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Stability and Growth Pact

e adopted in 1997

e to maintain and enforce fiscal
discipline in the European
Monetary Union

17 Member States covered by
the Pact + 7 will be covered in

the future
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Stability and Growth Pact
- principles

Two basic criteria;

e an annual budget deficit no
higher than 3% of GDP

e a national debt lower than
60% of GDP
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Stability and Growth Pact
1997 - 2010

e Some countries running "excessive"
deficits without sanctions, |

e In March 2005 the EU Councill
relaxed the Pact’s rules

* when the crisis appeared EU
leaders realized that the procedures
had to be tightened up
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Stability and Growth Pact
- change of principles (2011)

an annual expenditure growth not exceeding a
medium-term rate of GDP growth

Member States, with debt exceeding 60% of
GDP required to reduce the debt at a pre-

defined pace f

a hew set of financial sanctions .
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EUROSTAT's Role

-~

eurostat
S

e responsible for the measurement of
parameters identified in the Pact

e works In close cooperation with
national statistical offices

e ESA 95 consistent with SNA Is used
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EURSTAT'S
Methodological Framework

Beyond ESA 95 the framework
CoOmprises:

e the ESA 95 Manual

e guidance notes on issues not fully
covered by the Manual

« EUROSTAT decisions on specific topics
 bilateral advice to the Member States
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EUROSTAT’s Role In the
Excessive Deficit Procedure

e publishes the verified and, if
necessary, amended data,
reported by the Member
States

e prepares reports on the
guality of the data reported
by the Member States
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EUROSTAT
Towards Pension Reforms

g

e opinion on the new Swedish
pension system (1997 )

* the new chapter to the Manual | 1
on ESA 95 (2004) -

IR Y

European Economic and Social Committee




EUROSTAT 2004 Decision (1)

» the expression "mixed schemes”
covers cases where a government
unit is involved simultaneously in the
management of two kinds of : ‘t eW
schemes ’

e as the pension benefits are not
financed In the same way, the total
flows must be treated differently in

national accounts m
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EUROSTAT 2004 Decision (2)

 The flows of contributions to the unit
responsible for the defined-
contributions funded scheme and the
flows of benefits from this unit are in no
way part of government revenue or
expenditure

* athree-year transition period was
announced to provide a certain

flexibility m
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Stability and Growth Pact

and the Explicit Debt Problem (1)

In 2005, 1t was decided that:

e structural reforms would be taken into
account

* the reforms must have direct long-term cost-
saving effects and a positive impact on the
sustainability of public finances

* a detalled cost-benefit analysis of those
reforms would need to be provided
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Stability and Growth Pact
and the Explicit Debt Problem (2)

Restrictive European Commission proposal
iIn 2010:

» the cost of the reform considered only for
only five years from the date of the reform

 the cost reflected in debt considered for
five years from the date of entry into force
of the proposed Regulation
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Stability and Growth Pact
and the Explicit Debt Problem (3)

Package of rules was adopted by

Finance Ministers
e the cost of the reform will be taken _
Into account for an unlimited -t
period of time
A\

 nobody knows what size of deficit

would be allowed
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Implicit Debt Problem
In EU Documents

In 2005 EU Council declared that:

« Implicit liabilities should be taken into
account, as soon as criteria and
modalities for doing so are established

* the Commission should reporton
progress achieved towards the @

methodology by the end of 2006 -
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New Treatment of Pension Obilgations
According to ESA 2010

SNA 2008 brings new treatment of pensions:

* no liabilities of unfunded social security
schemes will be recorded in the main
national accounts

o "Supplementary" statistical table for ﬁ
pensions, showing the accrued-to-date
pension obligations of all schemes will be
published by all countries
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EU ,,Green Paper on Pensions”
(2010)

“the monitoring of implicit
liabilities could be strengthened
to allow for a better assessment
of the impact on the e
sustainability of public finances f"ff".:"" -
of pension schemes run by both ==~
public and private entities.”
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European Economic and Social
Committee Opinion (2011)

e the current framework must be
supplemented by monitoring and
reporting on implicit pension liablilities

 revising Stability and Growth Pact
must ensure that the outcome of
reforms increasing explicit and
reducing implicit liabilities are
reflected properly
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Thank You for Your Attention

Krzysztf Pater

kpater@gazeta.pl
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