on environmen-
tal policies as a facilitator to economic recovery and employment
growth.

Moreover, it remains somewhat unclear what the added value of
the thematic documents is as they relate to policy fields where
progress is tracked elsewhere in more detail (e.g. the biannual
progress reports in the field of renewable energy®). Reporting
under the European Semester and the related CSRs should be
aligned with and not duplicate on-going monitoring processes
arising directly from EU environmental legislation, i.e. monito-
ring in the fields of renewable energy and energy efficiency.

This document compares Member State performance on climate
indicators, in particular on reducing GHG emissions by 20 per
centin 2020 compared to 1990 levels. It represents recent deve-
lopments towards meeting the target and assesses progress
based on an EEA compilation of Member State data submitted
to the UNFCCC as part of the national GHG inventories.

6 Europe 2020 targets: Climate change and energy, http://ec.europa.eu/europe2020/pdf/themes/16_energy_and_ghg_targets.pdf [accessed 2/12/2013].



Energy indicators considered are Member State renewable
energy shares to check progress towards the 2020 goal of an
EU wide 20 per cent renewable energy share of final energy
consumption, stipulated in the Renewable Energy Directive.’
This is based on Eurostat data. Furthermore, progress towards
a 20 per cent increase in energy efficiency by 2020 is discussed.
For this indicator, the document presents a table summari-
sing the indicative national efficiency targets for 2020 for all
Member States as well as projected absolute levels of energy
consumption in 2020 for all Member States (though the source
for these projections is not specified).

Based on this information, the document spells out which Mem-
ber States are lagging behind and need to enhance efforts in
years to come to meet different objectives and which broad
challenges Member States face in meeting climate and energy
targets. It refers to relevant Commission documents tracking
progress in energy and climate policy for more detailed assess-
ments. At the same time, it describes potential win-wins in
the form of stimulating the economy by achieving more on
renewable energy, energy efficiency and low carbon technolo-
gies generally. Finally, some generic policy recommendations
for advancing climate and energy policy are put forward.

Progress in the field of resource efficiency is traced by resource
productivity trends for all Member States taken from Eurostat
data. Furthermore, thematicindicators are considered in the areas
of municipal waste management in 2011; environmental
taxation, comparing the percentage of environmental taxes out
of total tax revenue as well as the implicit tax rate on energy in
2011 across all Member States (all based on Eurostat data).

The document establishes the link between growth in resource
productivity and GDP, recognising that a certain degree of
decoupling has taken place. These trends are further diffe-
rentiated according to Member State to single out those with
lowest and highest resource productivity levels and to identify
key outstanding challenges.

Waste statistics are interpreted to identify those Member States
with the most urgent need to scale up recycling efforts. Quan-
tified economic and job related benefits from scaling up waste
management efforts are presented in the document.

A range or issues relating to water scarcity and quality are
discussed, such as pollution of surface and groundwater sources,
water pricing, water use efficiency and the economic opportuni-
ties from promoting innovation in the water services industry.
Water scarcity across Member States is quantified through the
water exploitation index (from EEA).

Furtherissues discussed in the documentinclude the marine eco-
nomy where overfished stocks in Mediterranean and Atlantic Sea
are pointed out; Member State air pollution levels are shown
and their economic and health related costs discussed; eco-inno-
vation performance figures show significant divergences in this
area across the EU; Member State fossil fuel subsidies and their
size in relation to environmental taxes are also presented.

The thematic document on green jobs relates to ‘all jobs that
depend on the environment or are created, substituted or rede-
fined in the transition process towards a greener economy”’
Figures on the development of green jobs in eco-indus-
tries are presented. The document notes that systematic EU
wide data collection on the development of this job market is
currently lacking, so that current aggregate figures stem from
consultancy reports. It presents Eurostat job figures for certain
sub-sectors such as water and waste management. Additionally,
figures on job creation in the renewable energy sector provi-
ded by the European Observatory of Renewable Energy and
the European Renewable Energy Council (EREC) are presented.
A consultancy report provides further estimates on environ-
ment-dependent activities, which include sectors such as agri-
culture, forestry, fisheries, as well as mining activities.

Some of the main challenges in relation to green job growth are
discussed and one key prerequisite identified is the scaling up of
green investment in eco-industries. It is noted that looming skill
shortages in relation to these industries are to be overcome by sus-
tained training policies. The document also notes that care needs
to be taken to ensure ‘social inclusive’ job growth in green indus-
tries, which is often skewed towards higher-skilled employment.

The document then goes on to discuss the greening of tra-
ditional industries, in particular in relation to GHG emission
intensive industries, which include the energy supplying sec-
tor itself, the transport sector as well as the chemical sector.
The share of employment in the most GHG-intensive industries
ranges from below six per cent in Cyprus to around eleven
per cent in Czech Republic. The document notes that particular

7 Directive 2009/28/EC of the Eurapean Parliament and of the Council of 23 April 2009 on the promotion of the use of energy from renewable sources.
8 Resource efficiency, http://ec.europa.eu/europe2020/pdf/themes/17_resource_efficiency.pdf [accessed 2/12/2013].

9 Green jobs: Employment potential and challenges, http://ec.europa.eu/europe2020/pdf/themes/19_green_jobs.pdf [accessed 2/12/2013)].

10 Citation from Commission Staff Working Document SWD (2012)92 final of 18.4.2012 on ‘Exploiting the Employment Potential of Green Growth!



challenges arise from the need to adapt the workforce to the
greening process. This entails the need to retrain workers (in parti-
cular low-skilled workers), which is a particular challenge in those
Member States with higher shares of low-skilled workers. Rapidly
ageing workforces may render retraining more challenging but
make it all the more necessary to prevent skill shortages.

The thematic document on taxation discusses in a bit more
detail the potential to shift taxes away from labour taxes and
towards less distortionary taxes such as consumption, property
and environmental taxes. The potential for such a shift is parti-
cularly apparent in those countries with a high tax burden on
labour taxes and a low tax burden in the other areas mentio-
ned. The document notes that raising environmental taxes has
the additional benefit of pricing in externalities such as pollu-
tion. Data from the 2013 European Commission Taxation Trends
Report are shown comparing the environmental tax revenue
across Member States in 2011. The document also calls for the
adoption of the Energy Taxation Directive by Member States as
a framework to support the move towards a low-carbon and
energy-efficient economy.

Member State |

Belgium

3.4 State of play in implementing
country-specific recommendations
relating to environmental policy

In November 2013, a Commission Staff Working Document
accompanying the 2014 AGS sets out an interim overview of
progress in implementing CSRs by Member States (EC 2013b).
The document illustrates key reforms in each EU Member State
and the Euro Area that have been undertaken since the launch
of the European Semester process in 2011 and highlights imple-
mentation gaps in light of the 2013 CSRs. Progress made on
aspects of relevance to environmental policy, as set out in the
report, are summarised in Table 6 below. The analysis is prelimi-
nary and the Commission is expected to present a more detailed
assessment of progress in the 2014 package of CSRs.

As is evident from Table 6, progress across Member States in
implementing CSRs relating to areas of environment policy has
been variable to date. While recognising efforts undertaken
in several countries, the document notes that further action
is needed to achieve GHG emission reduction targets (e.g. in
Belgium and Luxembourg). Other areas where further action
is needed include energy efficiency (e.g. Malta, Cyprus), envi-
ronmental taxation (e.g. Slovakia and Spain); transport sector
(e.g. Portugal, Romania, Malta, Spain, Poland), energy sector
(e.g. Slovakia, Romania, Poland and the UK), waste and water
management (e.g. Poland and Bulgaria).

Progress made

> Requlatory interventions in the energy market have led to a drop in energy prices.

> Given projections for GHG emissions are well above target, more ambitious policies need
to be implemented, notably in the transport and building sectors, including effective
internal effort-sharing framework between different competent entities.

Bulgaria

> Significant reforms needed in energy sector to bring it in line with the Internal Energy
Market and improve efficiency.

> Transport infrastructure has experienced improvements, but considerable potential remains
for improving efficiency. This is also the case in the water and waste sectors where
administrative capacity of requlatory bodies needs to be enhanced.

(yprus
France

Germany

Room for additional measures in transport sector, also with a view to improving energy efficiency.
Notes that a reform to increase the efficiency of the railway system is underway.

Notes that measures to improve conditions for accelerating expansion of electricity network

and coordination of energy network management with some neighbouring Member States

have been taken.

Ireland

Notes recent reforms in the water sector.

11 axation, http://ec.europa.eu/europe2020/pdf/themes/03_taxation.pdf [accessed 2/12/2013].



Member State Progress made

Italy Energy prices remain very high and upgrading infrastructures remains a challenge.

Latvia > Parliament has adopted tax measures concerning inter alia environmental taxes.
> Further efforts are needed on gas infrastructure and markets.
> Some progress is being made on energy efficiency.

Lithuania Legal impediments for granting specific loans to certain categories of owners in 2013 to
support energy efficiency of buildings have been removed which is a step in the right direction,
although impact of these measures still needs to be assessed.

Luxembourg Not on track to achieve GHG target and further efforts are needed to offset negative
externalities resulting from low level of taxation on energy products for transport and to
improve the public transport system.

Malta > Plans are underway to diversify energy supply.
> On renewable energy, support schemes put in place, but problems developing planned
wind farms.
> Some limited measures implemented to address shortcomings in the transport sector,
but uptake of public transport modest.
> Further efforts in energy efficiency needed.

Poland > Most measures in the energy sector are only at preparation stage.
> On energy efficiency, the government has modernised public buildings.
> Despite some efforts, railway investment projects still delayed.
> Action has not been taken to respond to recommendations on waste and water management.

Portugal Further progress still necessary to make the transport sector more sustainable.

Romania Restructuring state-owned companies and improving governance and performance, in particular
in the transport and energy sector, has been slow.

Slovakia > There remains scope for greater reliance on taxes that are less detrimental to growth, such as
environmental taxation.
> Improving competition and transparency of price-setting mechanisms in requlated industries,
notably the energy sector still needs to be tackled.

Spain > Although measures have been taken to start rebalancing tax burden towards consumption and
environmental taxes, further efforts are needed and an independent expert group has been
created to inform the review of the tax system.

> Further efforts are needed to address shortcomings in competition in transport sector.

UK Measures introduced on energy capacity do not seem to provide an adequate level of certainty
beyond 2020.

Source: EC(2013b)



4 / CONCLUSIONS
AND NEXT STEPS

The European Semester was introduced in 2010 as a mechanism
of economic and fiscal policy coordination. It brings together
reporting under the Europe 2020 Strategy (which aims to turn
the EU into a smart, sustainable and inclusive economy) with
reporting under the Stability and Growth Pact (which aims
to ensure financial discipline and the sustainability of public
finances among Member States). The process offers a novel
and potentially powerful tool through which to monitor Mem-
ber States progress on various issues, including environmental
issues, and recommends improvements to better align national
efforts with EU policy objectives. The process attracts significant
high-level political attention at both EU and national level, and
in certain cases also generates public debate in countries as rec-
ommendations are picked up by national media.

The analysis in this report indicates that the extent to which
environmental policies have been mainstreamed in the European
Semester process has been limited to date. Given the economic
and financial context over the past three years, ensuring a suc-
cessful exit from the economic crisis has been an overriding prior-
ity of the EU and this has been the dominant focus of the European
Semester process to date. This focus is evident across all docu-
mentation produced under the process. For example, at the level
of the Annual Growth Survey (AGS), our analysis indicates that
the primary focus since 2011 has been on consolidating budgets
and creating growth and jobs rather than on the wider goals set
out in the Europe 2020 Strategy including on climate and energy.
Although some environmental issues do receive attention in the
AGSs, in most cases they are seen as facilitators towards growth
and economic and labour market recovery and detail on specific
environmental measures is limited. This confirms the findings of
a previous study for the European Parliament on the 2011 AGS
(see Derruine and Tiedemann, 2011).

At the level of country-specific recommendations (CSRs),
some environment related recommendations have been made
to date; however these remain limited and focused on certain
areas of policy in particular environmental tax reform which is
primarily encouraged as being beneficial to growth and can be
designed in a budget-neutral way. Other environment issues
which have received attention in (SRs include energy (and
electricity) and transport infrastructure; renewable energy and
energy efficiency; better energy market design (completion
of the internal market, implementation of the Third Package);
and progress towards GHG emission reduction targets. This
focus on ‘win-win’ environmental options (i.e. those that can

bring financial gains, improve competitive advantage, and in
some cases reduce dependence on foreign resources) is in line
with the overarching priority of the European Semester proc-
ess of stimulating economic growth. Other environment related
issues covered in the CSRs relate to waste management and to
a lesser extent water management, although these recom-
mendations are very limited and remain general. The issue of
resource efficiency per se does not receive explicit attention in
the CSRs beyond the coverage of environmental tax reform and
some limited references to water and waste management.

This narrow focus of the European Semester process to date is
perhaps not surprising given the overarching political priorities
of recent years on stimulating economic growth and ensuring
fiscal consolidation. However, the European Semester is a tool
to implement the Europe 2020 Strategy which includes climate
change, energy and resource efficiency related objectives. The
focus of the process to date has ignored other key policy objec-
tives that are nonetheless firmly embedded in the EU environ-
mental acquis. For example issues such as biodiversity and the
broader notion of ecosystems and their services, which are of
central relevance to human well-being and economic perform-
ance have been entirely absent in the European Semester proc-
ess to date (Withana et al, 2012). Other issues of relevance such
as recycling, eco-innovation, air pollution, water management
including management and prevention of floods, and waste
have also been largely side-lined despite their potential contri-
bution to the objectives of the Europe 2020 Strategy.

Despite some positive steps to date, there is potential for fur-
ther improvement and better integration of environmental
considerations in the European Semester process. In thinking
about how environmental policies can be better integrated in
the European Semester processes in the future, one should be
realistic in terms of what a process geared so overwhelmingly
towards economic recovery can deliver for the environmental
agenda. While the European Semester is no doubt a useful tool
which attracts high-level political attention, it is limited in that
it is linked to the Europe 2020 Strategy and the objectives set
out therein. Nonetheless, there is scope for wider use of the
process to support environmental objectives and for the ‘green-
ing’ of the European Semester process as set out below:

> To start with, there is a need for a wider interpretation
of the priority areas set out in the AGS. For example,
efforts under the priority of ‘Growth and competitiveness for
today and tomorrow’ could start to focus more on ‘tomorrow’
including consideration of action needed for the transition to
a low-carbon, resource efficient, circular economy. Similarly
the contribution of environmental fiscal reform including



ETR and EHS reform to the priority area of ‘Pursuing differen-
tiated growth-friendly fiscal consolidation’ should continue to
be pursued and more specific recommendations for action in
this area considered. Environmental policy can also usefully
contribute to the priorities of ‘Tackling unemployment and
the social consequences of the crisis’ through the job creation
potential of the green economy as well as the priority of ‘Mod-
ernising public administration’ through inter alia strengthened
procedures forimpact assessments, capacity building, and bet-
ter implementation (Meuleman 2013). In addition, one could
also envisage environmental issues becoming one of the prior-
ity areas explicitly covered in future AGSs which would provide
a high-level signal that Europe continues to be committed to
its environmental targets set out in the Europe 2020 Strategy
and other strategic documents including the 7th Environment
Action Programme and Resource Efficiency Roadmap.

(SRs should provide more comprehensive coverage of
environmental issues which support the objectives
of the Europe 2020 Strategy. This includes for example
issues related to biodiversity and ecosystem services which
have been absent to date, as well as more specificity on
those issues such as water and waste management which
have made brief appearances in some CSRs but with little
substance/detail. This can be done in the spirit of the process
to date and its focus on environmental-economic win-wins.
For example, a wide ranging literature provides evidence on
the economic value of ecosystem services and the costs of
their deterioration."™ Indeed, the Commission has stated that
it will use the European Semester process to make recom-
mendations to Member States regarding water resources
(EC, 2012b). Forthcoming studies for the European Com-
mission, e.g. on the economic and social benefits of flood
management, SMEs support mechanisms and environmen-
tal expenditure which are expected to be published in early
2014, should also help to build the evidence base in this
regard. Additional work to evaluate the potential of green
jobs, eco-innovation, air quality etc. could provide further
support for arguments to green the European Semester.

As noted in the AGS 2014, in order to deepen the European
Semester process, there is a need to increase ownership
and engagement of Member States in the process, in
particular of the CSRs. Although the legal basis underpin-
ning the process includes the possibility to issue ‘warnings’to
Member States that fail to respond to EU policy recommenda-
tions and makes a link to funding under the European Struc-
tural and Investment (ESI) Funds; the extent to which such

12 See for example: ICF GHK and IEEP (2012); CRESR and EFTEC (2013), TEEB (2011).

measures are resorted to will depend on the extent to which
EU leaders’ will be willing to ‘name and shame’ one another
and set a precedent for what may be construed as undue EU
interference in national economic policies. The governance
process of the European Semester process is not prescrip-
tive but rather seeks to orientate policies through systems of
benchmarking, monitoring and policy recommendations for
action. In this context, reqular exchanges between Member
States can be useful for discussion, exchanging best practices
and mutual learning which can support better implementa-
tion of environment focused CSRs and provide a forum for
further integrating environmental considerations in the
European Semester.

As noted earlier, the European Parliament has an advi-
sory role in the European Semester process, publishing own-
initiative reports and engaging in economic dialogues and
exchange of views. Through these processes, the Parliament
can support the further greening of the European Semes-
ter process by emphasising the need for policy coherence
between the European Semester and wider EU strategic doc-
uments including the 7th Environment Action Programme
and the Resource Efficiency Roadmap. These documents
highlight the need to move towards a resource efficient, cir-
cular economy which should in turn be reflected in Member
States structural reform plans. Rather than being reactive,
the EP can also play a more proactive role in the process, for
example drafting resolutions setting out the Parliament’s key
priorities for the coming year in advance of the annual pres-
entation by the Commission of the AGS. The EP can support
efforts to raise awareness and engagement in the process for
example by organising discussions or hearings on greening
the European Semester which can also help to increase the
participation of civil society in the process. The Parliament
can also specifically raise these issues during reqular dia-
logues and exchanges of views with representatives of rel-
evant EU institutions including the Council, the Commission,
the Euro Group and certain Member States.

Civil society and other stakeholders also have an opportu-
nity to be engaged in the process through involvement in the
Commission’s ‘fact finding missions’ to Member States which
take place in January-February each year. These missions pro-
vide an opportunity to get feedback from various stakehold-
ers at the national level on progress in the country and key
challenges ahead and in turn inform the development of CSRs
and Commission Staff Working Documents for the year ahead.
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Notes:

-recommendations/index_en.htm

Analysis based on CSRs available from: http://ec.europa.eu/europe2020/making-it-happen/country-specific









