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Executive Summary
Energy Union: the governance challenge
The European Commission’s proposed Energy Union strategy
aims to support a fundamental transformation of the EU energy
system, in order to ensure a secure supply of sustainable energy
that is competitive and affordable. The Commission set out a
vision of an integrated continent-wide energy system, based on
competition and free flow of energy across borders, “as if it were
a 5th freedom”.
The EU’s Energy Union strategy will need a very strong and ambitious governance framework because
the 2030 climate and energy targets are not specifically apportioned between Member States and
therefore risk being less enforceable than the existing 2020 targets.
With so much emphasis on ‘streamlining’ and the REFIT agenda of ‘reducing administrative burden’
GBE is concerned that the implementation process of Energy Union could have negative implications
in terms of accountability, and this could ultimately undermine the achievement of the 2030 climate
and energy targets.
Another issue to consider is the legal framework to which, according to the Commission, the
governance system of the Energy Union will be anchored. The Commission has vaguely stated that the
system will be legally binding, but it has also put forward proposals to start the planning process
without a legal framework. The Energy Union must avoid a shift of priorities (as has happened under
the European Semester) so as to threaten its credibility as an efficient mechanism to address shortfalls
in climate and energy policy.
Evidence shows that binding planning and reporting templates reduce administrative burden while
enhancing transparency, cost effectiveness, accountability, legitimacy and coherent comparison and
aggregation. Experience with existing legally-binding planning and reporting templates show that they
had high costs upfront but were very useful and cost-efficient in the long-term.
A stable planning and reporting process under the Energy Union requires the preparation and
publication of transition plans covering the period to 2050. The national plans need to be updated in
2024 or when significant changes arise. Long-term stability and clear targets that can only be revised
upwards enhance investor confidence. The earlier the EU can adapt to a low-carbon energy system
ahead of its competitors, the better.
Although the Energy Union will cover energy prices - especially consumer prices - environmental
taxation, tax shift and fossil fuel subsidies are completely missing.
It remains to be seen to what extent the EU Commission will take Article 192 and 194 of the Treaty on
the Functioning of the European Union (TFEU) seriously in integrating a dialogue with the stakeholder
community into the Energy Union discussions.
Finally, Energy Union should reflect the Paris agreement on tackling climate change which should be
central to any decision-making process regarding energy policy.
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The European Semester: the policy challenge
Since 2015, the scope of the European Semester is narrower with the transfer of energy policy to the
Energy Union framework.
The European Semester was and remains directed at Finance Ministers. Energy Ministers, responsible
for Energy Union, do not control the purse strings. Therefore, it may become harder to ensure
enhanced public investment in decarbonisation / energy transition. Overall, this change heightens
macroeconomic risk, especially after the Paris Agreement.
If the EU wants to retain its credibility as a global leader on climate and energy, it needs to be able to
spur compliance with its energy and climate targets. It can't have a cohort of underperforming member
states compromising the efforts of the countries making genuine progress on climate and energy.
From an environment and climate perspective, and regarding the 2016 Semester process, three
matters warrant attention.
In 2015 Luxembourg was given a Country Specific Recommendation (CSR) to broaden its tax base by
focusing “in particular on consumption, recurrent property taxation and environmental taxation”. It
will be instructive to see if progress on this CSR is delivered, and if not, whether and how the
Commission acts.
Second, estimates show that three Member States (Ireland and Luxembourg) are projected to miss
their Effort Sharing Decision (ESD) climate target (covering sectors such as agriculture and transport
not covered by the Emissions Trading System) by 10 percentage points or more by 2020.
The Commission pursues the social goals of Europe 2020 (e.g. combating poverty and social exclusion)
under the Semester process, and therefore could equally pursue the key Europe 2020 climate goals.
An obvious starting point in 2016 would be acting against the above-mentioned Member States for
being furthest behind on their ESD targets.
With its key focus on fiscal matters, the Semester remains vital to deliver tax shift (from labour to
pollution / emissions / non-renewables).
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Introduction
From its launch in 2010 until 2015 the European Semester, the key governance
instrument of the EU’s Economic and Monetary Union, included oversight of EU
climate and energy policy in its annual monitoring, reporting and enforcement.
As a result, strategically critical public policies including decarbonisation,
investment in renewables, fossil fuel subsidy reform and green taxation were, to
a certain extent, coordinated at the level of Member State Finance Ministries.
But since the launch of the European Commission’s proposed Energy Union in
February 2015 as one of President Juncker’s ten priorities, energy is no longer
included in the scope of the European Semester. While it may appear sensible
on a superficial level to have a separate framework for energy policy, it has
created two strategic challenges:
Firstly, Energy Union’s target implementation and governance structures will not
be in place until 2020, creating a lack of clarity and loss of policy direction in the
short term.
Secondly, Energy Union will be overseen by Energy Ministers who arguably do
not have the power over investments and budgets that Finance Ministers do.
Furthermore, separating such an over-arching policy area as energy and climate
from the overall economic policy context risks missing opportunities to create
comprehensively green economies through environmental fiscal reform and climate-proofing of public
investment.
In an ideal world, energy and climate would be considered as a ‘horizontal’ strategic policy area that
should drive all aspects of government policy and investment. Either way, Energy Union, whatever its
final form, must include binding and ambitious targets that are enforceable at the EU level and
meaningful in real world outcomes.
In parallel with these developments, the European Union has, in 2015, signed up to two major global
initiatives that demand bold action in the field of climate and energy: the Paris Agreement and the
United Nations Sustainable Development Goals.
For the EU to play its part in making these initiatives a success, their lofty ambitions must translate into
real world application in policies such as Energy Union and the Semester process.

Part 1 of this advocacy toolkit gives an overview of the Energy Union proposals and offers analysis of
and recommendations for the governance questions that will be critical to its success.
Part 2 examines the European Semester Process and whether it offers a suitable model for Energy
Union governance. Part 3 makes recommendations for expansion of the scope of the Semester process
in the short term to enable better oversight of climate and energy issues while Energy Union is still
being developed.
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For green budget advocates, the annexes of this report include tools for EU and member state lobbying
including potential advocacy activities, a timeline of political developments, relevant reports to cite
and draft letters for ministers.

Is the European Semester a suitable blueprint for Energy Union governance?
The overall Semester framework delivers the integration of a hybrid innovative governance structure
of hard and soft-law processes, including different planning and reporting components. This is what
Energy Union governance seeks to deliver, i.e. integrating planning and reporting requirements under
the Energy Efficiency Directive and the Renewable Energy Directive. Theoretically, the Semester offers
an opportunity for persistent and diligent monitoring to bring the EU on track towards the
achievement of its medium- and long-term goals.
As mentioned above, energy matters were removed from the Semester prior to the 2015
recommendations, to be ‘covered’ under Energy Union, even though no governance process is yet
agreed for Energy Union. This has created at least two gap years (2015 and 2016) regarding governance
with this gap possibly stretching many more years, depending on when and how Energy Union
governance materialises. In similar fashion, the governance of climate as part of Europe’s 2020 climate
strategy was put on hold under the Semester and hence, remains within its policy sector under the
relevant member state government departments but without the crucial overall context of Finance
Ministers, macroeconomic adjustment and relevance.
The current discussion includes a debate about an “Energy Union Semester” with a synchronised
planning and reporting circle and i.e. recommendations by the European Commission to the Member
States in terms of reaching their objectives outlined in the National Climate and Energy Plans. It is open
how this will materialise and how to enforce the less-binding Energy Union framework.

Can the European Semester play a wider role now?
After decades of attempts, the Paris Agreement from December 2015 is the first major global deal on
climate change. The agreement sets out a global action plan to put the world on track to avoid
dangerous climate change by limiting global warming to well below 2°C – and pursue efforts to limit
the temperature increase to 1.5°C above pre-industrial levels.
The agreement also calls for “making financial flows consistent with a pathway towards low
greenhouse gas emissions and climate-resilient development”.
The EU was a key advocate for this reference to the lower temperature. Now, bold action is needed to
realign Juncker’s 10 priorities with the EU´s own ambition included in the Paris Agreement.1
The Paris Agreement is a huge opportunity for the European Semester. It should become a core tool
to assess all financial flows in terms of contributing to decarbonisation, i.e. the use of the cohesion /
Structural Funds.

1

See i.e. the EEB Report on “Juncker Commission Political Priorities Revised“ for inspiration.
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Recommendations for the European Semester
Given the macroeconomic impacts of climate change and energy, the European Semester needs to reintegrate these two policy areas. This could be done by systematically mainstreaming climate and
environment through all three pillars.
Introducing carbon budgets at national level should be seen as an option, given its positive effects on
the other pillars.
In addition, we suggest for the Euro Area Member States, in the context of the “5-Presidents Report”,
to add a report from the national environmental agencies, reporting on progress towards climate and
energy policy targets, related macroeconomic implications and making recommendations for the next
Annual Growth Survey.
Country Reports should include these elements and Member States should report on their progress
and strategies within the National Reform Programmes. The Stability Programmes, linked to the
Stability and Growth Pact should include a report on how to implement the Paris agreement, especially
the “financial flow” obligation.
Finally, we suggest to include an indicator on resource efficiency (i.e. on material use, carbon, water,
and land use) to the main scoreboard of indicators in the Macroeconomic Imbalance Procedure. Other
indicators would be possible here as well. The main objective is to ensure that the MIP does not work
against climate and energy policies and recognises their macroeconomic relevance.
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Part 1: Energy Union
Introduction: what is the Energy Union?
The European Commission’s proposed Energy Union strategy aims
to support a fundamental transformation of the EU energy
system, in order to ensure a secure supply of sustainable energy
that is competitive and affordable. The Commission set out a
vision of an integrated continent-wide energy system, based on
competition and free flow of energy across borders, “as if it were
a 5th freedom”.
This translated into a new policy framework in February 2015, when the European Commission
officially launched the Energy Union Strategy with the aim of providing “secure, sustainable,
competitive and affordable energy”. The proposals are one of the 10 key priorities for the current
European Commission mandate as set out by President Jean-Claude Juncker.
The Energy Union is based on the following five pillars, which are expected to determine the future of
Europe’s energy policy, including the 2030 climate and energy targets:
1. Supply security, solidarity and trust – diversify Europe's sources of energy and make more
efficient use of energy produced within the EU in order to guarantee security of supply;
2. Internal energy market – improvement of connected infrastructure and a fully implemented
Third Liberalisation Package to strengthen competition in the electricity and gas markets.;
3. Energy efficiency – closely linked to energy security is the need to moderate energy demand to
achieve at least a 30% energy efficiency target for 2030, as suggested by Juncker;
4. Climate action – As part of the 2030 framework, Member States have already agreed to reduce
domestic greenhouse gas emissions by at least 40% below the 1990 level by 2030. Under the
Energy Union, the hope is to also achieve an 80% reduction by 2050, and
5. Research and innovation – R&D is necessary to develop new technologies that would help the
EU achieve the 2030 target, as well as sustain its economies and competitiveness.

The governance challenge: key to ensuring enforcement of the 2030 climate and
energy targets
The Energy Union will need a very strong and ambitious governance framework because the 2030
energy targets are not specifically apportioned between Member States and therefore risk being less
enforceable than the 2020 targets.
To recall: the 2020 targets seek to reduce GHG emissions by 20% and increase the share of renewables
and energy efficiency by 20% until 2020. All three targets are broken down into individual targets per
Member States. GHG emissions and renewable energy targets are binding and thus, the EU
Commission can open an infringement procedure if a Member Stated does not fulfil its target.
In contrast to this, the 2030 40% domestic greenhouse gas emission reductions target compared to
1990 is the only one target that will be binding at national level with national targets. The renewables
and energy efficiency targets of at least 27% are EU binding targets unaccompanied by national binding

GREEN BUDGET EUROPE (GBE) AISBL

11/41

EUROPEAN EXPERT PLATFORM ON ENVIRONMENTAL TAXATION AND GREEN FISCAL REFORM

targets. Member States will report their plans to the EU Commission which could lead to a gap if the
sum of the national pledges does not add up to 27%.
Therefore, a strong governance process is key for the Energy Union to ensure the delivery of the
targets.
The EU Commission is currently undertaking a stocktaking exercise of the different planning and
reporting processes and announced the presentation of Energy Union governance legislation (most
probably a regulation) by November/December 2016, covering planning, reporting and monitoring.
The Commission has said that the proposals should be in line with the overarching Regulatory Fitness
and Performance programme (REFIT) that aims at simplifying EU regulation. As announced by the
Commission, a so-called “streamlining of planning and reporting (P&R)” obligations is at the core of
the new governance system. The implications of this are discussed below (GBE’s position).
According to the new framework, Member States will be required to prepare one National Energy and
Climate Plan (NECP), covering the period between 2020 and 2030 and one progress report every two
years. The Commission will analyse progress in the yearly the State of the Energy Union (an overview
of these processes is available below). This system will replace 20 planning obligations and 90 reporting
obligations for Member States, and 70 reporting obligations for the Commission.

Member State conclusions on the Energy Union Governance System
In November 2015, the Council of the European Union presented the view of EU Member States on
the governance system of the Energy Union.
According to the Council, a reliable and transparent governance system without any unnecessary
administrative burden needs to be developed to help ensure that the EU meets its energy policy goals,
with the necessary flexibility for Member States and fully respecting their freedom to determine their
energy mix (but this flexibility on energy mix lies inside decarbonisation objectives).
The Council confirmed the EU Commissions proposal that Progress Reports will be submitted by
Member States to the Commission every two years, taking into account the objective of reducing
administrative burdens and with a view to aligning the timescales for domestic, EU and international
reporting.
The Council asked the Commission to develop standardised templates and key indicators in close
cooperation with, and subject to agreement by, Member States. The list of key indicators should help
to ensure progress and balance as regards all five dimensions of the Energy Union, including the agreed
EU climate and energy targets, as well as EU energy policy objectives – in line with the Council’s
conclusions of October 2014, on the 2030 climate and energy policy framework.
Member States will draw up their National Energy and Climate Plans (NECPs) covering all the
components and policy objectives outlined above. They may receive recommendations by the
Commission and / or comments from neighbouring Member States in the context of regional
cooperation on relevant issues, and consider them, if appropriate. Based on this, Member States will
transmit their finalised NECPs to the Commission. The Commission will summarise and assess the
overall progress made at EU level in its annual report on the State of the Energy Union.
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The first NECPs will be finalised by the end of 2019. A biennial review cycle will start with the first
Progress Report of Member States, followed by an iterative dialogue with the Commission on
implementation and possible decision to adjust its National Plan by the Member State.
In this context, the governance system aims at providing a timely assessment and forecast as regards
the fulfilment of EU energy policy objectives and agreed climate and energy targets.
The full Council conclusions document can be read here.

GBE’s position















With so much emphasis on ‘streamlining’ and the REFIT agenda of ‘reducing administrative
burden’ GBE is concerned that this process could have negative implications in terms of
accountability, and could ultimately undermine the achievement of the 2030 climate and energy
targets;
Another issue to consider is the legal framework to which, according to the Commission, the
governance system of the Energy Union will be anchored. The Commission has vaguely stated that
the system, e.g. the planning and reporting templates, will be legally binding, but it has also put
forward proposals to start the planning process without a legal framework. Binding planning and
reporting templates reduce administrative burden while enhancing transparency, effectiveness,
accountability and legitimacy. Experience with existing legally-binding planning and reporting
templates show that they had high costs upfront but were very useful and cost-efficient in the
long-term;
It is clear that such an important and long over-due project risks failure without the
implementation of a strong governance system which to bring Member States together and gain
investor confidence. It is for this reason that the EU is expected to come forward with more details
on the structure and nature of the new governance system;
Although the Energy Union will cover energy prices, especially consumer prices, environmental
taxation, tax shift and fossil fuel subsidies are completely missing;
It remains to be seen to what extent the EU Commission will take Article 192 and 194 of the Treaty
on the Functioning of the European Union (TFEU) seriously in integrating a dialogue with the
stakeholder community into the Energy Union discussions;
The process must start from a long-term perspective to ensure that the bi-annual reports on
decarbonisation planning linked to the UNFCCC policies are coherent with the Commission’s “Road
from Paris” Communication (COM/2016/110) and the long-term planning under the Energy Union.
In short, each MS needs to present a 2050 transition plan no later than 2020 / 2021. In turn, these
long term plans need to be an integrated part of the overall governance system, tied into 2030
planning and reporting to ensure coherence, comparability and national ownership;
Finally, this new governance system should reflect the Paris agreement that world leaders reached
at the United Nations Climate Change Conference in December 2015. The Paris Agreement is the
first multilateral agreement on climate change covering almost all of the world's emissions, and
for this reason it should be central to any decision-making process regarding energy policy, and
It is important to note that EU energy policy is being transferred into Energy Union from the
European Semester governance process. To what extent the Commission will continue to pursue
key climate and energy issues through the Semester remains unclear. In place since 2011, the
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European Semester focuses primarily on ensuring macro-economic stability (see below). However,
structural change and investment are also covered – critical areas when it comes to delivering a
low carbon economy and sustainability generally.

The Energy Union Governance System
The State of the Energy Union (EU Commission, November each year)
The Commission has taken the first steps towards the development of the ‘Energy Union Governance
System’ in the first “State of the Energy Union” Communication (COM/2015/572), issued in November
2015.
The State of the Energy Union is a good opportunity to take stock each year of the progress already
made towards building the Energy Union, and to highlight the issues where further attention is needed
– the challenge of governing the energy transition being one of these.
The Commission is expected to come forward in late 2016 with proposals in which the main elements
of the governance of the Energy Union policies will be tackled. This is necessary in order to make sure
that both planning and reporting reflects the integrated approach of the Energy Union and its five
dimensions.
The main elements that will help design a governance system, according to the first State of the Energy
Union are as follows:
1. National energy and climate plans (NECPs): as mentioned before, these plans are tools to have
more strategic planning and reporting across the whole Energy Union spectrum and will be the
core of the governance system. They will – inter alia – define national contributions guided by the
need to deliver collectively the EU level 2030 targets for renewable energy and energy efficiency.
Member States are asked to start preparing the plans without delay, so that they are operational
before 2021. An overview of the guidance note set out by the Commission is available below.
2. Looking into planning and reporting obligations: EU laws include numerous obligations on
Member States to provide information to the Commission, which reports to the other EU
institutions. The Commission is carrying out a Fitness Check of existing planning and reporting
obligations in 2016, including on the inter-linkages with the climate obligations. This initiative will
assess the extent to which the current obligations are coherent, efficient and effective. This will
feed into the preparations of a proposal for streamlining these obligations, foreseen for late 2016.
3. Monitoring: a transparent monitoring system by the Commission based on progress reports by
Member States on the implementation of national plans, as well as on key energy and climate
indicators assessing progress at EU level.
4. Regional cooperation: regional cooperation is already taking place; in 2016, the Commission
intends to come forward with guidance on how to strengthen regional cooperation.

Country fact sheets (EU Commission, November each year)
Alongside the annual “State of the Energy Union”, the EU Commission presents an analysis of each
Member State. This assessment process is currently known as ‘country-fiches’ or ‘country factsheets’,
and were presented for the first time in November 2015, see here.
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The country fiches provide a general picture of the main policy themes relevant to accelerate structural
reforms and pursue a “responsible and growth-friendly energy transition”. They also facilitate crosscountry comparisons. A set of key indicators has been selected for each theme which allows the
different positions of the Member States to be compared.
However, fiches only present an overview of the current state of Member States, and do not contain
indications of specific future measures, projections or targets.
Romania: a case study
Assessment by Alexandru Mustață, Campaign Coordinator of Bankwatch Romania , January 2016
Bankwatch analysed the country fiche for Romania and concluded that it was “little more than wishful
thinking”. The document, according to the group, appears as a standardised assessment outlining
Romania’s progress towards its various energy goals (efficiency, decarbonisation and renewables), but
fails to identify what prevents further progress.
The push for renewables, energy efficiency and research and development, which is recommended in
the document, seems to overlook the local reality. For example, the focus on gas supply, the security
of which is one of the five pillars of the Energy Union, is not justified in light of Romania’s very low
dependence on foreign gas – the country is Europe’s fourth biggest natural gas producer. Moreover,
concerns regarding the low expenditure on research and development are not followed by any plans
to correct this situation.
“Although large support was declared for alternative sources of energy,” Bankwatch concluded, “the
fossil fuel industry has no reason to worry, as no commitment was made towards an actual change of
the current … energy paradigm”.
This lack of detail and ambition undermines the governance system in that the scope and legal status
for the development of the national climate and energy plans remain unclear.
See letter here

National Energy and Climate Plans (EU Member States, planned for 2020-2030)
The national plans set out by Member States are closely related to the above-mentioned five pillars of
the Energy Union, and will address the objectives and concerns raised by each one of them.
In a guidance note on ‘National Energy and Climate Plans’, the Commission requires Member States to
include in their plans the policies and measures planned for meeting such objectives. This should also
include an assessment of how these policies interact with each other to ensure policy coherence and
avoid overlapping regulation.
Below are the recommendations set out by the Commission for Member States to outline their plans
with regards to governance.

Supply security, solidarity and trust
Medium to long-term objectives and standards relating to security of supply, including with regard to
diversification of energy sources and supply countries, infrastructure, storage, demand response,
readiness to cope with constrained or interrupted supply of an energy source, and the deployment of
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alternative domestic sources. The objectives should include regional cooperation and the policy
measures to achieve these objectives should be regionally coordinated. In this context, national plans
should build on the specific security of supply plans (assessment plans, preventive action plans and
emergency plans) which are drawn up in accordance with the regulation on gas security of supply.
Policy strategies concerning energy security in the broader sense, including other relevant policy
choices such as those relating to energy savings or the energy mix.
The general policy approach to ensure security of external energy supply, including through
infrastructure and as applicable the intended approach to international governmental agreements
with third countries should also be covered.

Internal energy market
Development of electricity interconnectivity from 2021 to 2030 (ratio between cross-border
transmission capacity and installed generation capacity), with the agreed 15% target for 2030 in mind,
taking into account Member State specific factors such as costs and potential trade flows. This should
also include an indication of the main projects envisaged to achieve the necessary interconnectivity in
a 2030 perspective.
For energy infrastructure, how planned national infrastructure projects as well as the Projects of
Common interest (PCIs) relating to the Member State will be implemented, including a time-line. In
this context, national plans should build on the regulation on guidelines for trans-European energy
infrastructure.
Objectives with respect to market competition, market integration and coupling, deployment of
flexibility in the power sector, including development of short term markets, demand response
competitiveness of energy markets, and roll-out of smart technologies and smart grids.
Assessment of the implications of planned infrastructure investments and of developments in energy
production on wholesale and retail energy prices and on market integration with other Member States.

Energy efficiency
National policies and measures planned to support the achievement of the agreed EU-level energy
efficiency target of at least 27% (to be reviewed by 2020 with a view to 30%) taking into account the
expected energy savings from these policies and measures as well as the implementation of existing
EU legislation.
A trajectory for energy savings to be quantified as the resulting level of primary as well as final energy
consumption until 2030 should be provided as the Member State's contribution to achieving the EU
target.
National policies and measures planned to increase energy efficiency in the building sector. This
includes national building renovation strategies and national energy efficiency investment
programmes.
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Climate action
Planned policies and measures to reduce greenhouse gas emissions, covering all key emitting sectors,
including transport and agriculture, to meet the annual binding national limits for the non-ETS sectors
up to 2030 set under the revised Effort Sharing Decision, with an outlook to the long-term vision and
goal to become a low-carbon economy (2050).
National policies and measures planned to support the achievement of the agreed EU-level binding
target for renewable energy of at least 27%, taking into account the implementation of existing EU
legislation as well as a perspective up to 2050.
A trajectory for the share of renewable energy in gross final energy consumption until 2030, including
trajectories for relevant technologies as well as for electricity demand (installed capacity and produced
energy), should be provided as the Member State's contribution guided by the need to deliver
collectively the EU target.
Measures to be taken for increasing the flexibility of the energy system with regard to renewable
energy production. Status and plans for electricity market coupling and integration, regional measures
for balancing and reserves and how system adequacy is assessed in the context of renewable energy.
National policies and measures planned to support other low carbon technologies.
National policies and measures planned to support the decarbonisation of transport.
If Member States intend to support development of specific technologies, the plan should also include
an assessment of the implications for energy prices and energy utilities and on market integration with
other Member States.

Research and innovation
Objectives, policies and measures set at the national level to ensure an appropriate contribution to
the new European energy R&I approach to accelerate energy system transformation, in particular to
the actions of the Integrated Strategic Energy Technology (SET) Plan.
National policy strategies and funding programmes for research and innovation in the areas of
renewable energy, energy efficiency, and other low-carbon technologies including in the transport
sector, as well as their market uptake, including strategies to support research and technology
institutions.
Industrial policy strategies concerning competitiveness of the low-carbon technology sector and
competitiveness in a broader sense, including subsidies, the impact on growth, jobs and skills,
subsectors, finance and resources.
As applicable, objectives relating to the competitiveness of the energy system and its contribution to
the competitiveness of the economy as such as well as to international trade in EU energy technologies
and equipment and access to third country markets.
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Source: European Commission

Progress Reports (EU Member States, every 2 years)
EU Member States will report to the EU Commission every two years on progress towards their
National Climate and Energy Plans.

The need for an ambitious legally-binding governance framework: the Civil Society
perspective
A group of civil society organisations and independent experts has already outlined the problems
relating to the new framework for governance, noting that:
1. A single national plan for planning and reporting, as envisaged by the Commission, needs strong
coordination between all parties involved and consistency with all aspects of the Energy Union
objectives;
2. The lack of a strong legal framework might undermine legitimacy, credibility and transparency,
and
3. Efforts should reflect and be in line with the Paris agreement.

Planning and reporting: Governance at a crossroads
Replacing the existing set of obligations and processes for the planning and reporting of progress
among Member States with a single report might generate unwanted results for the Commission. The
current system, despite the high number of procedures and the inevitable overlaps, has produced a
great deal of detailed information, proving that the system is working, although it could be improved.
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Inevitably, the focus on streamlining may determine two possible scenarios. On one hand, a single plan
and report system might not be as detailed as the ones previously used, with significant losses in terms
of credibility, transparency and good governance. The risk is that the Commission will not be able to
thoroughly monitor the progress of Member States.
On the other hand, if the single climate and energy plans were to include all the information that is
currently provided by a set of separate documents, it is true that the co-ordination of such a wideranging process risks being impractical for national administrations.
In short, the new streamlined approach is commendable in that it aims at making the planning and
reporting system more coherent and consistent. However, it will be equally challenging to bring
together and coordinate so many different objectives.
See more here

A legislative framework for the Energy Union Governance System
In order to achieve a reliable, transparent and durable governance system, this needs to be anchored
in legislation. Any governance arrangement of the Energy Union needs to be supported by legal
mechanisms to ensure long-term stability of policy pathways and predictability of outcomes.
The legal background of the Energy Union Governance System, despite being acknowledged by the
Commission in the State of the Energy Union, should not be taken for granted. In fact, in its Guidance
to Member States, the Commission seems to imply that national plans will not be part of binding legal
framework.
A soft planning process with no legal background could undermine the work of the Commission when
collecting data to establish and verify the contributions of each Member State towards the Energy
Union objectives. Moreover, it would alienate civil society and make it harder for citizens and other
stakeholders to legally participate in the development of national plans, as established by the Aarhus
Convention. Similarly, the role of the European Parliament in becoming involved could also be
circumvented, raising questions about the legitimacy of the national plans themselves.
The Commission is expected to come forward with more information on the legislative framework of
the Energy Union in the course of 2016.
See more here

Beyond Paris
Finally, if any tangible improvement is to be achieved in the long run, the Energy Union Governance
System needs to adapt any current and future legislation to the Paris agreement from December 2015.
On 2 March 2016, the Commission presented the first assessment of the implications for the European
Union of the new global climate agreement adopted in Paris in December 2015. Below are the main
conclusions of the assessment:


Signature and ratification: The early ratification and entry into force of the Paris Agreement will
give the legal certainty that the Agreement begins operating quickly. Therefore, the Paris
Agreement should be signed and ratified as soon as possible. Today's assessment accompanies a
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proposal for a Council decision on the signing of the Paris Agreement on behalf of the European
Union.
Periodic reviews: The EU will need to be ready to participate in the review processes under the
Paris Agreement designed to ensure the achievement of the goal of keeping climate change well
below 2°C and pursuing efforts towards 1.5°C.To develop an understanding of the implications of
a 1.5°C goal, and as the 5th Assessment Report of the Intergovernmental Panel on Climate Change
(IPCC) was inconclusive on this aspect the IPCC has been requested to prepare a special report in
2018. The EU will provide input to the scientific work being carried out internationally for that
purpose. Further, by 2020, all countries should communicate their mid-century, long-term
decarbonisation strategies. To facilitate the preparation of the EU's strategy, the Commission will
prepare an in-depth analysis of the economic and social transformations in order to feed the
political debate in the European Parliament, Council and with stakeholders.
2030 climate and energy legislation: In October 2014 the European Council agreed on the 2030
climate and energy policy framework for the EU setting an ambitious economy-wide domestic
target of at least 40% greenhouse gas emission reduction for 2030. The Paris Agreement vindicates
the EU's approach. Implementing the 2030 energy and climate framework as agreed by the
European Council is a priority in follow up to the Paris Agreement. The forthcoming legislative
proposals should be fast-tracked by the European Parliament and the Council.
Energy transition: The EU needs to consolidate the enabling environment for the transition to a
low carbon economy through a wide range of interacting policies and instruments reflected under
the Energy Union Strategy, one of the 10 priorities of the Juncker Commission.
Global diplomacy and global action: The EU will need to step up its international climate
diplomacy to maintain the political momentum and support other countries in the implementation
of the Agreement and their climate plans. In this respect, the EU remains committed to scaling up
the mobilisation of international climate finance.

The immediate next steps for the Commission are the signature and ratification of the Paris
Agreement, which will open for signatures on 22 April 2016 in New York, and enter into force when at
least 55 Parties representing at least 55% of global emissions have ratified.
The Commission will present during the next 12 months the key remaining legislative proposals to
implement the 2030 framework. This includes proposals for an Effort-Sharing Decision (ESD) for sectors
not covered by the EU Emission Trading Scheme (ETS) and on land use, land use change and forestry
(LULUCF), legislation to set up a reliable and transparent climate and energy governance mechanism
for the post-2020 period, and the necessary policy proposals to adapt the EU's regulatory framework
in order to put energy efficiency first and to foster EU's role as a world leader in the field of renewable
energy. See more here.
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Timeline: legislative proposals for the Energy Union

To enlarge the timeline and for more information please see here

Timeline of the Energy Union Governance process

Source: European Commission 2016
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Part 2: The European Semester as a
blueprint for Energy Union governance?
The European Semester - Key operational details
The European Semester is the key governance instrument of the
EU’s Economic and Monetary Union.

Created in 2010, the Semester is an annual cycle of monitoring and
enforcement.
Aims:




To coordinate and synchronise the timing of the economic and fiscal policy reporting and
evaluation between the European Commission and EU Member States;
To monitor, detect, prevent and correct problematic economic trends such as excessive
government deficits or public debt levels, and
To monitor and enforce the Europe 2020 strategy.

The 4 key features of the European Semester are:
1. The setting of EU guidelines and priorities for the next year;
2. Establishing quantitative and qualitative indicators and benchmarks, tailored to the needs of
Member States, but against which national progress could be measured;
3. Translating EU guidelines into national policies by setting specific targets and adopting specific
measures;
4. Periodic monitoring, evaluation and peer review organised as a mutual learning process.
The European Semester combines different instruments in an overarching framework for
integrated multilateral economic and budgetary surveillance:




Fiscal surveillance, including debt and deficit commitments to enforce the Stability and Growth
Pact;
Macroeconomic surveillance through the Macro-Economic Imbalance Procedure as its main
instrument, and
Thematic surveillance through the Europe 2020 strategy for a smart sustainable and inclusive
growth.

The different surveillance mechanisms each have a very different legal basis which leads to different
levels of enforceability: The Stability and Growth Pact / Macroeconomic surveillance targets are legally
enforceable with penalties for failing to do so. The Europe 2020 targets are implemented through a
“soft law” coordination process by the EU and Member States guided by a set of “Integrated
Guidelines”.
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Analysis of the latest developments in the European Semester process
Since 2015, the scope of the European Semester is narrower with the removal of energy to Energy
Union. This is a negative development in terms of the government hierarchy. The European Semester
was and remains directed at Finance Ministers. Energy Ministers, responsible for Energy Union, do not
control the purse strings. Therefore, it may become harder to ensure enhanced public investment in
decarbonisation / energy transition. Overall, this change heightens macroeconomic risk, especially
after the Paris Agreement (viz. Art 2). The EU wants to retain its credibility as a global leader on climate
and energy, and for that it needs to be able to spur compliance with its energy and climate targets. It
can't have a cohort of underperforming member states compromising the efforts of the countries
making genuine progress on climate and energy.
From an environment and climate perspective, and regarding the 2016 process, three matters warrant
attention.
In 2015 Luxembourg was given a Country Specific Recommendation (CSR) to broaden its tax base by
focusing “in particular on consumption, recurrent property taxation and environmental taxation”. It
will be instructive to see if progress on this CSR is delivered, and if not, whether and how the
Commission acts.
Second, estimates show that three MSs (Ireland and Lux) are projected to miss their Effort Sharing
Decision (ESD) climate target by 10 percentage points or more by 2020. The Commission pursues the
social goals of Europe 2020 (e.g. combating poverty and social exclusion) under the Semester, and
therefore could equally pursue the key Europe 2020 climate goals. An obvious starting point in 2016
would be acting against the above-mentioned MSs for being furthest behind on their ESD targets.
Finally, as a consequence, the threshold has risen to obtain a Country-Specific Recommendation under
the “streamlined” and “revamped” Semester. And the Commission will have a lower tolerance for
failure to implement CSRs (half of CSRs pre 2015 were not implemented), a chief reason behind fewer
CSRs.
However, with its key focus on fiscal matters, the Semester remains vital to deliver tax shift (from
labour to pollution / emissions / non-renewables). This is why we should keep on emphasising the
robust macroeconomic evidence of climate, energy and circular economy action as well as inaction.

Is the European Semester a suitable blueprint for Energy Union governance?
The overall Semester framework delivers the integration of a hybrid innovative governance structure
of hard and soft-law processes, including different planning and reporting components. This is what
Energy Union governance seeks to deliver, i.e. integrating planning and reporting requirements under
the Energy Efficiency Directive and the Renewable Energy Directive. Theoretically, the Semester offers
an opportunity for persistent and diligent monitoring to bring the EU on track towards the
achievement of its medium- and long-term goals.
As mentioned above, energy matters were removed from the Semester prior to the 2015
recommendations, to be ‘covered’ under Energy Union, even though no governance process is yet
agreed for Energy Union. This has created a governance gap until 2020 with this gap possibly stretching
many more years, depending on when and how Energy Union governance materialises. In similar
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fashion, the governance of climate as part of Europe 2020 was put on hold under the Semester and
hence, remains within its policy sector under the relevant member state government departments but
without the crucial overall context of Finance Ministers, macroeconomic adjustment and relevance.
The current discussion includes a debate about an “Energy Union Semester” with a synchronised
planning and reporting circle and i.e. recommendations by the European Commission to the Member
States in terms of reaching their objectives outlined in the National Climate and Energy Plans. It is open
how this will materialise and how to enforce the less-binding Energy Union framework.

Part 3: Can the European Semester play a wider role now?
The Paris Agreement and implications for the European Semester
After decades of attempts, the Paris Agreement from December 2015 is the first major global deal on
climate change. The agreement sets out a global action plan to put the world on track to avoid
dangerous climate change by limiting global warming to well below 2°C – and pursue efforts to limit
the temperature increase to 1.5°C above pre-industrial levels (Article 2).
The agreement also calls for “making financial flows consistent with a pathway towards low
greenhouse gas emissions and climate-resilient development”.
The EU was a key advocate for this reference to the lower temperature. Now, bold action is needed to
realign Juncker´s 10 priorities with the EU´s own ambition included in the Paris Agreement.2
The Paris Agreement is a huge opportunity for the European Semester. It should become a core tool
to assess all financial flows in terms of contributing to decarbonisation, i.e. the use of the cohesion /
Structural Funds.
A powerful option would be to introduce an indicator within the Macroeconomic Imbalance Procedure
(MIP) and Stability and Growth Pact (SGP) that requires any financial flow to contribute to the “well
below 2°C/1,5°C target” i.e.




2

A review of the existing indicators in the MIP scoreboard in light of their climate impact;
Adding an indicator on climate action and resource efficiency to the scoreboard;
Make the European Semester a tool for divestment: Stranded assets in fossil fuel exploration and
infrastructure pose strategic risks to our climate and economy. The European Semester could help
to direct financial flows so as to accelerate divestment from these sectors into clean and
sustainable energy systems.

See i.e. the EEB Report on “Juncker Commission Political Priorities Revised“ for inspiration.
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The Sustainable Development Goals: A hook to transform the European Semester?
Heads of State and Government adopted 17 Sustainable Development Goals (SDGs) to be achieved by
2030 “for people, planet and prosperity”. The SDGs set out universally applicable quantitative
objectives across the social, economic, and environmental dimensions of sustainable development,
including a set of indicators and a monitoring framework.
The 2016 Annual Growth Survey (COM/2015/690) states: “(…) next year the Commission will start a
process for developing a longer term vision going beyond the horizon of the year 2020, also in the light
of the new Sustainable Development Goals agreed by the United Nations for 2030. The lessons of the
Europe 2020 review (…) will be taken into account in this exercise.“ (p 5). In addition t this, the EU
Commission´s Annual Work Programme, COM(2015) 610 p5, states that the EU Commission “will
present a new approach to ensuring economic growth and social and environmental sustainability
beyond the 2020 timeframe, taking into account the Europe 2020 review and the internal and external
implementation of the United Nations Sustainable Development Goals.”
The European Commission plans to present a report on how to implement the SDGs at EU level in June
2016. Karl Falkenberg, former Director General of DG Environment and now Senior Adviser for
Sustainable Development at the EU authority's in-house think-tank, the European Political Strategy
Centre (EPSC) is responsible for this process. It seems as if there is a disagreement in the European
Commission about the role of the SDGs within the EU policy framework. Some voices seem to prefer a
review of the Europe 2020 strategy in light of the SDGs while other voices would like to use Europe
2020 to implement the SDGs which seems a less ambitious solution.
The figure below shows the 17 SDGs with those highlighted that play an important role within the EU
climate and energy framework:

Source: http://www.un.org/sustainabledevelopment/sustainable-development-goals/

This implies a complete overhaul of Juncker's 10 priorities, with environmental concerns reinstated
under an overarching commitment to sustainable development. Unless we address the challenges
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facing the climate, nature and wildlife, the EU, in common with all other regions of the world, will be
unable to tackle economic and social issues. A failure to align the Juncker priorities with the new global
sustainable development agenda would either imply that they are already aligned with it, which is
manifestly false, or that the EU is not serious about its international commitments.

Key recommendations for the European Semester
Given the macroeconomic magnitude of climate and energy, the European Semester needs to reintegrate climate and energy. This could be done by systematically mainstreaming these policies
through all three pillars, see figure below.

Source: European Commission, adapted by Green Budget Europe

Introducing carbon budgets at national level should also be seen as an option, given its positive effects
on the other pillars.
In addition, we suggest for the Euro Area Member States, in the context of the “5-Presidents Report”,
to add a report from the national environmental agencies, reporting on progress towards climate and
energy policy targets, related macroeconomic implications and making recommendations for the next
Annual Growth Survey.
Country Reports should include these elements, including the SGD implementation, and Member
States would need to report on their progress and strategies within the National Reform Programmes.
The Stability Programmes, linked to the Stability and Growth Pact should include a report on how to
implement the Paris agreement, especially the “financial flow” obligation.
Proposal: Strengthening a low-carbon economy element for the Euro Area
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Source: European Commission, adapted by Green Budget Europe

Finally, we suggest to include an indicator on resource efficiency (i.e. on material use, carbon, water,
and land use) to the main scoreboard of indicators in the Macroeconomic Imbalance Procedure. Other
indicators would be possible here as well. The main objective is to ensure that the MIP does not works
against climate and energy policies by recognising their macroeconomic relevance.

A Resource efficiency indicator within the Macroeconomic Imbalance Procedure

Source: European Commission, adapted by Green Budget Europe
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Conclusions: Ensure “Permeability” between the Energy Union and the European
Semester
There are good reasons to retain links between the Energy Union and the European Semester:
1. The Semester itself has three pillars, as outlined in recent Annual Growth Surveys: pursuing
structural reforms, re-launching investment and responsible public finances. These three pillars
need to be underpinned by low carbon ambition in order to take account of the macroeconomic
impacts of the Energy Union, especially in light of the Paris Agreement and the financial flow
adjustment requirements of Article 2. After the agreement at COP 21, the Semester is no longer
fit for purpose and needs to be reformed in any event.
2. If macroeconomic issues arise, e.g. serious climate/energy shortfalls, the European Semester
needs to reflect this, e.g. in the Country-Specific Recommendations. An important point here is
that Finance Ministries which are the main actors in the Semester need to be pressed to engage
with climate and energy deliverables. Without this permeability, a lack of attention under the
Semester would devalue or undermine reaching key Energy Union objectives. It will also would
draw attention to Member States failing to pull their weight, as inaction undermines collective
effort. This will be even more important after 2020 when the Semester may stop monitoring
delivery on climate, renewables and energy efficiency.
3. With its focus on fiscal and structural reform matters as well as on investment, an aim of the
Semester is to deliver a tax shift (from labour to pollution / emissions / non-renewables). Until
now, this important tool has been under-used and the Commission will also need to deploy it
under the Energy Union (taxation and subsidy reform are mentioned under the Integrated Energy
Market pillar) as a means to boost investment and employment on the one hand, and deliver
benefits for climate, environment and resource use on the other. This is also in line with the
Sustainable Development Goals. The Governance arrangements for Energy Union need to
advance the implementation of fiscal instruments needed for the energy transition.
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Annex I: The European Semester - potential lobby
activities to bring back climate (and energy?) policy
1.

Influence the Annual Growth Surveys (AGS), published mid-November

Key rationale for every message should be the overall contribution to the
macroeconomic and fiscal stability of the EU and for individual Member States. More
specifically, it would be helpful to deliver robust data on how climate policy, Circular
Economy and resource efficiency help to achieve the three main goals of the Annual
Growth Survey: growth, jobs and investment.
Start in August and build preferably powerful alliances to bring your points to the attention of the
Secretariat General, President Juncker and First Vice-President Timmermans, Vice-President
Dombrovskis and Cabinet, DG ECFIN, DG TAXUD, DG ENER, DG EMPL and MEPs as well as contact points
in the national Ministries of Finance. It is important to point-out that climate policy, energy efficiency
and the Circular Economy have an enormous potential for job creation, cost-efficient investments,
elimination of unsustainable market distortions, while cutting emissions.
Example tax policy: All AGS identified several categories of tax policy challenges faced by EU Member
States. These tax policy challenges concern the potential of Member States for making their tax
structure more growth-friendly which means i.e. a tax shift from labour to environment and resource
use, as well as improving tax governance and the design of their taxes in their efficiency and fairness
dimensions.
EU Member States current fiscal systems are far from optimal. Labour taxes account for 53.3% of total
tax revenue in the Eurozone Area (Eurostat, 2014). Eurozone Area taxes on environment declined from
5.98% in 2011 to 5.8% in 2013 (Eurostat, 2015). There is an enormous opportunity to realise the double
dividend of an Environmental Fiscal Reform in order to consolidate national budgets in a cost-efficient
way and to lower the persistent high unemployment rate of 10.8% in September 2015 (Eurostat,
2015a) and the excessive energy dependence of 53.2% EU-28 average (Eurostat, 2015 b)3.
Example Circular Economy: The Semester process should be a key tool to achieve the transition that
is supposed to transform Europe into a more competitive resource–efficient economy. All Member
States should re-orient their economies, noting the multiple benefits this will have for sustainable
growth, quality jobs, energy security, health and environment.
Despite the announcement of First Vice President Timmermans that a new Circular Economy package,
presented on 2 December 2015, would be more ambitious as its predecessor, the Communication
(COM(2015)614/2) shows that the new Circular Economy package will have weaker targets for
3

Eurostat (2014). News Release (STAT/14/92) – Taxation Trends in the European Union, published 16 June 2014. Retrieved
on 14.12.2015 from http://europa.eu/rapid/press-release_STAT-14-92_en.pdf
Eurostat (2015). Shares of environmental and labour taxes in total tax revenues from taxes and social contributions - %
Environmental
taxes.
Retrieved
on
14.12.2015
from
http://ec.europa.eu/eurostat/tgm/printTable.do?tab=table&plugin=1&language=en&pcode=tsdgo410 &printPreview=true
Eurostat (2015a). Unemployment statistics. Retrieved on 14.12.2015 from http://ec.europa.eu/eurostat/statisticsexplained/index.php/Unemployment_statistics#Recent_developments_in_unemployment_at_a_Europe
an_and_Member_State_level
Eurostat (2015b). Energy production and imports. Retrieved on 14.12.2015 from
http://ec.europa.eu/eurostat/statistics-explained/index.php/Energy_production_and_imports
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recycling and landfill than its predecessor. It lacks a clear enforcement mechanism and integration into
the macro- economic policy coordination via the European Semester and emphasises waste
management instead of prevention by smart design, more reuse and recycling.
While the slightly more comprehensive product design and extended producer responsibility approach
is a first step in the right direction, it lacks crucial elements that were present in the withdrawn
proposal, such as a target to increase resource efficiency at EU level by 30% by 2030 compared with
2014 levels, and the monitoring of this in the context of the European Semester.
Binding targets on resource efficiency and measures on sustainable sourcing of raw materials are
crucially needed to reduce the EU ́s massive footprint. As long as circular economy does not contribute
to an effective and absolute reduction of resource consumption, and as long as resource consumption
is not integrated into the main tool to measure “jobs and growth” - the European Semester - it will not
bring us on the path of sustainable development.
2. Produce Country-Specific Recommendations
Start in October and contact Green Budget Europe if you wish to contribute to our CSR Report (see
here for the “2016 Alternative CSR report”).




Develop robust Country Specific Recommendations, including robust justifications on their growth,
jobs and investment contribution. Thus far, a key challenge when making recommendations has
been a lack of hard data on climate/economic/budgetary impacts. National governments are not
very keen on supplying such data, for obvious reasons, and so far the EU-Commission has not been
very entrepreneurial in acquiring them. Therefore, robust input is needed, and
Gather intelligence on barriers to and needs for the implementation of the CSRs of the previous
year.

3. Analyse Country Reports, published Mid-February
Given the streamlining approach since 2015 and as a consequence the dropping of climate and energy
policies from the European Semester, i.e. by releasing less Country-Specific Recommendations, the
Country Reports, published in Mid-February become a key instrument for advocacy.
Start in November to develop and propose specific climate/Circular Economy policy proposals for
inclusion in the Country Reports by bringing the detail of national expertise to the European level.
Commission officials and MEPs repeatedly confirmed that high quality data from national experts (like
the network co-ordinated by Green Budget Europe) can bring an added value to the reporting process.
Lobby, the Secretariat General, Vice-President Dombrovskis and Cabinet, DG ECFIN, DG TAXUD, DG
ENER, DG EMPL and MEPs European Semester Officers4 (ask GBE for an updated list) to raise awareness
for the importance of ambitious climate and Circular Economy policies, i.e. organising events in the
Member States from their budget.
GBE will inform you in October 2016 about our plans to produce a report for input into the Country
Reports.

4

European Semester Officers are EU Commission employees working in the Representations of the European Commission in
the Member States Capitals to create a bridge between the Member States and the Commission.
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4. Analyse the National Reform Programmes (to be submitted to the EU Commission by 15
April)






By November: Get into contact with your Ministry of Finance to lobby for active stakeholder
involvement in drafting the National Reform Programmes (NRPs);
Ask for the template for the NRPs and the guidelines issued by the European Commission in
November and produce your own NRP;
Advocate for the integration of your contribution to the National Reform Programme as a shadowreport (see example France for “Contribution from Stakeholders”, and
After 15 April: the EU Commission publishes all NRPs on its dedicated website. Assess the NRPs to

in order to track the climate/Circular Economy and overall quality of the report and send
it to EG ECFIN, CLIMA and the Secretariat General
5. Over the Year:











Work with upcoming EU Presidencies towards a more ambitious climate/Circular Economy agenda
i.e. by encouraging “Greening the European Semester Council conclusions”, joint meetings
between Ministers of Finance and Environment/Climate;
Work with the EU Parliament to highlight the importance of Stakeholder involvement and the
democratic deficit of the European Semester (i.e. hearing and individual meetings with
rapporteurs, amendments of own-initiative reports);
Establish good working relations with the so-called 'country desks' for target countries in DG ECFIN,
and – possibly together with national partners – feed-in concrete and specific recommendations
for Member States explicitly targeted in the project (ask GBE for an updated contact list);
Lobby for a resource-efficiency indicator within the main scoreboard of the Macroeconomic
Imbalance Procedure;
Bringing the Semester closer to EU citizens and involving Civil Society: So far the Semester remains
a closed club with negotiations taking place mainly between the European Commission and the
national governments only. The European Parliament and civil society organisations (CSOs) only
play a marginal role despite the direct effect fiscal measures in general and austerity policies in
particular exert on European citizens. The European Commission and national Governments need
to ensure an adequate involvement of CSOs in the Semester as well as to grant a meaningful
oversight to the European parliament and national parliaments to avoid a growing disconnection
between the Union and its citizens. Emphasising the role of civil society organisations and ensure
meaningful dialogue at all stages of the policy making process at EU and national level. What is
sought is effective civil dialogue at all government levels in the design, implementation and
evaluation of National Reform Programmes (by MSs) as well as the Annual Growth Survey and
Country-Specific Recommendations (by the Commission). Indicators, regular monitoring and
reporting on progress regarding civil society engagement will also be needed, and
Co-ordinate a roundtable between different key environmental NGOs: See the work of the crosssectorial “EU Alliance for a democratic, social and sustainable European Semester” as an example
at EU level.
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Annex II: Timeline of the European Semester and Actions

Source: European Commission

Annex III: Useful citations
A Roadmap for moving to a competitive low carbon economy in 2050, COM(2011) 112
“[…] In this context, the Commission has repeatedly emphasized the positive employment benefits if
revenues from the auctioning of ETS allowances and CO2 taxation are used to reduce labour costs,
with the potential to increase total employment by up to 1.5 million jobs by 2020.” Link
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Flagship Initiative: Resource efficient Europe, COM(2011) 21
“The aim is to support the shift towards a resource efficient and low-carbon economy that is efficient
in the way it uses all resources. The aim is to decouple our economic growth from resource and energy
use, reduce CO2 emissions, enhance competitiveness and promote greater energy security.
At EU level, the Commission will work:
–– To enhance a framework for the use of market-based instruments (e.g. emissions trading,
environmental taxation, etc.)“ Link

Eunomia / Aarhus University / IEEP report (2014)
EUR 38 billion in 2017 and EUR 111 billion in 2025 additional revenue.
Indirect benefits:



Reduced environmental impacts with benefits ranging from 0.02% of GDP in Denmark, the
Netherlands and the UK to 0.81% of GDP in Latvia in 2025.
The study provides a regular mechanism to monitor Member States’ progress on various issues
and recommends improvements in this regard. Link

7th Environmental Action Programme, DECISION No 1386/2013/EU
“The Union and its Member States will need to put in place the right conditions to ensure that
environmental externalities are adequately addressed, including by ensuring that the right market
signals are sent to the private sector, with due regard to any adverse social impacts. This will involve
applying the polluter-pays principle more systematically, in particular through phasing out
environmentally harmful subsidies at Union and Member State level, guided by the Commission, using
an action-based approach, inter alia, via the European Semester, and considering fiscal measures in
support of sustainable resource use such as shifting taxation away from labour towards pollution.” Link

Council Conclusions on Greening the European Semester, October 2014
“Shifting taxation from labour to pollution, energy and resource use in a budgetary neutral manner
may be an appropriate tool to promote employment creation and greening the economy.” (p. 3)
“Furthermore, key instruments which could be strengthened are, among others, implementation of
the polluter pays principle…” (p. 3)
“[…] Underline the need for further “greening” the European Semester and the Europe 2020 Strategy”
(p. 4) Link

General Secretariat of the Council, 9 October 2015 Greening the European Semester:
environmentally harmful subsides and implementation of environmental legislation
“The European Semester is a key process for ensuring that Member States return to higher growth
levels; it identifies complementarities between economic and environmental challenges in a way that
highlights the opportunities for new sources of economic growth. Phasing out of environmentally
harmful subsidies (as part of an environmental fiscal reform) has been identified as one of those
opportunities. The fact that, currently, fiscal consolidation is a top priority in many Member States
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creates an opportunity to accelerate the reform: to increase public revenues, and at the same time to
achieve efficiency gains and environmental benefits. Some Member States have successfully
implemented recommendations put forward in this area; good practices exist and can easily be
followed. But they can only work if a level playing field is ensured across the EU by also closing the
implementation gap of the key environmental obligations.” (p. 3)
“The Europe 2020 strategy includes, within its Resource Efficient Europe 2 flagship initiative, a call on
Member States "to phase out environmentally harmful subsidies, limiting exceptions to people with
social needs". To do so, in the Roadmap to a Resource-efficient Europe 3 , Member States were called
upon to identify the most significant EHS, prepare plans and timetables to phase out EHS and report
on these as part of their National Reform Programmes in the context of the European Semester.” (p.
4)
“EHS can therefore lock us into inefficient practices and business structures, lead to policy
inconsistencies, and hinder investment in greener technologies or practices. Therefore, they delay the
transition towards a more resource-efficient low-carbon economy and undermine EU environmental
objectives and, as regards FFS, energy and climate ones.” (p. 9)
Link
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Annex IV: Advocacy letter template on National Reform Programme
[Name of sending organisation
Address & contact information]

Attn: Ministers responsible for the preparation of National Reform Programmes under the Europe
2020 Strategy
RE: Ownership and engagement of civil society and other stakeholders in the drafting,
implementation, and monitoring of the NRPs
[date]
Dear Minister,
I am writing on behalf of [organsation and a one-line description of its mission, link to website].
We are aware of your concern and preoccupation to ensure that stakeholders, including civil society,
actively and systematically engage in the processes of the European Semester and Europe 2020, in
order to ensure ownership of the proposed measures, particularly in the National Reform
Programmes. This has been backed by a number of strong references in recent European-level
documents, such as the Annual Growth Survey, the Guidance Note for the NRPs, or the “5 Presidents
Report”.
Building on this preoccupation, we would like to find out more about the opportunities for stakeholder
involvement in the upcoming European Semester, and to explore the possibility of setting up an
ongoing partnership between Government and civil society to that end.
[Insert appropriate paragraph about work done by your organization, how many people you represent,
and specific experience and expertise with your constituents, making the link to the Europe 2020
priorities, and emphasizing how your input is crucial to achieving particular targets. Highlight previous
involvement with NRPs / Europe 2020 / the Semester, including through Green Budget Europe at EU
level]
Developing policies which are evidence-based and which start from needs assessment performed on
the ground, taking on board what solutions have worked or not in the past is the right way to achieve
the Europe 2020 targets. Additionally, incorporating the concerns of civil society organisations in the
preparation and drafting of National Reform Programmes is a fundamental prerequisite of democracy,
transparent governance, and ownership. France started to publish a report of Civil Society
Organisations alongside the National Reform Programme and [insert name of your country] should do
the same.
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We hope that these considerations will be taken into account and that [name of country] will have an
open and collaborative process of drafting of the National Reform Programme, associating
stakeholders, including civil society, in a meaningful way, for instance by signing partnership
agreements of cooperation protocols. We are ready to support the Government with our expertise
and direct experience with beneficiaries, to ensure that policies reach their objectives, and that public
funding is correctly spent to reach those most in need.
We are looking forward to your reply regarding engagement opportunities.
Yours sincerely,
[Signature]

[Director/President of the organization]
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Glossary of Terms and Acronyms
ALERT MECHANISM REPORT (AMR)
It is the starting point of the yearly cycle of the Macroeconomic
Imbalance Procedure (MIP), which aims at identifying and
addressing imbalances that hinder the smooth functioning of the
EU economies and may jeopardise the proper functioning of the
Economic and Monetary Union. The AMR identifies the Member
States for which further analysis (in the form of an in-depth review) is necessary, in order to decide
whether an imbalance in need of policy action exists. It is an initial screening device, based on a
Scoreboard of indicators with indicative thresholds, plus a set of auxiliary indicators. The in-depth
reviews are published in spring and feed into the analysis underpinning the Country-Specific
Recommendations.

ANNUAL GROWTH SURVEY (AGS)
The Annual Growth Survey is the main tool for EU-level economic policy coordination, and it ensures
that Member States align their budgetary and economic policies with the Stability and Growth Pact
and the Europe 2020 Strategy. It is the basis for building a common understanding about the priorities
for action at the national and EU level, and should feed into national economic and budgetary
decisions, which Member States will set out in Stability and Convergence Programmes (under the
Stability and Growth Pact) and National Reform Programmes (under the Europe 2020 Strategy) in April.
These programmes will form the basis for the European Commission's proposals for Country-Specific
Recommendations in May.

COUNTRY-SPECIFIC RECOMMENDATIONS (CSRs)
These are documents prepared by the European Commission for each Member State, analyzing its
economic situation and providing recommendations on measures it should adopt over the coming 12
months. They are tailored to the particular issues the Member State is facing, and cover a broad range
of topics: the state of public finances, reforms of pension systems, measures to create jobs and to fight
unemployment and poverty, education and innovation challenges, etc.

DIRECTORATE GENERAL (DG)
The European Commission is divided into departments known as Directorates-General (DGs), each
covering a specific policy area and headed by a Commissioner. There are currently 27 DGs in the
European Commission, corresponding to 27 Commissioners (one per Member State). The DGs cover
similar policy areas to Ministries in national governments.

EURO PLUS PACT
The Euro Plus Pact is a 2011 plan, in which some Member States of the European Union make concrete
commitments to a list of political reforms, which are intended to improve the fiscal strength and
competitiveness of each country. The Euro Plus Pact has four broad strategic goals: fostering
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competitiveness; fostering employment; contributing to the sustainability of public finances;
reinforcing financial stability; tax policy coordination.

EUROPE 2020 STRATEGY
Europe 2020 is the European Union’s ten-year strategy for smart, sustainable and inclusive growth,
agreed by the European Council in 2010. It relies on five headline targets for the EU to achieve by the
end of the decade. These cover employment (75% employment rate); education (reduce the earlyschool-drop-out rate below 10% and foster tertiary education); research and innovation;
climate/energy; social inclusion and poverty reduction (lifting at least 20 million people out of poverty
and social exclusion). The Strategy also includes seven “Flagship Initiatives”, providing a framework
through which the EU and national authorities mutually reinforce their efforts in areas supporting the
Europe 2020 priorities.

EUROPEAN SEMESTER
The "European Semester" is a cycle of economic and fiscal policy coordination within the EU, occupying
the six-month period from the beginning of each year. It begins with the Annual Growth Survey (in
November of the previous year), in which the Commission provides an analysis on the basis of the
progress on Europe 2020 targets, a macro-economic report and the joint employment report, and sets
out their approach to recovery and growth, concentrating on key priorities. This cycle forms the basis
for ex-ante economic coordination at EU level, while national budgets are still under preparation, and
will be discussed by Council formations and the European Parliament ahead of the spring meeting of
the European Council in March. At the Spring Council, Member States, essentially on the basis of the
Annual Growth Survey priorities, and implementation of the previous Country Specific
Recommendations (see above), will identify the main challenges facing the EU, and give strategic
advice on policies. Taking this guidance into account, the Member States will present and discuss their
medium-term budgetary strategies through Stability and Convergence Programmes and, at the same
time, draw up National Reform Programmes, setting out the action they will undertake in areas such
as employment, research, innovation, energy or social inclusion. These two documents will be then
sent in April to the European Commission for assessment. Based on the Commission's assessment, the
Council will issue Country-Specific Recommendations (CSRs) by June and July. Each July, the European
Council and the Council of Ministers will provide policy advice before Member States finalise their draft
budgets for the following year, during the autumn (the so-called “national semester”).

FISCAL COMPACT
The Treaty on Stability, Coordination and Governance in the Economic and Monetary Union (also
known as the Fiscal Compact) is an intergovernmental treaty introduced as a new, stricter version of
the previous Stability and Growth Pact. It was signed on 2 March 2012 by all Member States of the
European Union, except the Czech Republic and the United Kingdom. Ratifying Member States are
required to have enacted laws requiring their national budgets to be in balance or in surplus, within
the Treaty's definition. These laws must also provide for a self-correcting mechanism to prevent their
breach.
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INTEGRATED GUIDELINES
These are a set of 8 guidelines, developed by the European Commission, aimed at helping Member
States to implement the 5 overarching targets of thee Europe 2020 Strategy (see above). While the
first 4 are macro-economic guidelines, the final 4 are the so-called “employment guidelines”, and
underpin the employment, education, and poverty-reduction targets of Europe 2020. The Guidelines
are supposed to provide a basis for the National Reform Programmes elaborated annually by Member
States under Europe 2020.

MACROECONOMIC IMBALANCES PROCEDURE (MIP)
This is a surveillance mechanism that aims to identify potential risks early on, prevent the emergence
of harmful macroeconomic imbalances, and correct the imbalances that are already in place. The
annual starting point of the MIP is the Alert Mechanism Report: Based on a scoreboard of indicators,
it is a filter to identify countries and issues for which a closer analysis (in-depth review) is deemed
necessary. The outcome of these in-depth reviews forms the basis for further steps under the MIP,
whereby a graduated approach is followed reflecting the gravity of imbalances. The MIP has a
preventive and a corrective arm. The latter is made operational by the Excessive Imbalance Procedure,
which can eventually lead to sanctions for euro area Member States if they repeatedly fail to meet
their obligations.

MID-TERM REVIEW (EUROPE 2020)
Evaluation of the progress achieved in reaching the five headline targets of the Strategy, and of the
implementation of the seven Flagship Initiatives, as well as the approach and priorities of the Strategy.
It is scheduled to take place in 2015. In 2016, the European Commission issues a stock-taking
Communication and opened a public consultation.

MP / MEP
An MP is a Member of a national Parliament. An MEP is a Member of the European Parliament.

NATIONAL REFORM PROGRAMMES (NRP)
These are annual plans submitted by the Governments of the Member States in April of each year, for
the duration of the Europe 2020 Strategy (2010-2020). They are meant to show how Member States
are implementing the overarching targets of Europe 2020 (translated into national targets), while
taking into account the Integrated Guidelines (see above), as well as the priorities of the Annual
Growth Survey (see above) and the Spring Council Conclusions.

SIX-PACK
This is a set of European legislative measures to reform the Stability and Growth Pact, introducing
greater macroeconomic surveillance. These measures were bundled into a "six pack" of regulations,
which entered into force 13 December 2011, after one year of preceding negotiations. The six
regulations aim at strengthening the procedures to reduce public deficits and address macroeconomic
imbalances.
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SOCIAL PROTECTION COMMITTEE (SPC)
The Social Protection Committee was established in 2000, in order to serve as a vehicle for cooperative
exchange between the European Commission and the Member States, about modernising and
improving social protection systems. The Committee consists of two representatives appointed by
each Member State, and two representatives of the Commission. The national delegates of the SPC
provide a voice for national Governments in the framework of the EU strategy for social inclusion and
social protection, and monitor closely the initiatives launched in this process.

SPRING EUROPEAN COUNCIL
Meeting of the European Council (comprising the Heads of State or Government of the 27 Member
States of the European Union), which usually takes place in March of each year. Among other issues,
it issues Conclusions meant to provide guidance to Member States for their economic, financial, and
social policy, to be reflected in the National Reform Programmes.

STABILITY AND GROWTH PACT
The Stability and Growth Pact is an agreement among the 28 Member states of the European Union
to facilitate and maintain the stability of the Economic and Monetary Union (EMU). Based primarily on
Articles 121 and 126 of the Treaty on the Functioning of the European Union, it consists of fiscal
monitoring of members by the European Commission and the Council of Ministers, and the issuing of
a yearly recommendation for policy actions. If a Member State breaches the outlined maximum limit
for government deficit and debt, the surveillance and request for corrective action will intensify
through the declaration of an Excessive Deficit Procedure (EDP); and if these corrective actions
continue to remain absent after multiple warnings, the Member State can ultimately be issued
economic sanctions.

STABILITY / CONVERGENCE REPORTS
The preventive arm of the Stability and Growth Pact requires Member States to submit Stability or
Convergence Programmes to the European Commission every spring. Stability Programmes are
submitted by euro area Member States, while Convergence Programmes, which also contain monetary
strategies, are submitted by non-euro area Member States. The main function of these reports is to
allow the Commission and the Council to assess whether Member States' have reached their mediumterm budgetary objectives (MTOs) or are on an appropriate adjustment path towards them.
Consistency in Member States' plans with the policy guidelines adopted at the European level is also
examined. The Programmes are submitted annually in April, and assessed as part of the European
Semester, so that policy advice on fiscal policy planning is provided before key decisions are taken on
national budgets for the following years.

TWO-PACK
The Stability and Growth Pact (SGP) sets the well-known limits for budget deficits and public debt of
3% and 60% of GDP, respectively. However, the global economic and financial crises exposed
shortcomings in economic governance and budgetary surveillance at the EU level, especially given the
higher potential for spillover effects of budgetary policies in a common currency area. The European
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Commission thus proposed two further regulations, introducing stronger mechanisms specifically for
the euro area. The new measures mean increased transparency on their budgetary decisions, stronger
coordination in the euro area starting with the 2014 budgetary cycle, and the recognition of the special
needs of euro area Member States under severe financial pressure.
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