
7839/11 RN/mf 1
DG G 1A EN

COUNCIL OF
THE EUROPEAN UNION

Brussels, 17 March 2011

Interinstitutional File:
2010/0281 (COD)

7839/11

ECOFIN 144
UEM 46
SOC 245
CODEC 432

NOTE
from: General Secretariat of the Council
to: Delegations
Subject: A draft Regulation of the European Parliament and of the Council on the 

prevention and correction of macroeconomic imbalances

A draft Regulation of the European Parliament and of the Council on the prevention and correction 

of macroeconomic imbalances.

_______________

Encl.:



7839/11 RN/mf 2
ANNEX DG G 1A EN

ANNEX

DRAFT

REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

on the prevention and correction of macroeconomic imbalances

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty on the Functioning of the European Union, and in particular Article 

121(6) thereof,

Having regard to the proposal from the European Commission,

Having regard to the opinion of the European Central Bank,

After transmission of the draft legislative act to the national Parliaments,

Having regard to the opinion of the European Economic and Social Committee1,

Acting in accordance with the ordinary legislative procedure,

Whereas:

(1) The coordination of the economic policies of the Member States within the Union, as 

provided for by the Treaty, should entail compliance with the guiding principles of stable 

prices, sound public finances and monetary conditions and a sustainable balance of 

payments.

(2) There is a need to build upon the experience gained during the first decade of functioning of 

the economic and monetary union.

  
1 OJ C , , p. .
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(3) In particular, surveillance of the economic policies of the Member States should be 

broadened beyond budgetary surveillance to include a more detailed and formal framework 

to prevent excessive macroeconomic imbalances and help the Member States affected devise 

corrective plans before divergences become entrenched. This broadening of the economic 

surveillance framework should go in parallel with deepening of fiscal surveillance.

(4) To help address such imbalances, a procedure laid down in detail in legislation is necessary.

(5) It is appropriate to supplement the multilateral surveillance referred to in Article 121(3) and 

(4) of the Treaty with specific rules for the detection of macro-economic imbalances, as well 

as the prevention and correction of excessive macroeconomic imbalances within the Union..

(6a) This procedure should rely on an alert mechanism for early detection of emerging 

macroeconomic imbalances. It should be based on use of a transparent scoreboard combined 

with economic judgment. This judgement should take account inter alia nominal and real 

convergence inside and outside the euro area.

6(b) According to Article 121.1 TFEU the Member States shall coordinate their economic 

policies within the Council. Accordingly, the Commission and the Council should closely 

cooperate when drawing the scoreboard and the set of macroeconomic and macrofinancial 

indicators for Member States.

(7) The scoreboard should consist of a limited set of economic and financial indicators relevant 

to detection of macroeconomic imbalances, with corresponding indicative thresholds. The 

composition of the scoreboard may evolve in time, inter alia due to evolving threats to 

macroeconomic stability or enhanced availability of relevant statistics. The indicators and 

thresholds shall be adjusted when necessary.

(8) In relation to non-euro area countries, in developing the scoreboard due consideration should 

also be given to catering for heterogeneous economic circumstances, including catching-up 

effects, and where appropriate, this could result in differentiated thresholds.
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(9) The crossing of one or more indicative thresholds need not necessarily imply that 

macroeconomic imbalances are emerging, as economic policy-making should take into 

account inter-linkages between macroeconomic variables. Economic judgment should 

ensure that all pieces of information, whether from the scoreboard or not, are put in 

perspective and become part of a comprehensive analysis.

(10) Based on the multilateral surveillance procedure and the alert mechanism or in the event of 

unexpected, significant economic developments that require urgent analysis for the purpose 

of this Regulation, the Commission should identify the Member States to be subject to an in-

depth review. The in-depth review should encompass a thorough analysis of sources of 

imbalances in the Member State under review taking due account of country specific 

economic conditions and circumstances and of a wider set of analytical tools, indicators and 

qualitative information of country specific nature. When the Commission is drawing up the 

in-depth review, the Member State will collaborate to ensure that the information available 

to the Commission is as complete and correct as possible.  Furthermore, the Commission 

shall give due consideration to any other information which, in the opinion of the Member 

States concerned are relevant, and which the Member State has put forward to the 

Commission and to the Council.

 The in-depth review, should be discussed within the Council and the Euro Group for the 

Member States whose currency is the euro. The in-depth review shall take into account, 

where appropriate, Council recommendations or invitations addressed to Member States 

under review adopted in accordance with Articles 121 and 126 of the Treaty and under 

Articles 6, 7, 8 and 10 of this Regulation and  the policy intentions of the Member State 

under review, as reflected in National Reform Programs, as well as international best 

practices as regards indicators and methodologies. When the Commission decides to carry-

out an in-depth study in the event of significant and unexpected economic developments that 

require urgent analysis, it should inform the Member States concerned.
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(11a) When assessing imbalances, account should be taken of their severity, and of the potential 

negative economic and financial spillovers which aggravate the vulnerability of the EU 

economy and are a threat to smooth functioning of the monetary union.

Actions to address macroeconomic imbalances and divergences in competitiveness are 

required in all Member States, particularly in the euro area. However the nature, importance 

and urgency of the policy challenges may differ significantly depending on the Member 

States concerned. Given vulnerabilities and the magnitude of the adjustment required, the 

need for policy action is particularly pressing in Members States showing persistently large 

current-account deficits and competitiveness losses.

Also in Members States that accumulate large current account surpluses policies should aim 

to identify and implement the structural reforms that help strengthening their domestic 

demand and growth potential.

(11b) The economic adjustment capacity and the track record of the Member State concerned as 

regards compliance with earlier recommendations issued under this Regulation and other 

recommendations issued under Article 121 of the Treaty as part of multilateral surveillance, 

in particular the broad guidelines for the economic policies of the Member States and of the 

Union, should also be considered.

(11c) A procedure to monitor and correct adverse macroeconomic imbalances, with preventive 

and corrective elements, will require enhanced surveillance tools based on those used in the 

multilateral surveillance procedure. This may include enhanced surveillance missions by the 

Commission, in liaison with the European Central Bank for euro area and ERM 2 Member 

States, to Member States and additional reporting by the Member State in case of severe 

imbalances, including imbalances that jeopardise the proper functioning of the economic 

and monetary union.
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(12) If macroeconomic imbalances are identified, recommendations, when appropriate involving 

relevant Committees, should be addressed to the Member State concerned to provide 

guidance on appropriate policy responses. The policy response of the Member State 

concerned to imbalances should be timely and should use all available policy instruments 

under the control of public authorities. It should be tailored to the specific environment and 

circumstances of the Member State concerned and cover the main economic policy areas, 

potentially including fiscal and wage policies, labour markets, product and services markets 

and financial sector regulation. The commitments under the ERM 2 agreements need to be 

taken into account.

(13) The early warnings and recommendations by the European Systemic Risk Board to Member 

States or the Union address risks of a macrofinancial nature. These may also warrant 

appropriate follow-up action in the context of the surveillance of imbalances.

(14) If severe macroeconomic imbalances are identified, including imbalances that jeopardise the 

proper functioning of economic and monetary union, an excessive imbalance procedure 

should be initiated that may include issuing recommendations to the Member State, 

enhanced surveillance and monitoring requirements and in respect of Member States whose 

currency is the euro, the possibility of enforcement in accordance with Regulation (EU) No 

[…/…]1 in the event of sustained failure to take corrective action.

(15) Any Member State placed under the excessive imbalance procedure should establish a 

corrective action plan setting out details of its policies designed to implement the Council 

recommendations. The corrective action plan should include a timetable for implementation 

of the measures envisaged. It should be endorsed by the Council on a report from the 

Commission.

  
1 OJ L […], […], […].
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(16) Since an effective framework for detection and prevention of macroeconomic imbalances 

cannot be sufficiently achieved by the Member States because of the deep trade and 

financial inter-linkages between Member States and the spillover effect of national 

economic policies on the Union and the euro area as a whole and can be better achieved at 

Union level, the Union may adopt measures in accordance with the principle of subsidiarity, 

as set out in Article 5 of the Treaty on European Union. In accordance with the principle of 

proportionality, as set out in the same Article, this Regulation does not go beyond what is 

necessary to achieve those objectives.

(17) If the Council considers that a Member State is no longer affected by an imbalance that is 

excessive, the excessive imbalance procedure will be closed following the Council's 

abrogation of the recommendations under Article 7, 8 and 10 on a recommendation from the 

Commission. This will be based on a comprehensive Commission analysis showing that the 

Member State has acted in line with Council recommendations and showing that the 

underlying causes and associated risks identified in the Recommendation opening the 

excessive imbalance procedure no longer remain, inter alia taking account of macro-

economic developments, prospects and spill-over effects. A public statement should be 

made to signal the closure of the excessive imbalance procedure.
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HAVE ADOPTED THIS REGULATION:

CHAPTER I

SUBJECT MATTER AND DEFINITIONS

Article 1

Subject matter

This Regulation sets out detailed rules for the detection of macro-economic imbalances, as well as 

the prevention and correction of excessive macroeconomic imbalances within the Union. 

Article 2
Definitions

For the purposes of this Regulation:

(a) ‘imbalances’ means macroeconomic developments which are adversely affecting, or have 

the potential adversely to affect, the proper functioning of the economy of a Member State 

or of economic and monetary union, or of the Union as a whole.

(b) ‘excessive imbalances’ means severe imbalances, including imbalances that jeopardise or 

could jeopardise the proper functioning of economic and monetary union.
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CHAPTER II

DETECTION OF IMBALANCES

Article 3

Alert mechanism

1. The alert mechanism is designed to facilitate the early identification and monitoring of 

imbalances. The Commission shall prepare an annual report containing a qualitative economic and 

financial assessment based on a scoreboard with a set of indicators compared to the indicative 

thresholds. The report including the values of the indicators of the scoreboard shall be made public.

2. The Commission report shall contain an economic and financial assessment putting the 

movement of the indicators into perspective, drawing if necessary on other relevant economic and 

financial indicators when assessing the evolution of imbalances. The report shall also indicate 

whether the crossing of thresholds in one or more Member States signifies the possible emergence 

of imbalances.

3. The report shall identify Member States that the Commission considers may be affected by, or 

may be at risk of being affected by imbalances.

4. As part of the multilateral surveillance in accordance with Article 121(3) of the Treaty, the 

Council shall discuss and carry out an overall assessment  on the Commission report. The Euro 

Group shall discuss the report as far as it relates, to Member States whose currency is the euro.
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Article 4

Scoreboard

1. The scoreboard including indicators shall be used as a tool to facilitate early identification and 

monitoring of imbalances.

2. The scoreboard shall be made up of a small number of relevant, practical, simple ,measurable and 

available macroeconomic and macro-financial indicators for Member States. The scoreboard shall 

also include indicative thresholds for these indicators to serve as alert levels. The choice of 

indicators and thresholds shall be conducive towards promoting competitiveness in the EU. The 

scoreboard of indicators, and in particular alert thresholds, shall be differentiated for euro and non-

euro area Member States if justified by specific features of the monetary union and  relevant 

economic circumstances.

3. The list of indicators and the thresholds to be included in the scoreboard shall be made public.

4. The appropriateness of the scoreboard, including the composition of indicators, the thresholds set 

and the methodology used are to be assessed on a regular basis and adjusted or modified when 

necessary. Changes in the underlying methodology and composition of the scoreboard and the 

associated thresholds shall be made public.

5. The values for the indicators on the scoreboard are to be updated at least on a yearly basis.

Article 5

In-depth review

1. Taking due account of the discussions in the Council and the Euro Group, as provided for in 

Article 3(4), or in the event of unexpected, significant economic developments that require urgent 

analysis for the purpose of this Regulation, the Commission shall prepare an in-depth review for 

each Member State. it considers may be affected by, or may be at risk of being affected by 

imbalances.
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2. The in-depth review  shall include an evaluation of whether the Member State in question is 

affected by imbalances, and of whether these imbalances constitute excessive imbalances. It shall 

take into account, in particular:

(a) where  appropriate, Council recommendations or invitations addressed to Member States 

under review adopted in accordance with Articles 121 and 126 of the Treaty and under 

Articles 6, 7, 8 and 10 of this Regulation;

(b) the policy intentions of the Member State under review, as reflected in National Reform 

Programs and where appropriate in the Stability and Convergence Programme;

(c) any early warnings or recommendations from the European Systemic Risk Board relevant to 

the Member State under review while respecting the confidentiality requirements of the 

European Systemic Risk Board.

3. The in-depth review shall be made public.

Article 6

Preventive action

1. If, on the basis of its in-depth review referred to in Article 5 of this Regulation, the Commission 

considers that a Member State is experiencing imbalances, it shall inform the Council and the Euro 

Group accordingly. The Council, on a recommendation from the Commission, may address the 

necessary recommendation to the Member State concerned, in accordance with the procedure set 

out in Article 121(2) of the Treaty.

2. The Council shall inform the European Parliament of  the recommendation. The Council 

recommendation shall be made public.

3. The Council shall review the recommendation annually and may adjust it  if appropriate in 

accordance with paragraph 1.
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CHAPTER III

EXCESSIVE IMBALANCE PROCEDURE

Article 7

Opening of the excessive imbalance procedure

1. If, on the basis of the in-depth review referred to in Article 5, the Commission considers that the 

Member State concerned is affected by excessive imbalances, it shall inform the Council and the 

Euro Group accordingly.

2. The Council, on a recommendation from the Commission, may adopt recommendation in 

accordance with Article 121(4) of the Treaty declaring the existence of an excessive imbalance and 

recommending the Member State concerned to take corrective action. The recommendation shall set 

out the nature and implications of the imbalances and specify a set of policy recommendations to be 

followed and the deadline within which the Member State concerned must submit a corrective 

action plan. The Council may, as provided for in Article 121(4) of the Treaty, make its 

recommendation public.

Article 8

Corrective action plan

1. Any Member State for which an excessive imbalance procedure is opened shall submit a 

corrective action plan to the Council and the Commission within a deadline to be defined in the 

recommendation in accordance with Article 7. The corrective action plan shall set out the specific 

policy actions the Member State concerned has implemented or intends to implement and shall 

include a timetable for implementation thereof.
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2. Within two months after submission of a corrective action plan and on the basis of a Commission 

report, the Council shall assess the corrective action plan. If considered sufficient, on the basis of a 

Commission recommendation, the Council shall endorse it through a recommendation that lists the 

required specific actions and the deadlines for taking them and establish a timetable for surveillance 

paying due attention to the transmission channels and recognising that there may be long lags 

between the adoption of the corrective action and the actual resolution of imbalances.

3. If the actions taken or envisaged in the corrective action plan or their timetable for 

implementation are considered insufficient, on the basis of a Commission recommendation, the 

Council shall adopt a recommendation to the Member State to submit a new corrective action plan 

within  two months as a rule. The new corrective action plan shall be examined according to the 

procedure laid down in this article.

4. The corrective action plan, the Commission report and the Council recommendation referred to in 

paragraphs 2 and 3 shall be made public.

Article 9

Monitoring of corrective action

1. The Commission shall monitor implementation of the recommendation adopted under article 8.2.  

For this purpose, the Member State shall report to the Council and the Commission at regular 

intervals in the form of progress reports whose frequency shall be established by the Council in the 

recommendation referred to in Article 8(2).

2. Member States’ progress reports shall be made public by the Council.

3. The Commission may carry out surveillance missions, in liaison with the European Central Bank 

for euro area and ERM 2 Member States, to the Member State concerned to monitor 

implementation of the corrective action plan.
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4. In the event of relevant major change in economic circumstances, the Council, on a 

recommendation from the Commission, may amend the recommendations adopted under Article 8.2 

in accordance with the procedure laid down in the same Article. Where appropriate, the Member 

State concerned shall be invited to submit a revised corrective action plan that shall be assessed in 

accordance with the procedure laid down in Article 8.

Article 10

Assessment of corrective action

1. On the basis of a Commission report, the Council shall assess whether the Member State 

concerned has taken the recommended corrective action in accordance with the recommendation 

issued under Article 8.2.

2. The Commission’s report shall be made public.

3. The Council shall make its assessment by the deadline set by the Council in its recommendations 

adopted in accordance with Article 8.2.

4. Where it considers that the Member State has not taken the recommended corrective action, the 

Council, on a recommendation from the Commission, shall adopt a recommendation declaring non-

compliance and, , setting new deadlines for taking corrective action.

In this case, the European Council shall be informed and the conclusions of the surveillance 

missions referred in Article 9.3 will be made public.

5. Where the Council considers that the Member State has taken the recommended corrective 

action, the excessive imbalance procedure shall be considered to be on track and placed in a 

position of abeyance and monitoring shall continue in accordance with the timetable adopted in the 

recommendations under Article 8.2. The Council shall make public its reasons for placing the 

procedure in a position of abeyance recognising the corrective policy actions taken by the Member 

State.
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Article 11

Closing of the excessive imbalance procedure

The Council shall abrogate recommendations issued under Articles 7, 8 and 10 on a 

recommendation from the Commission as soon as it considers that the Member State is no longer 

affected by excessive imbalances as outlined in the Recommendation referred to in Article 7(2) and 

shall make a public statement reflecting that fact.

Article 11b 

Voting within the Council

For the measures referred to in Articles 7 to 11, the Council shall act without taking into account the 

vote of the member of the Council representing the Member State concerned.
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CHAPTER IV

FINAL PROVISIONS

Article 12

Entry into force

This Regulation shall enter into force on the twentieth day following that of its publication in the 

Official Journal of the European Union.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, […]

For the European Parliament For the Council

The President The President

___________


