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CORRIGENDUM

General Report on the Activities
of the European Union 1994

Judicial review and fulfilment by the Member States
of their obligations

Point 1266 should read as follows:

1266. In the exercise of its duty to monitor the application of Community law, the
Commission commenced 974 infringement proceedings in 1994, as against 1 206 in
1993, and issued 546 reasoned opinions (352 in 1993). The Commission referred
89 cases to the Court of Justice (44 in 1993). The breakdown by country of cases
referred in 1994 is as follows: Belgium 10, Denmark 0, Germany 5, Greece 17, Spain 9,
France 8, Ireland 12, Italy 12, Luxembourg 6, Netherlands 4, Portugal 5, United
Kingdom 1.
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NOTE

Legislative instruments proposed by the Commission or adopted by the Council
during the year under the co-decision procedure are mentioned in the Report
followed by ‘(Table 1)'. Instruments under the consultation, cooperation or assent
procedures are followed by ‘(Table H)’. International agreements are followed by
‘(Table Il)’. No footnotes are given for these instruments, which are listed in three
separate tables annexed to the Report. The relevant references (OJ, COM, Bulletin
earlier General Reports) for all the stages of the legislative procedure concerning
each inlstrument, together with the appropriate point numbers in text, are given in
the tables.

As a rule, no references are given in the text for intermediate stages of procedures
which started before 1 January 1994 and were not completed at 31 December 1994.
These references also appear in the tables.

The following currency abbreviations are being used in all language versions of the
General Report.

BFR = Belgische frank/franc belge
DKR = Dansk krone

DM = Deutsche Mark

DR = Drachma

ESC = Escudo

FF = Franc frangais

HFL = Nederlandse gulden (Hollandse florijn}
IRL = Irish pound (punt)

LFR = Franc luxembourgeois

LIT = Liraitaliana

PTA = Peseta

UKL = Pound sterling

USD = United States dollar
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The European Union in 1994

‘His name is associated with what must be the 10 most successful
years of European unification. He was the prime mover in the
Single European Act. He helped the Community realize the
visionary goal of the completion of the internal market (Europe
92) and in so doing made a decisive contribution to overcoming
the period of stagnation at the beginning of the 1980s and to
imparting a new dynamism to the integration process. The
second great achievement for which we essentially have Jacques
Delors to thank is economic and monetary union, the fundamen-
tal groundwork of which was his. For this, as well as for the
high standards he has set, the Heads of State or Government
meeting in the European Council would like to express their
thanks and recognition. His achievements for Furope will not
be forgotten. President Delors has rendered outstanding service
to European unification.’

(From the conclusions of the European Council, Essen,
December)

The European Union’s most pressing need in 1994 was to respond to two major
challenges. The first was to regain the confidence essential for reviving the
European economy and to take steps to combat unemployment and social
exclusion. Its activities here centred on the policies and operations deriving from
the Commission’s White Paper on growth, competitiveness and employment and
the plan of action adopted by the Brussels European Council in December 1993.
The second challenge was to pave the way for a new European architecture
while ensuring stability and peace in Europe and in neighbouring regions. The
Union secured the accession of Austria, Finland and Sweden and made
preparations for the eventual accession of the associated countries of Central
and Eastern Europe, at the same time strengthening its preferential relations
with other neighbours, in particular the Mediterranean countries.

Signs of economic recovery, bolstered by substantial growth in exports and
investment and then an upturn in private consumption, were greater than
expected in all the Member States, and the prospect of durable non-inflationary
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2 THE EUROPEAN UNION IN 1994

growth in the medium term was confirmed. The second stage of economic and
monetary union, which began on 1 January, introduced closer coordination of
the Member States’ economic policies and established more binding procedures
for analysing budgetary policy and ensuring that it was compatible with the
criteria laid down for transition to the final stage of EMU, sharpening Member
States” awareness of the need for a policy of sustained stability and for strict
budgetary discipline. Substantial progress was made in stabilizing prices and
exchange rates as national economies continued to converge; this is an essential
precondition for moving to the final stage of EMU. The main economic policy
guidelines for the Member States and the Community, approved at the Corfu
European Council, were subsequently adopted by the Council.

The first exercise to evaluate excessive deficits began this year, leading to the
adoption by the Council of recommendations to 10 Member States calling on
them to take appropriate steps to reduce their excessive public deficits. The
European Monetary Institute set up on 1 January played a decisive role in
monetary integration and preparations for stage three.

Despite economic growth, only limited success was achieved in bringing down
unemployment. It was found that economic recovery alone will not be sufficient
if unemployment is to be cut substantially. Recovery must not only be
consolidated to become a basis for lasting growth: it must also be accompanied
by structural reforms at both national and Community level if it is to produce
real job-creating growth. At Corfu in June, the European Council had noted
that the efforts undertaken by the Member States, though appreciable, still fell
a long way short of what was needed and encouraged them to take further steps
to win the battle for jobs. In Essen in December, the European Council
confirmed that equality of opportunity and the fight against unemployment
would remain the paramount tasks of the Union and its Member States and
that further efforts must be made to solve structural problems by assigning an
important role to dialogue between the two sides of industry and politicians.
Endorsing the plan presented by the Commission, the European Council
identified five key areas for action: improving employment opportunities for
the labour force by promoting investment in vocational training, increasing
the employment-intensiveness of growth, reducing non-wage labour costs,
improving the effectiveness of labour-market policy and improving measures to
help groups which are particularly hard hit by unemployment, in particular the
young. It also urged the Member States to transpose these recommendations
into their national policies by means of multiannual programmes which take
account of the specific features of their economic and social situation and, as
suggested by the Commission, set up a mechanism for monitoring progress.

In its White Paper on social policy adopted in July as a basis for discussion of a
new social action programme, the Commission, convinced that competitiveness
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THE EUROPEAN UNION IN 1994 3

and social progress are by no means mutually exclusive, advocated integration
of social and economic policies in defining a course of action which would
preserve the European social model based on solidarity and high social
standards. Substantial progress was made in improving living and working
conditions in the course of the year, notably through the adoption of a Directive
on the protection of young people at work, and in the field of bealth and safety
at work. The Directive on the establishment of a European Works Council, the
first legislative instrument adopted by 11 Member States under the Social
Protocol, was important for ensuring that employees are informed and consulted
more effectively.

The rapid completion of the trans-European networks is one of the major
components of the Union’s competitiveness, growth and employment strategy.
The main objective of Community action in connection with transport, energy,
telecommunications and environmental networks has been to promote the
interconnection and interoperability of national networks in order to stimulate
growth and trade between Member States and develop the internal market. It
was also directed at improving access to these networks, reaffirming the need
to link islands, enclaves and outlying areas. The Essen European Council
adopted the main recommendations of the Group of Personal Representatives
of the Heads of State or Government (the Christophersen Group) and added to
the conclusions adopted at its Corfu meeting by confirming the launch of 14
priority transport projects and drawing up a revised list of 10 priority energy
projects. It also called for the necessary measures to be adopted to guarantee
full financing of the trans-European networks.

The information society, another priority in the Union’s strategy, opens up
tremendous prospects for economic progress, employment and quality of life.
On the basis of the report by the Bangemann Group, the Heads of State or
Government meeting in Corfu stressed the role of the private sector, the need
for a stable legal framework and the importance of language and culture. At
Essen, they welcomed both the Commission action plan adopted in July and
the Council’s basic decision to liberalize the telecommunications infrastructure
by 1 January 1998 as decisive steps towards establishing information infrastruc-
tures for the future.

The single market, essential for economic recovery in Europe, remained central
to the Union’s efforts to maintain industrial competitiveness, create jobs and
stimulate economic growth. The purpose of much of this year's activities was
to ensure that the internal market operated more effectively and to develop its
potential in partnership with the Member States. The Commission stepped up
dialogue with the public and with business to improve the way the single market
works in practice. :
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In the summary report submitted to the Essen European Council, the Com-
mission noted that the legislative measures adopted were now producing their
full effect, especially as regards free movement of goods and capital and better
access to public contracts, but there was still room for progress on the
elimination of border checks on individuals, the reduction of the time needed to
transpose measures adopted into national law and the liberalization of certain
sectors such as energy and telecommunications.

It will not be possible to restore growth and consolidate recovery unless they
are based on efficient and innovatory European industrial competitiveness on
open and competitive markets. This prompted the Commission to adopt a
communication specifying practical measures to strengthen industrial competi-
tiveness, identifying four priorities: promotion of intangible investment, devel-
opment of industrial cooperation, encouragement of fair competition and
modernization of the role of the public authorities in industry. It gave a new
dimension to small business policy, a chief factor in the battle for competi-
tiveness, by adopting an integrated programme in support of small and
medium-sized enterprises and the craft sector which sets the panoply of existing
measures in a comprebensive and consistent framework and proposes new
measures to ease transfers of businesses and reduce the time taken for payment.
This approach was backed by the European Council, which asked the
Commission, with the help of a high-level group, to examine any obstacles to
job creation and competitiveness in Community and national legislation and to
suggest possible solutions and simplifications. The European Council also
welcomed the Commission’s plan to set up a competitiveness council as a forum
for dialogue between industry and the public authorities.

Research and technological development are also essential to reviving growth,
enhancing competitiveness and increasing employment. The European Union
has been active in this area: Parliament and the Council adopted the fourth
framework programme for R&TD (1994-98) and all of the specific programmes
to implement it, and the Commission presented a strategic document with the
objective of gradually achieving better coordination of research activities and
policies in Europe by intensifying cooperation so that the fragmentation of
policies and the resulting dispersal of effort will not penalize European industry
in the face of international competition.

The Union has also endeavoured to develop the European dimension of
education, strengthen links between education and working life and promote
vocational training, which are all decisive factors for the restoration of growth
and the improvement of competitiveness. A new generation of Community
programmes for vocational training (Leonardo da Vinci), youth (Youth for
Europe Ill) and education (Socrates) is intended to boost existing Community
measures and supplement operations conducted by the Member States with due
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regard for their cultural diversity and their responsibility for content and
organization.

Looking towards the new model for sustainable development, which is to make
a positive link between the economy and the environment, the European Union,
in conjunction with many of those concerned in industry and society at large,
continued to implement the fifth action programme on the environment,
incorporate environmental considerations in other Community policies and
provide further information and education in this area. The Commission
adopted a communication analysing the interrelationship between economic
growth and the environment. The Council, concerned at the effects of transport
on the environment, recommended that activities in this sector be redirected
towards less polluting forms of transport. Following the guidelines established
by the Essen European Council, it also concluded that tax measures were
needed as part of the strategy to reduce CO, emissions. Wishing to base its
environmental policy on reliable scientific data, the Commission also played an
active role in the establishment of the European Environment Agency, which
was officially inaugurated in Copenhagen on 31 October.

Economic and social cobesion, which is intended to promote the harmonious
development of the Union as a whole, was further strengthened in partnership
with the Member States and the regions. Under the second stage of the reform
of the Structural Funds (1994-99), Community support frameworks and single
programming documents were adopted for a large number of regions and
Community initiatives were launched for cross-frontier cooperation, rural
development, the most remote regions, employment and human resources,
industrial change, urban policy and fisheries. The temporary cobesion financial
instrument set up in 1993 was replaced by the Cobesion Fund, which in 1994
financed 51 projects to improve transport infrastructures and environmental
protection in Ireland, Greece, Portugal and Spain. The European Council
welcomed the progress made in the peace process in Northern Ireland and
agreed on the principle of a multiannual programme and the allocation of
additional funding, as proposed by the Commission. This programme is in
addition to current assistance from the Structural Funds. It pursues the central
objective of reconciliation and benefits both communities in an equitable and
balanced way, especially those areas and sections of the population suffering
most acute deprivation.

The process of reform adopted in 1992, essential for the future of the common
agricultural policy, was consolidated, producing satisfactory results at the end
of the first of the three years in which it is to be applied. Tougher measures to
combat fraud were also an important factor. The CAP was at the centre of the
accession negotiations with the EFTA countries, and Community activity in the
fisheries sector too was dominated by the forthcoming enlargement because of
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the socio-economic importance of the industry in some of the applicant
countries as well as in certain Member States.

After the entry into force on 1 January of the European Economic Area, the
largest integrated economic entity in the world, the accession of Austria, Finland
and Sweden to the Union represents an important new step in the history of
European integration. It will allow the Union to expand operations, notably in
social and environmental matters, and profit from the experience of the new
Member States in these fields.

The Union is eager to secure lasting stability and peace throughout Europe and
with this in mind made active preparations for the eventual accession of the
associated countries of Central and Eastern Europe. The Commission, at the
request of the Corfu European Council, drew up a strategy to pave the way for
these countries’ membership by gradually bringing them into the internal
market and establishing structured political relations. In adopting this strategy
when it met in Essen, the European Council decided to boost and improve the
process of preparing the six associated countries for membership and their
Heads of Government in fact attended the Essen meeting. The European Union
has also endeavoured to pave the way for full and constructive cooperation
with the Independent States of the former Soviet Union by megotiating a
new generation of partnership and cooperation agreements with them. This
determination is reflected in the signature of partnership agreements with
Russia and Ukraine, the adoption of a common position setting out the Union’s
objectives and priorities in connection with Ukraine and the signature of the
European Energy Charter Treaty.

The Union recognizes the need for balanced relations with all its neighbours
and has endeavoured to intensify those with the Mediterranean countries. The
Commission has framed a new strategy based on the development of existing
social, political and economic links. This was endorsed by the Essen European
Council: it recommended the establishment of a Euro-Mediterranean partner-
ship which could ultimately lead to a free-trade area that would help to ensure
peace, stability, prosperity and cooperation in the region. In practical terms the
strategy includes substantial financial assistance, the conclusion of partnership
agreements and the completion of customs union with Turkey. The Heads of
State or Government also confirmed that the next phase of enlargement would
involve Cyprus and Malta.

As the leading donor to the Palestinian territories, the European Union also
continued to support the peace process in the Middle East. Alongside its
political and humanitarian operations in support of Bosnia-Herzegovina, the
Union strengthened its links with some of the Republics of former Yugoslavia
and continued to provide financial and technical assistance.
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The signature of the Uruguay Round Final Act in Marrakesh on 15 April paves
the way for further trade liberalization and the harmonious development of
world trade. Another important outcome of the negotiations was the establish-
ment of the World Trade Organization, which is to replace GATT in 1995 and
will play a more distinct role in monitoring and management. The strengthening
of the multilateral trade system, together with the problems of growth and
employment, was a crucial aspect of the Union’s relations with the other
industrialized countries. These issues were discussed at the Western Economic
Summit in Naples in July.

The Commission also drew up broad strategic guidelines for its relations with
two parts of the world which are major poles of attraction and new growth
areas — Latin America and Asia. The Essen European Council approved this
strategy, based in particular on the promotion of relations between the
European Union and regional integration organizations such as Mercosur and
ASEAN.

As part of the 10-year guidelines proposed by the Commission to revise
the generalized scheme of preferences to make it more favourable to the
less-developed countries, the Council adopted a Regulation for industrial
products covering 1995-98. The European Union, determined to support South
Africa’s historic commitment to democracy, strengthened its political and
economic ties with this country, in particular by allowing it to benefit from the
GSP. South Africa also attended, as an observer, the meetings of the ACP-EU
Council on the mid-term review of the Lomé Convention. The Union stepped
up its bumanitarian aid activities and made a particular effort to assist the war
victims in Rwanda.

In 1994, the first year in which the common foreign and security policy was
actually implemented, the Union undertook a number of joint actions in
connection with former Yugoslavia, the Middle East peace process, Russia,
South Africa, the introduction of a stability pact in Europe, nuclear non-
proliferation and the control of exports which can be used for both civil and
military purposes. It endeavoured to maintain some consistency between the
objectives of CFSP operations and those of operations under its traditional
external relations.

The provisions on justice and home affairs cooperation in Title VI of the Union
Treaty were also applied for the first time in 1994. Resolved to make full use of
the opportunities opened up by this new dimension of the Union, the
Commission presented two communications — one on immigration and asylum
and the other on the fight against drugs. It also sought to consolidate the
protection of the Community’s financial interests by framing a draft inter-
national convention which went further than the legislative action planned at
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Community level on fraud prevention and attempts to approximate the Member
States’ criminal laws in this area. Although encouraged by both the Corfu and
Essen European Councils, implementation of the action plan and priority
programme approved by the Brussels European Council in December 1993
encountered a number of difficulties connected both with the sensitive nature
of the matters discussed and with the interpretation of the institutional
framework provided by the Treaty.

Throughout the year, the institutions tried to bring the European Union closer
to its citizens, making it more open and more transparent. Under rights
conferred by Union citizenship, the Commission proposed the introduction of a
uniform visa and nationals of one Member State who are resident in another
were given the opportunity to play a direct part in political life: they were able
to vote in this year’s European Parliament elections in their host country and
from 1996 they will be able to vote in local elections too. The institutions, in
particular the Commission, tried to make their activities more transparent by
targeting and decentralizing their communication arrangements and allowing
easier access to documents. Throughout the year the Commission also made
sure that the principle of subsidiarity was respected when drafting and revising
Community legislation. Making use of its new powers under the Union Treaty
to improve the quality of life of its citizens, the Commission adopted measures
to achieve a higher level of protection as regards public health and consumers
and to derive maximum benefit from Europe’s cultural heritage.

As 1995 approached, the European Union, strengthened by its increased
membership, the prospect of renewed growth and a budget based on a financial
perspective which provides resources to match its ambitions, prepared to face
the challenges which awaited it in the new year: unemployment, review of the
Union Treaty in the run-up to the Intergovernmental Conference in 1996,
further enlargement, transition to the final stage of EMU, development of the
information society, and external and internal security.
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Chapter !

Citizens' rights
Section 1

Priority activities and objectives

1. In line with the undertakings given at the Edinburgh European Council in
1992, the institutions endeavoured throughout the year to bring the Community
closer to the people and make it more open and more transparent for its citizens.
Action proceeded on three fronts: consolidating the concept of European
citizenship, improving transparency and providing broader access to infor-
mation, and continuing implementation of the principle of subsidiarity. The
Essen European Council in December reaffirmed the importance of this
approach for strengthening the European Union’s democratic legitimacy.

A great deal of effort was made to put into effect the rights conferred by
European citizenship and give people more opportunity to play a direct part in
political life in Europe. Nationals of a Member State were able to vote in the
Member State in which they were resident in the elections to the European
Parliament in June and from 1996 will also be able to vote in local elections. To
facilitate the free movement of people within the Union, the Commission has
proposed the introduction of a uniform format for visas. The institutions, and
in particular the Commission, bave concentrated on making their work more
transparent, by developing targeted and decentralized communication and by
making access to documentation easier. In this connection, the Commission
and Council’s code of conduct was put into effect and a practical guide for
users was published. The Commission has also continued implementing the
principle of subsidiarity. The results of this were summarized in a report
submitted to the European Council in Essen.
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Section 2

Union citizenship

Freedom of movement and right of residence

2. On the basis of Article 100c(3) of the EC Treaty and following on from its
proposal for a Regulation of December 1993! determining the third countries
whose nationals must be in possession of a visa when crossing the external
frontiers of the Union (Table 1I) and its proposal for a Decision of December
19931 establishing a convention on controls on persons crossing these frontiers,
the Commission adopted on 13 July a proposal for a Council Regulation on the
introduction of a uniform format for visas (Table II) to facilitate free movement
of persons within the Union. The Commission proposes a single and clearly
identifiable format for visas issued by the Member States in the form of a
standard sticker glued into the holder’s travel document, which would contain
all the necessary information and meet high technical standards, notably as
regards safeguards against counterfeiting and falsification.

3. On 11 March, Parliament adopted a resolution on the incompatibility with
Article 7a of the EC Treaty of the passport checks still carried out by certain
airlines.?

Right to vote and stand in elections

4. On 23 February, the Commission adopted a proposal for a Council Directive
laying down detailed arrangements for the exercise of the right to vote and stand
as candidates in municipal elections by Union citizens residing in a Member
State of which they are not nationals (Table II). In accordance with the principle
of equality and non-discrimination, the aim of the proposal is to ensure that, as
far as possible, the conditions governing the right to vote and stand as a
candidate are the same for all Union citizens, whether or not they are nationals
of the country concerned. In the interests of proportionality, the proposal does
not go beyond what is strictly necessary for the implementation of Article §b(1)
of the EC Treaty and refers wherever possible to the legislation of the individual
Member States. The proposal applies only to elections by direct universal
suffrage at local government level and does not affect the right to vote and stand

! Twenty-seventh General Report, point 100.
2 0] C91,28.3.1994; Bull. 3-1994, point 1.1.1.
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as a candidate in elections in the home Member State, where this is allowed
under national legislation. The Member State of residence may take into account
ineligibility in the country of origin and Member States may also reserve for
their own nationals the posts of mayor and deputy mayor, which involve
participation in an official authority or in the election of a parliamentary
assembly. Provision is made for exceptions to the general rule, subject to certain
conditions, to take into account the specific problems of certain Member States
where there is a particularly high proportion of nationals of other Member
States (more than 20%). The proposal received a favourable opinion from the
Committee of the Regions. In its opinion of 26 October 1994, Parliament called
for bureaucracy and exceptions for particular countries to be kept to a minimum
while ensuring maximum openness and bringing implementation of the directive
forward. The Directive adopted by the Council on 19 December (Table 1I)
reflects these opinions and sets the deadline of 1 January 1996 for its transposal
into national law.

5. Council Directive 93/109/EC on the right of European Union citizens
residing in a Member State of which they are not nationals to vote in elections
to the European Parliament! was applied for the first time in June.? Parliament
adopted two resolutions on this Directive. In the first, adopted on 20 January,
it called on the Member States to transpose the Directive and to organize,
together with the Commission, an awareness and information campaign on the
European elections.? In the second resolution, adopted on 21 April, Parliament
pointed out the existence of discrimination and bureaucratic obstacles and the
lack of information on registration and participation in the elections.*

Right to diplomatic protection, right to petition
and right to access to the Ombudsman

6. After its previous Decision® had been approved by Council Decision
94/114/EC, ECSC, Euratom of 7 February,® Parliament finally adopted
the regulations and general conditions governing the performance of the
Ombudsman’s duties in Decision 94/262/ECSC, EC, Euratom of 9 March.” It
was not however possible to appoint an Ombudsman this year. The Ombudsman
will be empowered to accept complaints from any citizen of the Union or any
physical or legal person in respect of cases of maladministration in the activities
of Community institutions or agencies.

O] L 329, 30.12.1993; Twenty-seventh General Report, point 590.
Point 1180 of this Report.

O] C 44, 14.2.1994; Bull. 1/2-1994, point 1.1.2.

OJ C 128, 9.5.1994; Bull. 4-1994, point 1.1.1.

0] C 329, 6.12.1993; Twenty-seventh General report, point 8.

O] L 54, 25.2.1994; Bull. 1/2-1994, point 1.1.3.

OJ L 113, 4.5.1994; Bull. 3-1994, point 1.1.2.
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Section 3

Democracy, openness and subsidiarity

7. In accordance with the Declaration annexed to the Treaty on European
Union and the conclusions of the 1993 European Councils,! the Commission
adopted a number of initiatives aimed at making its policies more transparent
and bringing them closer to the people by concentrating on the following three
elements: more openness, easier access to administrative documents and a new
information and communication policy. On the question of subsidiarity, the
Commission submitted its first annual report on implementation of the principle
to the European Council in Essen.?

8. The Commission adopted a number of measures to make its work more
transparent and to increase the involvement of interested parties in the
preparation of its decisions and proposals. It accordingly identified in its annual
legislative programme® those proposals which might be preceded by broad
discussions and published a list of topics on which Green or White Papers would
be prepared. It also introduced a procedure for giving notice of its initiatives
and published in the Official Journal a summary of draft texts and practical
arrangements for obtaining documents. Parliament, for its part, adopted two
resolutions, in April* and in May,® on the transparency of Community
legislation and the need for it to be consolidated; one of the proposals was that
a coherent and gradual approach be adopted in the matter. On 20 June, the
Council adopted a resolution on the electronic dissemination of Community law
and national implementing laws and on improved access conditions.

9. As part of its work programme for 1993 and 19947 and in line with the
interinstitutional declaration of 25 October 1993 on democracy, transparency
and subsidiarity,® the Commission drew up a legislative programme for 19947
designed to ensure implementation of the Treaty on European Union and the
sound operation of the single market. The 1994 programme reflects the main
themes of the joint Parliament/Commission declaration which was adopted on

Twenty-seventh General Report, points 1017 to 1020,

Point 13 of this report.

Point 9 of this Report.

0] C 128, 9.5.1994; Bull.4-1994, point 1.1.3.

0] C 205, 25.7.1994; Bull. 5-1994, point 1.1.1.

0] C 179, 1.7.1994; Bull. 6-1994, point 1.1.2.

Twenty-seventh General Report, point 995; Supplement 1/93 — Bull.
Twenty-seventh General Report, point 12; Bull, 10-1993, points 1.6.2 and 2.2.1.
Bull. 12-1993, point 1.7.9.
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9 February! and translates them into action designed to boost growth in the
economy of the Union and improve its competitiveness. The aim is to foster job
creation by mobilizing all available means to combat unemployment and social
deprivation. Both the Greek and the German Presidencies devoted considerable
attention to the priorities contained in the 1994 legislative programme. Following
the precedent set in 1993,2 the 1994 legislative programme was published in the
Official Journal of the European Communities’ together with other documents
relating to planning for 1994 (Parliament resolution of 19 January;* Council
declaration of 7 February;’ joint declaration by the European Parliament and
the Commission of 9 February) once again helping to make the Community’s
decision-making process more democratic and more open.

10. In the interests of openness, the Commission has tried to give the public
the widest possible access to its documents. The code of conduct on public
access to Council and Commission documents, approved in December 1993,6
was put into effect by Commission Decision 94/90/ECSC, EC, Euratom of
8 February.” This code, which will be reviewed after two years, sets out certain
minimum requirements and fundamental principles governing the fair processing
of applications, reasonable reply times and exceptions. The underlying principle
is to give the public the widest possible access to documents held by the
Commission and the Council. The institutions may, however, refuse access to
any document where disclosure could undermine the protection of the public or
private interest, commercial and industrial secrecy, the Community’s financial
interests, or an institution’s interest in the confidentiality of its proceedings. On
4 March, the Commission also adopted a communication summarizing the
measures taken to improve public access to documents? and in October
published a users’ question and answer guide which explains how to go about
getting hold of documents.”

11. Information and communication policy is dealt with in the ‘Information,
communication, audiovisual media and culture’ section of Chapter I1.10

12. The Commission has also taken steps to intensify its dialogue with interest
groups,!! notably by setting up a database on such groups and asking them to

Bull. 1/2-1994, point 1.7.4; Supplement 1/94 — Bull.
Twenty-seventh General Report, point 997.

QJ C60,28.2.1994.

Bull. 1/2-1994, point 1.7.2; Supplement 1/94 — Bull.
Bull. 1/2-1994, point 1.7.3; Supplement 1/94 — Bull.
Twenty-seventh General Report, point 611.

O] L 46, 18.2.1994; Bull. 1/2-1994, point 1.1.4.

0] C 67, 4.3.1994; Bull. 3-1994, point 1.1.3.

Bull. 10-1994, point 1.1.2.

10 Point 696 et seq. of this Report.

11 Point 703 of this Report.
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introduce a self-regulation policy. In the course of this year, one category of
interest group has adopted a code of practice.

13. Acting on the undertakings it has been constantly restating since the Lisbon
European Council in June 1992, the Commission has pressed on with its
implementation of the subsidiarity principle. It has included in the explanatory
memorandum accompanying its proposals a ‘subsidiarity recital’” summarizing
the objectives of the proposed measure, its effectiveness and why it is necessary.
In accordance with the undertakings given at the Edinburgh European Councill
and the Brussels European Council,? the Commission has also fulfilled its
promise to review its proposals and adapt existing legislation. The results of
this work were set out in a report on the application of the subsidiarity principle
which the Commission adopted on 25 November3 and presented to the Essen
European Council on 9 and 10 December, as requested by the Edinburgh Council
and in accordance with the interinstitutional agreement of 25 October 1993.4
The first section of the report concerns adherence to the subsidiarity principle
when Community legislation is being drafted, while the second section describes
progress in revising existing legal instruments. On 10 June, the Commission also
adopted a position on the list of instruments and proposals which the German
Government wished to see revised or withdrawn in the light of the subsidiarity
principle.’

14. In a resolution® passed on 20 April, Parliament delivered its opinion on
the Commission’s November 1993 report to the European Council on the
adaptation of existing Community legislation to the subsidiarity principle.” The
Committee of the Regions passed a resolution on 15 November, in which it
called for the principle of subsidiarity to take account of regional and local
levels. The resolution also supported ex ante checking and the right to institute
legal proceedings in order to safeguard compliance.?

Bull. 12-1992, points 1.4, 1.15 and 1.21; Twenty-sixth General Report, point 10.
Bull. 12-1993, point 1.14; Twenty-seventh General Report, point 11.

COM(94) 533; Bull. 11-1994, point 1.1.1.

Twenty-seventh General Report, point 13.

Bull. 6-1994, point 1.1.1.

0] C128,9.5.1994; Bull. 4-1994, point 1.1.2.

Twenty-seventh General Report, point 11.

Bull. 11-1994, point 1.1.2.
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Section 4

Protection of citizens

15. On 13 June, the Commission adopted an amended proposal foraParliament
and Council Directive (Table I) concerning the protection of personal data and
privacy in the context of digital telecommunications networks, in particular the
integrated services digital network (ISDN) and digital mobile networks.! On 8
December, the Council reached agreement on the 1992 proposal for a Directive
on protection of the individual regarding the processing of personal data, (Table
1) which is designed to secure the free movement of such data while guaranteeing
an equivalent and high level of protection throughout the Community.!

16. The protection of citizens in the field of human rights is dealt with in
Chapter V, Section 1, ‘Inside the Community’.2

1 Point 406 of this Report.
2 Point 1090 et seq. of this Report.
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Chapter Il

The single market and the Community
economic and social area

Section 1

Implementation of the White Paper on growth,
competitiveness and employment

17. The policies and measures arising from the White Paper on growth,
competitiveness and employment' and from the unemployment action plan
decided by the European Council in December 19932 were a focus for European
Union activity in 1994.

18. The proposals put forward in the White Paper made a useful contribution
to the debate going on in the Member States, where further action was taken to
reform employment arrangements and to improve competitiveness in the
economy. Economic policies in the Member States developed broadly in line
with the White Paper’s proposals, as reflected in the economic policy guidelines
for 1993 and 1994.3 The resumption of economic growth this year was free of
inflationary pressure, thanks to monetary policies aimed at price stability and
to wage moderation. It should enable rapid progress to be made towards
fulfilment of the economic convergence criteria.

19. At Community level, the Council and the Commission reviewed throughout
the year progress with the implementation of the White Paper. In a resolution
adopted on 9 March, Parliament welcomed the approach advocated in the White
Paper.* On 1 December, it adopted for the European Council meeting in Essen
4 resolution — drawn up by its temporary Committee on Employment>— on
an action plan for employment which is designed to implement the suggestions

1 Bull. 12-1993, point 1.2.44; Supplement 6/93 — Bull; Twenty-seventh General Report, point 16.
2 Bull. 12-1993, point 1.2.43.

3 Doint 34 of this Report.

4 O] C 91, 28.3.1994; Bull. 3-1994, point 1.2.1.

S Bull. 12-1994.
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contained in the White Paper.! On 1 June, the Economic and Social Committee
adopted a resolution supporting the long-term strategy outlined in the White
Paper;? this resolution reproduces the key elements of its opinions on the White
Paper’s industrial, economic and financial, and social aspects.? In an opinion
delivered on 27 September, the Committee of the Regions likewise gave its
support to the proposals in the White Paper,* stressing the importance of the
integrated programme for SMEsS and the need to involve regional and local
authorities in the development of the private sector.

20.  Implementation of the White Paper’s recommendations received new
impetus at the European Council meeting in Corfu in June, which placed
particular emphasis on six points: encouragement of reforms in Member States
intended to improve the efficiency of employment systems; specific measures to
exploit fully the employment potential of small and medium-sized businesses;
reinforced coordination of research policy; rapid implementation of high-priority
trans-European projects in the fields of transport and energy; full exploitation
of the opportunities offered by the information society; and encouragement of
the new model of sustainable development.6 At its meeting in Essen’” on 9 and
10 December, the European Council continued its discussions on these issues
and adopted a number of important guidelines for achieving the objectives set
out in the White Paper.

21. With regard to the overall economic situation, the European Council, at
its meeting in Corfu, endorsed the economic policy guidelines for 19948 and
stressed the importance of a resumption of economic growth and the need for
further measures to foster employment. At its meeting in Essen, it called for the
benefits gained both from establishing price and exchange-rate stability and
from restoring growth to be used to achieve the objective of budgetary
consolidation, thereby facilitating strict compliance with the convergence criteria
as the foundation for economic and monetary union.

22. On the basis of an interim report from Mr Flynn, Member of the
Commission, on the results of his tour of capital cities,® the European Council,
at its meeting in Corfu, reviewed the steps taken to improve the employment
situation in the Member States. It encouraged the reforms undertaken in Member

Point 560 et seq. of this Report.

O] C 295, 22.10.1994; Bull. 6-1994, point 1.2.5.

0] C 295, 22.10.1994; Bull. 6-1994, point 1.2.2 to 1.2.4.
Bull. 9-1994, point 1.2.1.

Point 188 of this Report.

Bull. 6-1994, point 1.2.

Bull. 12-1994.

Point 34 of this Report.

Point 560 of this Report.
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States to improve the efficiency of employment systems, with particular reference
to education and training, young people, the reduction of non-wage labour
costs, new formulas for the organization of work, and the creation of jobs in
connection with meeting new requirements linked to the quality of life and
protection of the environment. At its meeting in Essen in December, the European
Council adopted, as proposed by the Commission,! recommendations for
national employment measures in five key areas: improving employment
opportunities for the labour force through initial and further training; increasing
the employment intensiveness of growth through more flexible organization of
work, wage restraint to encourage job-creating investment and the promotion
of local employment initiatives; reducing non-wage labour costs sufficiently to
ensure a real impact on recruitment decisions; improving the effectiveness of
labour-market policies by making them less dependent on passive support and
by facilitating and encouraging access to employment; improving measures to
help groups particularly hard hit by unemployment, such as young people or the
long-term unemployed. The European Council urged Member States to
incorporate these recommendations into their individual policies as part of
multiannual programmes. The Council (Social Affairs, and Economic and
Financial Affairs) and the Commission will regularly review progress made and
will report annually to the Furopean Council, starting in December 1995. These
recommendations are a follow-up to the resolution adopted by the Council on
22 September,? the Commission document dealing with action to turn growth
into jobs! and the report on employment® adopted by the Council on
5 December.

23.  On the question of the internal market and competitiveness, the European
Council, at its meeting in Corfu, said it was essential that the basic principles
of the single market should be extended to areas such as energy and
telecommunications, and stressed the key contribution to growth and job
creation made by SMEs.# It emphasized here the importance of local employment
and development initiatives. At its meeting in Essen, the European Council
called for effective and uniform application of the internal market rules, endorsed
the setting-up of a high-level group to examine the competitiveness of the
European economy and requested further work on improving the regulatory
framework for biotechnology. It concluded its discussions on a possible CO,
energy tax, noting the Commission’s new approach of proposing common
parameters for any Member States wishing to apply such a tax. It also called for

COM (94) 529; Bull. 11-1994, point 1.2.197.
Bull. 9-1994, point 1.2.181.
Bull. 12-1994.
Point 187 of this Report.
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greater and systematic coordination of Community and national research
policies.!

24. On the basis of a report on trans-European networks drawn up by the
Group of personal representatives of the Heads of State or Government, known
as the Christophersen Group,? the European Council, at its meeting in Corfu,
agreed on lists of priority transport and energy projects,” and called for further
study of the possibility of extending the trans-European networks to neighbouring
countries and of the question of relevant networks in the environmental field.2
At its meeting in Essen, the European Council adopted the operational
conclusions of the Christophersen Group’s final report, two innovative aspects
of which are the proposed management vehicles for implementing individual
projects and the examination of a ‘network approach’ for environmental
projects. It confirmed a revised list of 14 priority transport projects and
10 priority energy projects which have started or which could be started shortly
and stressed the importance of traffic management systems, particularly in the
case of air traffic. With regard to funding, the European Investment Bank is to
create a special window for financing the networks, and the European Council
called on the Council to adopt the necessary decisions to top up the funds
currently available for the trans-European networks. On the basis of a report
from the Bangemann Group,? the European Council, at its meeting in Corfu,
called for measures to facilitate the establishment of an information society.?
At its meeting in Essen, it welcomed the progress made towards liberalizing
telecommunications infrastructures and laid stress on the role of the private
sector, the strengthening of international cooperation, and the importance of
new services and of the audiovisual sector. It called on the Council to coordinate
the necessary measures, particularly regarding the legal framework, and
welcomed the Commission’s organization of the G7 ministerial conference on
the information society to be held in February 1995.

25. The main steps along the path mapped out in the White Paper to be taken
at Community level in 1994 included the following: the integrated programme
in favour of SMEs and the craft sector* and the Community initiative for
SMEs;’ a number of Commission proposalsé for implementing the Community
initiatives on employment and the development of human resources, which
include the Youthstart programme;’ the setting-up of a working party of

Point 230 of this Report.

Point 321 of this Report.

Point 327 of this Report.

Point 188 of this Report.

Point 466 of this Report.

In particular, those relating to the taxation of SMEs, transfers of enterprises and late payment. Point 191
of this Report.

7 Bull. 1/2-1994, point 1.2.10S; point 308 of this Report.

E NIV VN PR

GEN. REP. EU 1994



-1 {MPLEMENTATION OF THE WHITE PAPER ON GROWTH, COMPETITIVENESS AND EMPLOYMENT 21

independent specialists to consider the simplification and relaxation of regulatory
requirements with a view to creating jobs and improving competitiveness;! the
approval of lists of 14 priority transport projects? and 10 priority energy
projects,® including a number in the new Member States; the approval of the
main features of a regulatory framework and an action plan for the establishment
of an information society,* and in particular the Council’s agreement in principle
to a timetable for the liberalization of telecommunications infrastructures;’ the
coordination of national and Community research policies;® the Council’s
agreement on the implementation of an industrial competitiveness policy;” the
launching of a detailed analysis of the links between economic growth and the
environment;® and, finally, the Commission’s 1 June communication on
biotechnology.’

Point 1178 of this Report.
Point 324 of this Report.
Point 322 of this Report.
Point 328 of this Report.
Point 397 of this Report.
Point 232 of this Report.
Point 203 of this Report.
Point 489 of this Report.
Point 218 of this Report.
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Section 2

Economic and monetary policy

Priority activities and objectives

26.  Clear signs of an economic recovery emerged in all Member States in 1994,
and the prospects of achieving durable non-inflationary growth over the
medium term improved, creating a more favourable environment for attaining
the objectives of economic and monetary union (EMU). Despite this upturn,
little progress was made in combating unemployment. In the medium term,
employment will remain one of the major challenges facing the Community. In
its White Paper on growth, competitiveness and employment,\ the Commission
set out an overall strategy for establishing a stable macroeconomic framework
and implementing structural reforms with a view to boosting the Community
economies and increasing their capacity to create jobs.

The second stage of EMU, which began on 1 January, requires close coordi-
nation of Member States’ economic policies and entails more stringent
procedures for examining national fiscal policies and monitoring their compati-
bility with the conditions for moving to the third stage, such as the broad
guidelines of economic policies and the Member States’ convergence pro-
grammes setting out the economic policy plans that will enable them to satisfy
the EMU criteria.

Generally speaking, foreign-exchange markets were more stable than in 1993
despite the widening of the fluctuation margins in the exchange-rate mechanism
on 2 August 1993. Last year also saw the setting-up of the European Monetary
Institute, which is responsible, among other things, for preparing for the move
to the third stage of EMU.

The economic situation

27. The economic situation in the European Union improved appreciably in
1994. Aggregate Community GDP rose by 2.6% in real terms, following a decline
of 0.4% in 1993. However, this recovery was not strong enough to prevent a
turther increase in unemployment.

' Point 117 of this Report.
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28. The improved growth performance is taking place against the background
of favourable international circumstances and, on the domestic front, a
rebalancing of the policy mix. This led to a reduction in interest rates made
possible by the easing of strains on foreign-exchange markets, by the progress
achieved in reducing inflation and by Member States’ commitment to fiscal
balance. These factors caused confidence indicators to improve markedly.

29. While, at the outset, the recovery was supported by an inventory swing,
the main contributory factors in recent quarters have been export and investment
growth. Stockbuilding provided a strong stimulus to activity, especially during
the first half of the year (accounting for about 1% of GDP growth), but, once
uncertainties over future prospects had been dispelled and the recovery was
firmly established, output expanded to meet the higher level of sales, the
restoration of consumer and business confidence having resultedin an appreciable
increase in consumption.

30. The unemployment rate rose for the fourth consecutive year, up from
10.6% of the labour force in 1993 to 10.9%, while the rate of fall in employment
moderated (0.6% as against 1.8% in 1993 and 1.2% in 1992).

31. The slowdown in GDP growth in the Community and the fact that the gap
between potential and actual output has widened markedly in the last three
years go a long way towards explaining the progress made in combating
inflation. The fall in inflation (3.1% compared with some 4% in 1993) is making
a major contribution towards achieving persistently low prices over the medium
term.

32. The Community’s budgetary position improved slightly following the
marked deterioration in the previous year. The overall general government
borrowing requirement was cut by half a percentage point, to some 5.5% of
GDP. This improvement stemmed from the combined effect of the growth in
economic activity and the implementation of a less expansionary fiscal policy.
The increased fiscal restraint reflects not only the realization that budgetary
positions were seriously threatening the recovery but also the prospects for
medium-term economic prosperity and Member States’ commitment to fiscal
consolidation.

33. Despite the improvement in the budgetary position, the public finance
situation is still worrying. The budgetary consolidation efforts made prior to
1989 have proved to be insufficient, necessitating new structural consolidation
measures. The scale of the necessary adjustment will undoubtedly be considerable.
The commitment to fiscal rectitude made by all the Member States in their
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convergence programmes! represents the first step towards the application over
the medium term of a fiscal policy which does not threaten economic growth.
These commitments will have to be observed, however, if confidence in
government policies is to be strengthened and the budgetary criteria governing
participation in EMU met.

Economic and monetary union

Implementation of the second stage

34. The second stage of EMU began on 1 January.? The procedures for
reinforcing convergence have been applied in accordance with the provisions of
the EC Treaty and with the recommendations on their implementation adopted
by the Council on 14 February.3 On 25 May the Commission approved
recommendations for the broad guidelines of the economic policies of the
Member States and for multilateral surveillance in accordance with Article
103(2) of the EC Treaty.* After being endorsed by the European Council in
Corfu, those broad guidelines led to the adoption of Recommendation 94/480/EC
by the Council on 11 July.

35. The Council continued its assessment of the convergence programmes
presented by Member States (Portugal,® Denmark,” Greece,$ Ireland,® Spain,10
and the Netherlands!?) of their implementation.

36.  An initial assessment of excessive deficits got under way in the first half of
the year. In accordance with the procedures and definitions laid down by
Council Regulation (EC) No 3605/93,12 Member States transmitted data to the
Commission on their public finances (deficits and debt) by 1 March. The
Commission drew up reports on 10 Member States (Ireland and Luxembourg
not having excessive deficits) and sent to the Council on 19 September
opinions and recommendations for decisions under Article 104c¢(5) and (6) of

Point 35 of this Report.

Bull. 1/2-1994, point 1.2.2.

Bull. 1/2-1994, point 1.2.3.

COM(94) 217; Bull. 5-1994, point 1.2.3.

OJ L 200, 3.8.1994; Bull. 7/8-1994, point 1.2.2. The full text of this recommendation is set out in point
2.2.1 of Bull. 7/8-1994.

Bull. 1/2-1994, point 1.2.4.

Bull. 3-1994, point 1.2.6.

Bull. 9-1994, point 1.2.12.

9 Bull. 9-1994, point 1.2.13.

10 Bull. 10-1994, point 1.2.4.

11 Bull. 12-1994.

2 0] L 332, 31.12.1993; Twenty-seventh General Report, point 22,
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-2 ECONOMIC AND MONETARY POLICY 25

the EC Treaty which were adopted by the Council on 26 September.! On that
basis, the Commission adopted on 5 October draft recommendations designed
to put an end to those situations.> The recommendations were adopted by the
Council on 7 November.3 In accordance with Article 104¢(8), they will be
published only if, within a specified time-limit, the Member States concerned
have failed to take effective action to reduce their deficits or if a Member State
itself takes the initiative of publishing the recommendation relating to it.
Parliament adopted a resolution on the excessive-deficit procedure on 13
December.*

37.  As the secondary legislation necessary for implementing the second stage
of EMU was adopted in full in 1993, certain restrictions on financing public
deficits came into force on 1 January, including the bans on direct financing of
deficits by central banks (Article 104 of the EC Treaty) and on any form of
privileged access by the public sector to financial institutions (Article 104a).
Member States have adopted the bulk of the legislative amendments required.
In accordance with Article 109¢(5), a number of Member States (notably France
and Spain) have also adopted legislative amendments designed to make their
central banks independent.

38. The European Monetary Institute (EMI),’ which was set up on 1 January,
steadily built up its staff and resources. In the context of the reinforcement of
monetary policy coordination, it carried out ex post and ex ante assessments of
central banks’ monetary policies. In May, it published a report on prepaid
clectronic cards for general use which concluded that the right to issue such
cards should be restricted to credit institutions. It was also consulted on a
number of occasions about draft national legislation and proposals for
Community instruments within its fields of competence. On 22 November, the
Council of the EMI met for the first time in Frankfurt.6

39. Parliament expressed its views on monetary policy issues on a number of
occasions, and in particular on 6 May in a resolution on the objectives and
instruments of monetary policy’” and in a resolution on the supervision of
commercial banks and financial institutions.®

Bull. 9-1994, point 1.2.11.

Bull. 10-1994, point 1.2.3.

Bull.11-1994, point 1.2.11.

0] C 18, 23.1.1995; Bull. 12-1994.

Point 1236 of this Report.

Bull. 11-1994, point 1.7.48.

0] C205,25.7.1994; Bull. 5-1994, point 1.2.4.
0] C 205, 25.7.1994; Bull. 5-1994, point 1.2.5.
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Preparations for the third stage

40. In a communication adopted on 6 April, the Commission proposed that a
study group be set up to examine the practical problems involved in introducing
the ecu as the single currency.!

41. The EMI embarked on a number of studies dealing with the technical and
legislative preparations for the third stage and covering bank notes, statistical
data, payment and information systems, the harmonization of monetary policy
instruments and techniques, and harmonization in the accounting field.

Policy coordination

42.  Alongside existing measures, and in order to reinforce the coordination of
economic policies stil] further, Article 103(2) of the EC Treaty provides for the
preparation of broad economic policy guidelines which are adopted by the
Council and against which Member States’ economic policies are assessed
annually. The broad economic policy guidelines for 1994, adopted on 11 July,?
set out the policy coordination recommendations considered to be appropriate
for the Community at the current stage of the economic cycle. They concentrate
mainly on price and exchange-rate stability, sound public finances, efforts to
implement the White Paper on growth, competitiveness and employment,? the
action plan adopted by the European Council in December 1993, and the
structural measures to be taken to help create jobs. In addition, since the
beginning of the second stage, budget deficits have been monitored under the
excessive deficits procedure.’

43. The Annual Economic Report for 1994, which was adopted by the
Commission on 23 Marché and on which the Economic and Social Committee
and Parliament delivered their opinions on 29 April” and 6 May,8 emphasized
the inconsistency between the price objectives set by the monetary authorities,
on the one hand, and fiscal policy and wage trends, on the other. It was argued
that this inconsistency represented the first macroeconomic obstacle o growth,
the second being the low potential output of the Community. It was therefore
necessary to change the economic policy mix and to place greater emphasis on

O] C 153, 4.6.1994; Bull. 4-1994, point 1.2.4.
O] L 200, 3.8.1994; Bull. 7/8-1994, point 1.2.2.
Point 17 of this Report.

Twenty-seventh General Report, point 16.
Point 36 of this Report.

COM(94) 90; Bull. 3-1994, point 1.2.7.

O] C 195, 18.7.1994; Bull. 4-1994, point 1.2.8.
0J €205, 25.7.1994; Bull, 5-1994, point 1.2.8.
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fiscal consolidation and lower interest rates if sustained, job-creating growth
was to be achieved. The Annual Economic Report for 1995 was adopted! by
the Commission on 13 December. The Commission’s economic forecasts are
markedly more favourable than at the beginning of the year, with both output
and exports increasing more strongly than anticipated. As a result, investment
is expected to grow vigorously in 1995 and 1996. This recovery should pave the
way for a slight reduction in unemployment and create conditions conducive to
a resumption of the catching-up process in the least-favoured countries and
regions of the Community. However, if growth is to lead to a substantial
reduction in unemployment and if the economic convergence needed for the
transition to the third stage of EMU is to be achieved, it will be necessary to
apply the measures and policies set out in the Commission’s White Paper on
growth, competitiveness and employment and in the broad economic policy
guidelines of 1993 and 1994. Budgetary consolidation and policies for reducing
public deficits will also have to be maintained.

44. On 15 September, the Economic and Social Committee adopted two
own-initiative opinions on monetary policy? and the role of savings.?

Thrust of economic policies in 1994 and 1995

45. In the broad economic policy guidelines of December 1993, on which
Parliament delivered an opinion in April,* the Council had set out a strategy
for sustaining the recovery that was broadly confirmed in the July guidelines.’
Given the strong performance of Member States’ economies, economic policies
should be geared towards the medium-term goal of promoting sustained and
non-inflationary growth and towards bringing about a significant reduction in
unemployment, in line with the objectives of the White Paper on growth,
competitiveness and employment. Application of this strategy calls for a stable
macroeconomic framework, the consolidation of budgetary positions, an upturn
in investment and the implementation of the structural reforms proposed in the
White Paper.

46. With the help of the economic upturn, most Member States initiated a
process of fiscal consolidation in 1994 which will last for a number of years and
will be consistent with the recommendations of the broad guidelines. Over the
medium term, fiscal policy will aim to boost national saving and, if necessary,

COM(94) 615; Bull. 12-1994.
Bull. 9-1994, point 1.2.10.
Bull. 9-1994, point 1.2.9.
O] C 128, 9.5.1994; Bull. 4-1994, point 1.2.3.
Bull. 7/8-1994, point 1.2.2.
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to ensure that actual growth does not overshoot potential growth, thereby
guaranteeing sustainable economic expansion.

47. The general environment also became more conducive to a reduction in
short-term interest rates, which actually fell during the year. The decline in
inflation, the moderation of wage settlements and Member States’ commitment
to fiscal consolidation prepared the ground for an easing of monetary policy.
Owing to the unexpected strength of the recovery, however, this easing of policy
came to a halt at the beginning of the summer. While short-term interest rates
have generally remained stable since then, long-term rates haverisen considerably.
Against this background, the main task is to ensure that inflation remains under
control and that inflationary expectations do not deteriorate.

Medijum-term economic developments in the Community

48. Despite the more favourable prospects, economic growth will be sustained
only if the endogenous forces of growth are strengthened by improving the
competitiveness and enhancing the dynamism of the national economies, which
will in turn require fiscal consolidation. A stable macroeconomic framework is
also essential if growth potential is to be translated into actual growth. This
means that economic growth should not be impeded over the medium term
either by a poor policy mix or by insufficient growth potential. It will therefore
be essential to increase national savings and to boost potential output growth
from 2.5% to around 3.5%. To achieve this objective, the share of investment
in Community GDP would need to rise from 19% to 23% or 24%.

49. However, even if such growth were realized, it would be insufficient to
reduce the rate of unemployment over the medium term to the target level set in
the White Paper on growth, competitiveness and employment. Structural reforms
of the labour market and active labour-market policies are therefore essential.
The debate on these issues has been greatly stimulated by the White Paper, and
many Member States have already implemented measures based on it.!

Operation of the EMS
50.  Following the period of general turbulence on foreign-exchange markets,

which led on 2 August 1993 to the temporary widening of the fluctuation
margins (to 15% in either direction),? the exchange-rate mechanism was spared

I Point 17 of this Report.
2 Twenty-seventh General Report, point 33.
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further strains, although some currencies occasionally came under pressure.
This occurred against the background of a weakening dollar, a gradual lowering
of short-term interest rates in Europe and a cautious approach to the management
of short-term interest-rate differentials.

51. Parliament adopted a resolution on exchange-rate policy within the Union
on 6 May.!

Wider use of the ecu

52. On 22 December, following the opinions delivered by the Monetary
Committee, the EMI and Parliament, the Council adopted Regulation (EC)
No 3320/94 (Table 1I) on the consolidation of the existing legislation on the
definition of the ecu, the aim being to make that definition compatible with
Article 109g of the EC Treaty. On 19 April, the Commission adopted a
recommendation? — following on from the 1992 White Paper on the legal
obstacles to use of the ecu,3 which the Economic and Social Committee had
endorsed on 22 February* — calling on Member States to give the ecu the status
of a foreign currency and urging those concluding contracts denominated in
ecus to take account of its economic and legal continuity in those contracts; it
also issued an explanatory note> — published in the context of the legal
conditions governing the ecu-denominated loans and bonds of the European
Communities — concerning the insertion of clauses guaranteeing legal continuity
into contracts previously drawn up in national currencies or ecus. Such
clauses have been incorporated into the prospectuses for ecu- and national
currency-denominated bonds issued by the European Communities® since the
Treaty on European Union came into force.

53. The entry into force of the Treaty on European Union, the signs of
economic recovery, the fall in short-term interest rates and the general rise in
long-term rates in Europe, together with the greater stability on European
foreign-exchange markets, all affected the ecu markets. An unmistakable upturn
was discernible from the beginning of the year, with the level of activity again
rising almost to that reached in the first half of 1991. An estimate of the overall
consolidated ecu market — all instruments included (but excluding the
Community budget, commercial transactions and secondary markets) — put

0] C205,25.7.1994; Bull. 5-1994, point 1.2.6.

Bull. 4-1994, point 1.2.6.

Twenty-sixth General Report, point 37.

0] C 133, 15.6.1994; Bull. 1/2-1994, point 1.2.5.

O] C 130, 12.5.1994; Bull. 4-1994, point 1.2.7.

The ECSC issue of FF 900 million on 18 November 1993; the European Community issues of ECU 475
million on 22 November 1993 and ECU 220 million on 26 July 1994.
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the volume of ecus in circulation at some ECU 200 billion (compared with ECU
100 billion in 1989). A new instrument — the ‘global bond’ — made its
appearance on the ecu bond market and was successfully issued by Portugal and
then by the EBRD, attracting European, US and Japanese operators. Despite the
severe turbulence on bond markets during the second quarter and the renewed
interest of operators in their domestic markets, the flow of sovereign issues
(including by France, the United Kingdom and Italy) was not affected and was
followed fairly regularly by private issues.! Between January and the end of the
year, the volume of issues totalled almost ECU 21 billion (73% of which were
sovereign issues, 21% were private and 6% stemmed from international
institutions). However, activity on the primary market was not sufficient to
cover the volume of securities reaching maturity (some ECU 22 billion over that
same period). As a result, on the secondary market ecu-denominated bonds
maintained the relatively low market share recorded in 1993 (5.2%) but with a
higher turnover.

54. In Germany the structure of the ecu markets was improved in order to
prepare the domestic capital market for monetary union and the future
development of the ecu market. The Frankfurt Stock Exchange, the only German
stock exchange on which ecu-denominated bonds are listed, introduced quoting,
clearing and settlement in ecus? through special accounts opened with one of
the three authorized German banks.3 A new clearing system linked to the ecu
entered its initial operational phase on 18 April. Administered by the Clearing
Bank Association, which was set up for this purpose in Moscow in 1992, this
system covers commercial banks in Central and Eastern Europe.

55.  The Commission frequently uses the ecu when it wishes to raise capital on
private markets (ECU 1326 million on average per month in 1994), using
the proceeds to finance specific programmes. In 1994, the Commission’s
ecu-denominated bond issues totalled only ECU 432 million, including ECU
70 million under the NCI and ECU 362 million for loans to non-member
countries.* The ecu is also increasingly used in the implementation of the
Community budget. The EIB, by contrast, made only limited use of the ecu in
its borrowing operations in 1994, although it remained an active ecu user
through its commercial-paper issuing programmes (volume of issues outstanding
of some ECU 1300 million throughout the year) and as a lender (ECU
1010 million disbursed, the ecu being the second most disbursed currency).

29 out of 75 in 1994, as against 15 out of 73 in 1993.

Ecu-denominated bonds were previously quoted, cleared and settled in German marks.

Deutsche Bank, Dresdner Bank and Commerzbank.

This low figure is due partly to the fact that neither Italy nor Greece took up in 1994 the final tranches of
the global loans granted to them by the Council in 1993 and 1991. Point 1153 of this Report.

bW o

GEN. REP. EU 1994



n-2 ECONOMIC AND MONETARY POLICY 31

56. On 6 May Parliament adopted a resolution on the international dimension
of the ecu.!

International monetary and financial matters

S7. At its 42nd meeting,? held in Washington in April and attended by
Mr Papantoniou, President of the Council, and Mr Christophersen, Vice-
President of the Commission, the Interim Committee of the International
Monetary Fund (IMF) noted the improvement in the wotld economic environ-
ment, particularly following the successful conclusion of the Uruguay Round
negotiations.? It encouraged the industrialized countries to implement forcefully
their plans for medium-term fiscal consolidation with a view to boosting national
savings, improving growth and employment prospects and making real progress
towards reforming the labour market. The Committee welcomed the launching
of operations under the enlarged and extended ESAF (Enhanced Structural
Adjustment Facility), which will permit continued concessional support for
low-income developing countries implementing sound adjustment and reform
programmes. It also called for official bilateral creditors to adopt a flexible
approach to debt reductions and recommended continued external assistance
on concessional terms for low-income countries. It also stressed that the guiding
principle for assistance to countries in the process of transition to market
economies should be that appropriate financial support would be mobilized
only in cases where recipient countries could demonstrate that they were
implementing sufficiently sound policies. The Committee encouraged the Fund
to play a central role in this process by granting, where necessary, increased
access to its OwWn resources.

58. At its 43rd meeting,* held in Madrid on 2 October under the chairmanship
of Mr Maystadt and attended by Mr Waigel, President of the Council, and
Mr Christophersen, the IMF Interim Committee, noting the improved world
economic outlook for the short term, underlined the need to concentrate on
economic policies aimed at sustaining non-inflationary growth, reducing
unemployment and increasing world living standards. It stressed the contribution
that economic policy cooperation had made to world economic progress since
the Bretton Woods agreement and reaffirmed the growing importance of such
cooperation in a highly integrated world economy. It also emphasized its
intention to reinforce its role in the economic policy cooperation and coordination
process and the role of the Fund in the international monetary system and, in

O] C 205, 25.7.1994; Bull. 5-1994, point 1.2.7.
Bull. 4-1994, point 1.2.10.
Point 985 of this Report.
Bull. 10-1994, point 1.2.6.
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that context, adopted a declaration on the implementation of such a cooperation
strategy. In addition, the Committee examined measures designed to boost the
financial assistance the Fund gives to its member countries, including a temporary
increase in the annual access limits, an extension of, and easier access to, the
Systemic Transformation Facility (STF), and an allocation of special drawing
rights (SDRs). The Committee also stressed the importance it attached to the
specific problems and needs of the countries in transition and of the poorest
countries.

59. At the G7’s annual summit meeting,! the participants stressed the
importance of the political and economic transformation so far achieved by
Central and East European countries and by the countries which made up the
former Soviet Union and reaffirmed their support for the efforts being made by
those countries. They welcomed the recovery now under way in the G7
economies against the background of historically low inflation rates and called
for multilateral surveillance and economic policy cooperation to be stepped up.
They underlined the need to implement appropriate structural measures in order
to reduce the high levels of unemployment.

Community initiatives and financial activities

Growth initiative

60. The growth initiative was launched by the European Council in Edinburgh?
in December 1992 and was reinforced by it in Copenhagen? in June 1993. It
advocates, besides action at national level, Community measures such as the
following: (i) the setting up of the European Investment Fund (EIF)* (with a
subscribed capital of ECU 2 billion); (ii) the Edinburgh facility,’ a temporary
lending arrangement to encourage investment in trans-European network
projects (by raising the authorized participation ceiling for EIB loans from 50%
of the total project cost to 75% for eligible projects). The total size of this
facility, originally set at ECU § billion by the European Council in Edinburgh,
was raised to ECU 8 billion in 1993, ECU 1 billion of which was earmarked
for the SME facilitys for strengthening the competitiveness of small and
medium-sized enterprises.

Point 818 of this Report.

Twenty-sixth General Report, point 20.

Twenty-seventh General Report, point 16.

Twenty-sixth General Report, point 54; Twenty-seventh General Report, point 54; point 79 of this Report.
'I;lwenty-sixth General Report, point 54; Twenty-seventh General Report, points 52 and §3; point 61 of
this Report.

¢ Twenty-seventh General Report, point 42; point 61 of this Report.
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Development of financing techniques

61. The SME facility, which was set up in the first half of the year following
the Council’s adoption of Decision 94/217/EC on 19 April (Table II), provides
for Community interest subsidies of two percentage points on a total volume of
EIB loans to SMEs of ECU 1 billion. A cooperation agreement! between the
Commission and the Bank that was signed on 14 June specifies how the facility
is to be implemented. The subsidized EIB loans will be allocated to SMEs under
the Bank’s standard global loan procedures, i.e. through a network of financial
intermediaries in the different Member States. On 19 October, the Commission
presented its first annual report to Parliament and to the Council on the
implementation of this facility.?

Community borrowing and lending

62. On 18 July, the Commission adopted its annual report on the Community’s
borrowing and lending activities in 1993.3 It also adopted on 18 July and
17 November the reports on the rate of utilization of the New Community
Instrument.3

63. On 21 March, the Council adopted a decision authorizing Euratom to help
fund safety improvements at nuclear power stations in certain non-member
countries.*

European Bank for Reconstruction and Development (EBRD)

64. The volume of the EBRD’s operations stabilized in 1994: 91 new projects
were financed costing ECU 1 870 billion, compared to ECU 1 642 billion in 1993
(+ 14%). However, this apparent stability conceals a marked change in the
composition of the Bank’s operations: the private sector accounted for a greater
proportion of commitments — 70%. As a result, the share of infrastructure
projects in the Bank’s operations is tending to fall, amounting to ECU 355 million
in 1994 compared to ECU 723 million in 1993. More operations were carried
out in conjunction with local financial intermediaries, particularly with a view
to financing small and medium-sized enterprises. The Bank also took on
increased risks, especially by setting up in Russia regional investment funds and
a fund for financing SMEs. From a geographical viewpoint, the Bank’s operations

Bull. 6-1994, point 1.7.44.
COM (94) 434; Bull. 10-1994, point 1.2.5.
Point 1151 of this Report.
Point 1161 of this Report.
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also changed significantly in the direction of wider distribution and a better
balance. These changes, which were welcomed by Parliament! on 18 January,
reflect the new strategy defined at the beginning of the year, which was supported
by the Bank’s governors at the annual general assembly? held in St Petersburg
from 16 to 19 April. As forecast, the Bank should still show a slight net loss for
1994, mainly because of less favourable conditions on financial markets for
treasury operations. However, the Bank could balance its books in 1996.

65. The European Community maintained its support for the EBRD, particu-
larly by providing almost ECU 35 million from the PHARE and TACIS budgets
for financing technical assistance operations. Parliament, in its resolution of
11 March on the democratic control of the EIB and the EBRD,3 called for the
latter to be subject to supervision by the Court of Auditors.

Macro-financial assistance for the countries of Central and
Eastern Europe and for other non-member countries

66. The Community continued to grant financial assistance to the countries of
Central and Eastern Europe within the framework of the Group of 24* and in
the form of loans or — exceptionally in the case of Albania — grants. The
Commission paid out a total of ECU 70 million’ on the basis of the decision
taken in 1992 to assist Bulgaria. Consideration was also given to new funding
for Romania, Albania, Slovakia and Bulgaria. In this connection, the Council
adopted Decision 94/369/EC of 20 June granting financial assistance of ECU
125 million to Romania (Table II) and Decision 94/773/EC of 28 November
granting financial assistance of ECU 35 million to Albania (Table II). It also
adopted on 22 December a Decision granting ECU 130 million to Slovakia
(Table II). Finally, following the dissolution of the Czech and Slovak Federal
Republic, the Council decided on 24 January (Table II) to split the loan granted
in 19916 On 21 April, the Commission proposed granting an additional
medium-term loan to Bulgaria (Table II).

67. Within the framework of Council Decision 91/688/EEC granting a
medium-term loan of ECU 1 250 million to the former Soviet Union,” new loan
contracts were signed with a number of the Independent States.® On 13 June,

O] C 44, 14.2.1994; Bull. 1/2-1994, point 1.3.95.

Bull. 4-1994, point 1.3.62.

O] C 91, 28.3.1994; Bull. 3-1994, point 1.7.36.

Point 787 of this Report.

Point 1155 of this Report.

OJ L 56, 2.3.1991; Twenty-fifth General Report, point 74.

OJ L 362, 31.12.1991; Twenty-fifth General Report, point 844,
Point 1156 of this Report.
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the Council adopted Decision 94/346/EC granting financial assistance of ECU
45 million to Moldova (Table II), the first ECU 25 million tranche of which was
paid over.! On 22 December, the Council decided to grant assistance of ECU
85 million for Ukraine (Table II).

68. Further financial assistance was also given to Algeria, including payment
of the second tranche of ECU 150 million of the loan granted to that country?
in 1991. The Council also decided on 22 December to grant additional
macro-financial assistance of ECU 200 million (Table II) for Algeria.

69. The Commission’s report on the implementation of financial assistance
was adopted on 7 June.?

European Investment Bank (EIB)*

70. The EIB continued to support the aims of the European Union. All in all,
itgranted loans totalling ECU 19 928 million in 1994, including ECU 2 246 million
within the framework of Community cooperation with non-member countries,
compared to ECU 19 611 million in 1993.

71. In addition to its normal activities, the EIB continued to implement the
measures adopted in connection with the growth initiative.S It committed to
138 projects virtually all of the ECU 7 billion available under the temporary
lending facility (Edinburgh facility) designed to speed up the financing of
trans-European networks and environmental protection infrastructures.

72.  Following Parliament’s opinion and the Council’s decision to grant interest
subsidies from budgetary resources for loans to small and medium-sized
job-creating enterprises,® the EIB concluded global loans and subsidy agreements
with intermediary institutions in all Community countries.

73, The EIB took an active part in the work of the Christophersen Group,’
contributing, given its experience of funding large-scale infrastructure projects,
to finding effective solutions to the problems posed by the development of

Point 1155 of this Report.
O] L 272, 28.9.1991; Twenty-fifth General Report, point 77.
O] C 182,2.7.1994; COM(94) 229; Bull. 6-1994, point 1.2.14.
Copies of the EIB’s Annual Report and of other publications relating to the Bank’s work and its operations
can be obtained from the main office (100 Boulevard Konrad Adenauer, L.-2950 Luxembourg, tel. 4379-1)
or from its external offices.
5 Point 60 of this Report.
6  Point 61 of this Report.
7 Point 321 of this Report.
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the trans-European networks. In order to support the development of the
Community’s less-favoured regions, it helped to vet a number of projects for the
Cohesion Fund! and administered the financial assistance mechanism set up
under the EEA Agreement,? which provides for ECU 1.5 billion in EIB loans,
accompanied by interest subsidies of two percentage points, and ECU 500 million
in grants for investment projects in the Community’s least-favoured regions. On
8 April the EIB’s Board of Governors gave its approval to the granting of loans
and guarantees in EFTA countries up to a maximum of ECU 500 million per
year for two years.

TABLE 1
Contracts signed in 1994 and from 1990 to 1994
(million ECU)
1994 1990-94
Amount % Amount %

Belgium 615.3 3.5 1705.4 2.2
Denmark 849.7 4.8 3519.4 4.5
Germany 2407.9 13.6 8332.1 10.6
Greece 534.7 3.0 1966.5 25
Spain 3011.5 17.0 14 321.7 18.2
France 2477.4 14.0 10 187.1 13.0
Ireland 2911 1.6 14374 1.8
ltaly 3099.5 17.5 18 114.8 23.0
Luxembourg 5.1 0.0 88.2 0.1
Netherlands 399.5 23 1354.3 1.7
Portugal 1109.7 6.3 5625.7 7.2
United Kingdom 2454.7 13.9 10774.4 13.7
Austria 89.5 0.5 162.0 0.2
Finland 60.2 0.3 60.2 0.1
Sweden 15.3 0.1 153 0.0
Other! 260.8 1.5 984.6 1.3
Community total? 17 681.9 100.0 78 649.0 100.0

ACP-OCTs 461.6 20.6 1485.3 223
Mediterranean 607.0 27.0 2194.3 33.0
Central and Eastern Europe 957.0 42.6 2659.0 39.9
Latin America, Asia 220.0 9.8 319.0 4.8
Non-Community total? 22456 100.0 6 657.5 100.0

Overall total 19927.5 85 306.6

1 Projects of Community interest located outside the territory of the Member States.
2 Inc{udes guarantees amounting to ECU 26 million in 1994 and ECU 205 million from 1990 to 1994.
3 Includes risk capital from budgetary resources:

(i) ACP-OCTs: ECU 239.1 million in 1994 and ECU 597.9 million from 1990 to 1994;

(ii) Mediterranean: ECU 28 million in 1994 and ECU 58.9 million from 1990 to 1994.

! Point 435 of this Report.
Twenty-seventh General Report, point 55.

[N}

GEN. REP. EU 1994



11-2 ECONOMIC AND MONETARY POLICY 37

74. Loans granted for projects in the Community totalled ECU 17 682 million
in 1994, compared with ECU 17 724 million in 1993 and ECU 16 141 million in
1992, this against the background of a still difficult economic situation. The EIB
was active in the 12 Community countries and in the three applicant countries.

75, In accordance with the task assigned to it, the EIB gave priority to
channelling the savings it borrows on the financial markets to investment
projects contributing to the development of the less-favoured regions. This
assistance accounted for some 72% of financings in the Community. Loans for
Community communication infrastructures amounted to ECU 5 698 million;
financing for environmental protection or improvements totalled ECU 4 866 mil-
lion and that for the energy-supply sector, ECU 3 526 million. In the industrial
and service sectors, which are more vulnerable at times of economic slowdown,
assistance totalled ECU 3 594 million, including ECU 1693 million for some
6 770 investment projects undertaken by small and medium-sized firms and
provided in the form of global loans to a large number of partner banks.

76. Operations outside the Community amounted to ECU 2246 million
(compared with ECU 1 887 million in 1993 and ECU 894 million in 1992). In the
Central and East European countries, the authorization given by the EIB’s Board
of Governors in May to provide loans amounting to ECU 3 billion, backed by
Community guarantees,! resulted in a level of assistance of ECU 957 million,
including, for the first time, loans in Latvia and Lithuania. In the Mediterranean
area, financings amounted to ECU 607 million, including ECU 210 million
within the framework of the non-protocol additional operations, which can
include assistance in the occupied Palestinian territories. In the ACP countries
and the OCTs, and for the first time in Eritrea, financings, principally under the
Fourth Lomé Convention, totalled ECU 462 million, including ECU 239 million
of risk capital. Finally, the EIB extended its lending to new countries in Latin
America (ECU 121 million) and in Asia (ECU 99 million).

77 The EIB obtained the funds needed for its lending activities by borrowing
2 total of ECU 14 148 million on the capital markets, mainly in the form of
fixed-rate issues: 75% was raised in Community currencies and in ecus.

78. In June, the Board of Governors replaced part of the Bank’s Management
Committee members: Mr Gennimatas, Mr Ponzellini, Mr Marti and Mrs Obolen-
sky were appointed Vice-Presidents in place of Mr Duborg, Mr Izzo, Mr De
Oliveira Costa and Mr Prate.

1 Point 1150 of this Report.
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European Investment Fund (EIF)

79.  The European Investment Fund, the establishment of which was agreed as
part of the growth initiative! at the Furopean Council meeting in Edinburgh,
held its inaugural general meeting in Luxembourg on 14 June; representatives
of the EIB, the Commission and 58 financial institutions contributing to its
capital took part. The addition to the Statute of the EIB came into force on
1 May? following ratification by the 12 national parliaments.3 On the basis of
that amendment, the EIB’s Board of Governors set up the EIF on 25 May and
adopted its Statutes.> The EIF’s sharcholders include the EIB (40% of the
capital), the European Community (30% of the capital) and financial and
banking institutions in the Member States. Council Decision 94/375/EC on the
Community’s share in the Fund was adopted on 6 June (Table II).

80. The Fund’s activities will be based on the financing of investment projects
associated with the trans-European networks (TENs) and on funding for small
and medium-sized enterprises (SMEs). The Fund’s capital will serve as a basis
for providing loan guarantees, and the Fund will subsequently also be able to
provide equity capital. The Fund operates on a commercial basis and therefore
seeks to obtain an appropriate return on its operations. By the second half of
the year, all the preparatory work necessary to ensure a swift development of
its activities had been completed, and the first guarantee contract was signed on
23 September. By the end of the year, loan guarantees worth ECU 711 million
had already been approved for 12 projects, while guarantees worth ECU
471 million had been signed for seven projects.

' Twenty-sixth General Report, point 54; Twenty-seventh General Report, point 54; point 60 of this Report.
2 Bull. 5-1994, point 1.2.9,
3 OJL173,7.7.199%4.
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Section 3

Statistical area

Priority activities and objectives

81. Eurostat continued the implementation of its framework programme for
priority action in the field of statistical information (1993-97),! particularly, in
line with the principle of subsidiarity, through increased dialogue with the
national statistical institutes. On 10 March, the Commission submitted to the
Council a Regulation (Table 11) on Community action in the field of statistics,
specifying the arrangements for partnership between Eurostat and the statistical
authorities of the Member States, reiterating the underlying principles (scientific
independence, transparency, impartiality, reliability and relevance) and estab-
lishing the rules for safeguarding statistical confidentiality. In addition, on
17 November, the Commision adopted a proposal for a Council Decision
setting out the conditions for cooperation between the European Monetary
Institute and the Committee on Monetary, Financial and Balance-of-payments
Statistics (Table II). It also adopted, on 4 February? a communication on
progress in the harmonization of gross national product (GNP). Furthermore,
with a view to improving the comparability of national economic results,
Eurostat participated in the revision of the European System of Accounts (ESA),
which is designed for the compilation, within the various national accounts
systems, of comparable accounts and tables which can thus be used by the
Community. On 16 December, the Commission accordingly adopted a proposal
for a Council Regulation (Table 1) on the application of the ESA. The
Commission also took part, with the assistance of the national statistical offices,
in work aimed at the complete harmonization of consumer price indices.

Externally, cooperation with the EFTA countries was stepped up and further
efforts were also directed at the Central and East European countries’ and the
Independent States of the former Soviet Union to assist them in implementing
statistical systems which are compatible with the requirements of a market
economy. In this context, statisticians’ training was encouraged and significantly
extended. In particular, a seminar was organized in Alma Ata (Kazakhstan) on
the use of product classifications in external trade statistics. Eurostat also

! Twenty-seventh General Report, point 62.

2 COM(94) 16; Buil. 1/2-1994, point 1.6.1.

Agreement on statistical matters between the European Commission on the one hand and the governments
of Bulgaria, the Czech Republic, Hungary, Poland, Romania, Slovakia and Slovenia on the other — Bull.
1/2-1994, point 1.6.3.
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assisted in the continued training of students at the school for statisticians in
Kigali (Rwanda) and in the population census in the former Yugoslav Republic
of Macedonia, conducted under international supervision.

Among Eurostat’s new publications,! mention should be made in particular of
a publicity brochure giving a statistical summary of the main aspects of the
European Union,? an edition of Sigma dealing with statistical information and
trans-European networks,3 and a publication on the Russian Federation.2

Statistical information relating to the provisions of the Single Act

82. Eurostat continued its task of compiling statistical indicators to monitor
the entire internal market. In particular, it was involved in introducing a new
legislative framework for indicators on the structure of enterprises.

83. Council Decision 94/445/EC* on inter-administration telematic networks
for statistics relating to the trading of goods between Member States (Edicom)
should improve the functioning of the Intrastat statistical system,’ which covers
such movements of goods.

84. In the field of steel statistics, the Commission adopted, on 16 November,
Recommendation 94/780/ECSC on statistics relating to the activities of dealers
in steel products.®

85. Asregardssocial statistics, Eurostat created a European panel of households
in order to make the best possible assessment of incomes and living conditions
across the Member States of the Union and obtain the information needed to
monitor the social implications of the Single Act.

Statistical information linked to the support
of other Community policies

86.  As part of the follow-up to the White Paper on the future development of
the common transport policy” and of the White Paper on growth, competitiveness
and employment,® Eurostat endeavoured to provide the European Union with

See the Bulletins for the year, under ‘Statistical system’.

Bull. 5-1994, point 1.5.4.

Bull. 6-1994, point 1.6.6.

Point 331 of this Report (Trans-European networks).

Council Regulation (EEC) No 3330/91 on statistics relating to the trading of goods between Member
States (Intrastat) - O] L 316, 16.11.1991; Twenty-fifth General Report, point 1232.

O] L 315, 8.12.1994; Bull. 11-1994, point 1.6.2.

7 Point 363 of this Report.

8 Point 17 of this Report.
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reliable transport statistics and also worked on the preparation of a Regulation
on air transport statistics. The CARE project on statistics on road traffic
accidents was implemented. In addition, on 4 July, the Commission adopted a
draft Directive on statistics relating to the transport of goods and passengers by
sea {Table 1I).

87. On 24 January, by Decision 94/78/EC, Euratom, the Council established a
multiannual programme for the development of Community statistics on
research, development and innovation (Table II).

88. In connection with environment policy, on 15 December the Council
adopted Decision 94/808/EC on a four-year programme (1994-97) for developing
regular official statistics on the environment in cooperation with the European
Environment Agency. In addition, a database was made available to users for
calculating emissions, particularly CO, (Table II).

89. In the field of energy, apart from the provision of traditional data such as
quantitative flows and prices, special surveys were conducted on renewable
sources of energy and combined heat and power production. Work also started
on the collection of data on transport and energy networks.

90. Changes were made to agricultural statistics, in particular following the
reform of the common agricultural policy. A new set of statistics on ‘agricultural
unit values’ was developed. The tabular database on the structure of agricultural
holdings, ‘Eurofarm’, became operational. In addition, on 14 November, the
Council adopted, on the basis of the pilot project introduced by Decision
88/503/EEC,! Decision 94/753/EC on continuing the use of remote sensing for
agricultural statistics during the period 1994-98 (Table II).

91. Inthe field of fisheries, on 9 September the Commission adopted a proposal
for a Council Regulation on the submission of nominal catch statistics by
Member States fishing in certain areas other than those of the North Atlantic

(Table II).
92. The promotion of education and training statistics was the subject of a

resolution, adopted by the Council on 5§ December,? in which the Member
States were urged to step up their cooperation in this field.

1 OJ L 273, 5.10.1988; Twenty-second General Report, point 72.
2 Bull. 12-19%4.
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Section 4

Internal market

Priority activities and objectives

93. The European Council at its meeting in Brussels! recalled that the single
market was one of the main instruments for achieving the objectives of
competitiveness, growth and employment. It was in this spirit that the strategic
programme ‘Making the most of the Internal Market> was published in
December 1993, with Parliament giving its opinion on 20 April3 This
programme served as a basis for activity in the area of the internal market in
1994. Special attention was focused on its practical functioning and a number
of initiatives were taken to determine the reaction of private individuals and
economic operators. In addition to completing certain aspects of the legislative
framework, a good deal of activity was focused on management of the single
market. Action was also undertaken in several fields in order to develop even
further the single market’s potential.

With a view to ensuring the transposal and effective application of the directives
concerning the establishment and functioning of the single market, the
Commission adopted on 16 February a communication on administrative
cooperation which was subsequently endorsed by the Council and Parliament.*

The free movement of goods was the subject of constant monitoring by the
Commission — where appropriate, in close cooperation with the EFTA
Surveillance Authority. The abolition of border controls on individuals remains
an area in which progress is running well behind schedule. As part of its strategy
to achieve this objective, and in order to comply with the timetable laid down
in Article 100¢(3) of the EC Treaty, the Commission proposed a standard model
for the visa to be issued to third-country nationals.S It also continued its work
to ensure implementation of the freedom to provide services essentially on the
basis of the principle of mutual recognition, in accordance with the guidelines
set out in its 1993 interpretative communication on the subject.® Significant
progress was made in the area of financial services. The single market in
insurance was completed with the entry into force on 1 July of the Third

Bull. 12-1993, point 1.3.
Twenty-seventh General Report, point 104,
0] C 128, 9.5.1994; Bull. 4-1994, point 1.2.11.
Point 95 of this Report.
Point 2 of this Report.
Twenty-seventh General Report, point 103.
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Directives on life and non-life insurance.! A Directive on deposit-guarantee
schemes® was also adopted, together with a Directive amending the Directive
on admission prospectuses for stock-exchange listings® and a Directive on the
prudential supervision of financial institutions.* The Commission also adopted
a proposal for a Directive designed to improve the conditions in which
cross-border transfers are carried out.’

On the matter of indirect taxation, activities were geared essentially towards
improving the new common systems and ensuring that they are effectively
implemented, in particular by means of additional simplification measures, and
towards setting in train work on the definitive VAT system. As for direct
taxation, the Commission adopted several proposals aimed at improving the
fiscal environment of SMEs.6

In the area of industrial property, the Council adopted a common position on a
proposal for a Directive on the legal protection of biotechnological inventions.

In the field of public procurement, the Commission has concentrated on
measures designed to improve the operation of the legislation. On the external
front, a major step was taken with the signing, within the GATT, of the
Government Procurement Agreement.8

The Commission pressed abead with its efforts to promote a two-way flow of
information on the single market. ‘Internal Market Weeks’ were held in all
Member States. It also continued to listen to the views of businesses, trade
unions and individuals. For example, organizations representing a wide range
of interests were invited to contribute to the preparation of the annual report
on the internal market,? and hearings organized both by the Commission
and by the Economic and Social Committee gave interested parties further
opportunities to provide feedback on their experience of the single market.

Management of the internal market

94. The level of transposal of Community legislation reached 89% by the end
of 1994. However, this figure masks substantial differences between sectors. In
a number of important areas such as public procurement, intellectual property

O] L 228, 11.8.1992; OJ L 360, 9.12.1992; Twenty-sixth General Report, point 131.

Point 129 of this Report.
Point 136 of this Report.
Point 130 of this Report.
Point 134 of this Report.
Point 190 of this Report.
Point 152 of this Report.
Point 158 of this Report.
Point 98 of this Report.
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and insurance, the level of transposal is significantly below this average. The
Commission has intensified its efforts to speed up transposal and to examine
the conformity of national measures.

95.  Effective enforcement of the single market depends to a large extent on the
development of administrative cooperation between Member States. In its
Resolution of 16 June,! which follows on from the Commission’s communication
of 16 February on administrative cooperation,? the Council welcomed the
Commission’s approach.

96. The ‘Internal Market Weeks” held in all the Member States were preceded
by the installation of a telephone ‘hotline’ which enabled individuals and firms
alike to make better known their views. These events gave them the opportunity
to learn about the single market and to relate their experiences.

97.  Considerable preparatory work was undertaken for the study on the
business and economic implications of the internal market requested by the
Council. The basic framework for research has been established and calls for
tender launched. This study will be the first major attempt to evaluate the
impact of the internal market across a wide range of sectors.

98. The first annual report on the internal market (1993) was adopted by the
Commission on 14 March.? Parliament and the Economic and Social Committee
adopted their opinions on 22 April* and 14 September.5 On 30 November, the
Commission also adopted a summary report for 19946 which it presented to
the European Council meeting in Essen. Although its assessment was broadly
positive, it highlighted the need for progress in transposing legislation, liberalizing
certain sectors and monitoring the way in which legislation is implemented.

Free movement of goods

Implementation of Articles 30 to 36 of the EC Treaty?

99.  As part of the completion of the process of removing controls at internal
frontiers and abolishing barriers to trade, the Commission continued its
monitoring of compliance by Member States with the principles of Articles 30,

0] C 179, 1.7.1994; Bull. 6-1994, point 1.2.16.

COM(94) 29; Bull. 1/2-1994, point 1.2.7.

COM(94) 55; Bull. 3-1994, point 1.2.8.

0] C 128, 9.5.1994; Bull. 4-1994, point 1.2.12.

0] €295, 22.10.1994; Bull 9-1994, point 1.2.15.

COM(94) 553.

Further information is contained in the 12th annual report to Parliament on Commission monitoring of
the application of Community law (1994) (to be published in 1995) — point 1268 of this Report.
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34 and 36 of the EC Treaty. The number of cases under examination as at
31 December 1994 was 603, and 240 new complaints have been received. As in
previous years, the Commission was guided by the principles of equal treatment,
proportionality and mutual recognition both when examining complaints, cases
detected by the Commission itself and infringements and in the context of
regular meetings with representatives of the various Member States. The
Commission also acted on its own initiative by conducting general enquiries to
examine the state of Member States’ legislation in a particular sector, this being
part of the necessary cooperation between the Commission and the Member
States. This year, for example, it concerned itself in particular with the question
of the marketing and installation of parabolic relevision aerials and the marketing
of infant formulae.

100. The Commission departments responsible for applying Articles 30 et seq.
of the EC Treaty acted in close cooperation with the departments of the EEA
Surveillance Authority responsible for monitoring compliance with Articles 11
et seq. of the EEA Agreement.!

Technical sector

101. Pursuant to Directive 83/189/EEC,2 which lays down a procedure for the
provision of information in the field of technical standards and regulations, the
Commission received 389 notifications of draft technical regulations, compared
to 385 notifications in 1993. Since the information procedure came into force,
the Commission has received a total of 2 890 notifications. During the year, the
Commission issued detailed opinions on account of the breaches of Community
law to which draft regulations might give rise in 79 cases.> The Member States
did so in 69 cases.?

102. The number of notifications under the procedure for the exchange of
information in the field of technical regulations provided for in the Agreement
on the European Economic Area dropped from 82 in 1993 to 60 in 1994, a
reduction of 27%. For its part, the Commission, acting on behalf of the
Community, issued a total of 55 observations* to the EFTA countries which
are signatories to the EEA Agreement.? The same procedure also applies
informally to Switzerland. The number of notifications by Switzerland went

1 Point 778 of this Report.

2 O] L 109, 26.4.1983; Seventeenth General Report, point 150.

3 TFigures as at 30 January 1994. The time limit for issuing detailed opinions (or observations in the case of
the EFTA countries) concerning drafts notified in 1994 is 31 March 1995.

4 Of which, 15 detailed opinions sent to the three new Member States.
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from 28 in 1993 to 43 in 1994. The Commission, acting on behalf of the
Community, issued 26 observations to these countries.!

103.  On 23 March, the European Parliament and the Council adopted Directive
94/10/EC? amending Directive 83/189/EEC for the second time to define its
scope in more detail and to clarify the Member States’ obligations under the
Directive.

104. In order to make it easier for Member States to apply the Directives
adopted under the new approach,’ to encourage a consistent interpretation of
their provisions and to ensure uniform application of the conformity assessment
procedures laid down in them, the Commission organized sectoral meetings
with the parties concerned (Member States, industry) and between the notified
certification bodies.

105. Thelegislative work in the framework of the new approach also continued
and the European Parliament and the Council adopted Directive 94/9/EC
(TableI) on the approximation of the laws concerning equipment and protective
systems intended for use in potentially explosive atmospheres, and Directive
94/11/EC on footwear (Table I). The Council adopted a common position on a
proposal concerning lifts in June (Table I).

106. In the foodstuffs sector, on 30 June the Furopean Parliament and the
Council adopted Directive 94/36/EC on colourings (Table 1) and Directive
94/35/EC (Table I) on sweeteners, on 15 December the Council approved a
proposal for a Directive (Table I) on additives other than colourings and
sweeteners, and on 7 December they adopted Directive 94/52/EC (Table I) on
extraction solvents. The implementation of these texts, which cover an area in
which there are particularly large differences between the national laws, will
make it possible to abolish a substantial number of the barriers which still exist.
The Member States will nevertheless be authorized, under certain conditions, to
maintain bans concerning the use of additives in certain traditional food products
pursuant to Directive 94/34/EC (Table I) which was adopted by the European
Parliament and the Council on 30 June. Furthermore, on 24 January, the Council
decided (Table III) to open negotiations on the Community’s accession to the
Codex Alimentarius. The Commission adopted proposals on foodstuffs intended
for a particular nutritional use (Table I), mineral waters (Table I), and the
labelling of foodstuffs (Table I). With regard to scientific cooperation, it laid
down, following the adoption on 29 June of management rules for cooperation

1 Figures as at 30 January 1994. The time limit for issuing detailed opinions (or observations in the case of
the EFTA countries) concerning drafts notified in 1994 is 31 March 1995.

2 Point 206 of this Report.

3 0] C 136, 4.6.1985; Nineteenth General Report, point 210.
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in the food sector,! the first detailed inventory of tasks? requiring the
participation of specialized research institutes in the Member States.

107. The legislative work in the chemical products sector in particular
concerned the adaptation of Directive 76/769/EEC on the marketing and use of
certain dangerous substances and preparations.® It comprised Parliament and
Council Directive 94/27/EC of 30 June amending the Directive for the 12th time
by extending its scope to include nickel (Table I), Directive 94/48/EC of
7 December (Table 1) amending it for the 13th time with regard to the use of
flammable gases in certain aerosols, and Directive 94/60/EC of 3 December
(Table 1) amending the Directive for the 14th time so as to include creosote,
carcinogenic, mutagenic and teratogenic substances and certain chlorinated
solvents. For its part, on 14 December, the Commission adopted a proposal for
a 16th amendment to the Directive (Table I) to extend its scope to include
hexachlorohexane. In accordance with Article 100a(4) of the EC Treaty, on
14 September the Commission also adopted a Decision authorizing Germany to
derogate from Directive 91/338/EEC.#

108. The measures needed for the completion of the single market in the
pharmaceuticals sector have now all been adopted. Two marketaccess procedures
will apply from 1 January 1995, either the single authorization procedure, which
will be used for some new medicinal products and will be compulsory for
biotechnology or a decentralized procedure based on the mutual recognition of
national authorizations and, should a conflict arise, on binding Community
arbitration which will apply to most medicinal products. The European Agency
for the Evaluation of Medicinal Products set up under Regulation (EEC)
No 2309/935 will supervise the authorizations. The Agency, which was created
in 1994, will start work on 1 January 1995. In addition, on 16 June, the Council
adopted Decision 94/358/EC (Table II) accepting the Convention on the
Elaboration of a European Pharmacopoeia.

109. In the motor vehicles sector, the European Parliament and the Council
adopted Directive 94/12/EC, which is aimed at reducing pollutant emission limit
values.6 On 30 May, they also adopted Directive 94/20/EC (Table ) on coupling
devices and approved the proposal for a Directive on the maximum power of
vehicles (Table I). Furthermore, on 13 December, the Commission adopted two
proposals (Table I) on the safety of motor vehicles, one concerning resistance to

O] L 189,23.7.1994.

0] L 253,29.9.1994.

O] L 262,27.9.1976.

O] L 186, 12.7.1991; Twenty-fifth General Report, point 138.
OJ L 214, 24.8.1993; Twenty-seventh General Report, point 77.
Point 530 of this Report.

B N T S

GEN. REP. EU 1994



48 THE SINGLE MARKET AND THE COMMUNITY ECONOMIC AND SOCIAL AREA -4

frontal collisions (Table I} and the other concerning lateral impacts (Table I),
and on 16 December, it adopted two proposals for Directives on measures to be
taken to combat pollution caused by diesel engines (Table I) and motor vehicle
emissions (Table I). It also adopted a Directive on windscreen wipers and
washers. On 8 December, the Council adopted a common position on the
proposal for a Directive on the fire behaviour of materials used in the interior
fittings of buses and coaches (Table I).

110. For their part, on 16 June the European Parliament and the Council
adopted Directive 94/25/EC (Table I) on recreational craft, which lays down
safety, health and consumer and environmental protection requirements,

111. On 31 January, the Commission adopted a proposal for a Directive
(Table I) on the safety of cableway installations designed to carry passengers.

112. Lastly, in the textile products sector, on 25 January the Commission
adopted a proposal for a Directive (Table I) on textile names, aimed at
consolidating Directive 71/307/EEC! and the successive amendments to it.

Veterinary and plant health legislation

113.  This year some important decisions were adopted in the veterinary and
zootechnical field. In particular, on 23 June, the Council adopted Directive
94/28/EC (Table II) on the zootechnical and genealogical conditions applicable
to imports of animals, their semen, ova and embryos, and amending Directive
77/504/EEC* on pure-bred breeding animals of the bovine species, and
on 27 July, it adopted Directive 94/42/EC (Table II) amending Directive
64/432/EEC3 on health problems affecting intra-Community trade in bovine
animals and swine. It also adopted Decision 94/117/EC* on certain small
establishments ensuring the distribution of fishery products in Greece, Decision
94/370/EC? amending Decision 90/424/EECS on expenditure in the veterinary
field, and Decision 94/371/ECS on the putting on the market of certain types of

eggs.

114. The Council extended until 1 July 1998 Decision 90/218/EEC7 concerning
the administration of bovine somatotrophin (BST) (Tablell). In an own-initiative

OJ L 185, 16.8.1971.

OJ L 206, 12.8.1977.

OJ L 121, 29.7.1964.

OJ L 54, 25.2.1994; Bull. 1/2-1994, point 1.2.23.

OJ L 168, 2.7.1994.

O] L 224, 18.8.1990; Twenty-fourth General Report, point 96.
OJ L 116, 8.5.1990; Twenty-fourth General Report, point 100.
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opinion on 15 November, the Committee of the Regions had already called for
an extension of the moratorium and further reflection and research concerning
the biological, environmental, technological and ethical implications of the use
of BST.1

115. The Commission adopted various proposals for directives, on 28 January
on trade in equidae intended for competitions (Table II), on 10 June on
conditions for drawing up provisional lists of third-country establishments
(Table II), on 23 September on the control of diseases affecting bivalve molluscs
(Table IT), on § December on the certification of animals and animal products
(Table 1I), and on 10 January laying down health rules for the production and
marketing of fresh meat and milk products (Table II). Parliament considered the
problem of the transport of animals in two resolutions, one adopted on
21 January? and the other on 30 September.3

116. On the international front, the Commission proposed on 28 April (Table
[11) that the Council should sign a draft agreement with New Zealand on health
protection measures applicable to trade in animals, animal products, fish, fish
products and live bivalve molluscs.

117. The scope of the new plant health arrangements that came into force on
1 June 19934 was widened to cover the Canary Islands, where the arrangements
will be applicable from 1 January 1995 following the adoption of Directive
94/13/EC (Table II) on 29 March. This Directive also includes provisions
applicable to the Community as a whole, completing the present arrangements.

118. 1In the pesticides sector, the arrangements concerning the placing of plant
protection products on the market introduced by Directive 91/414/EECS were
supplemented after the adoption by the Council on 27 July of Directive
94/43/EC,6 laying down uniform principles to be applied by the Member States
for authorization of such products; a resolution on these principles was passed
by Parliament on 22 April.” In the framework of the programme for fixing
maximum levels of pesticide residues in agricultural products, the Council
adopted on 23 June two Directives® establishing Community tolerances for new
groups of residues, while the Commission on 11 November adopted two new
proposals under the same programme.’

Bull. 11-1994, point 1.2.19.

0] C 44, 14.2.1994; Bull. 1/2-1994, point 1.2.18.

0] C 303, 31.10.19%4; Bull. 9-1994, point 1.2.19.
Twenty-seventh General Report, point 91.

O] L 230, 19.8.1991; Twenty-fifth General Report, point 116.
OJ L 227,1.9.1994; Bull. 7/8-1994, point 1.2.14.

0] C 128, 9.5.1994; Bull. 4-1994, point 1.2.23.

O] L 189, 23.7.1994; Bull. 6-1994, point 1.2.34.

COM(94) 482; Bull. 11-1994, point 1.2.20.
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119. On 20 June, the Council adopted Regulation (EEC) No 1468/94 (Table
II) extending for one year the application of present provisions on the labelling
of agricultural products produced by producers converting to organic farming.

120. On 27 July, the Council adopted Regulation (EC) No 2100/94 on
Community plant variety rights (Table II), introducing a special system of
industrial property rights, to be granted by a Community Office, for direct and
uniform application throughout the Community.

121.  With regard to animal nutrition, the Council continued its examination
of Commission proposals (Table II) relating respectively to the amendment of
the procedure for authorizing additives in feedingstuffs, the official control of
feedingstuffs, and the approval of certain establishments operating in the animal
feed sector. On 20 July, the Commission adopted a proposal for a Directive
(Table II) on the circulation of feed materials and on 18 July, a proposal to
adapt the Directive (Table II) on compound feedingstuffs in line with the
legislation on raw materials.

122. The Community’s Veterinary and Phytosanitary Inspections Office
(OICVP) organized inspections of establishments producing fresh meat or meat
products, both in the Member States and in third countries and missions in
the Member States to take stock of the situation as regards low-capacity
establishments or those producing fresh meat that had been granted temporary
derogations. Special missions were also organized in several Member States
affected by epizootics. Inspection visits were made to fishery product establish-
ments in third countries with a view to establishing the necessary health
conditions for fishery products to be imported into the Community. In the field
of plant health, the main purpose of inspection, control and investigation
measures in the Member States was to check on the proper application of the
Community’s new plant health strategy. There were also inspection missions in
various third countries, in particular those which had exported to member
countries of the European Union plants and plant products that did not comply
with Community plant health requirements.
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Free movement of persons

Abolitioh of internal frontier checks

123. On 13 July, the Commission adopted a proposal for a Regulation laying
down a uniform format for visas.!

Right of entry and residence

124. TInformation concerning the right of entry and residence is given in
Section 2 of Chapter I under the heading ‘Citizenship of the Union’?

Right of establishment

125. A proposal for a Directive to facilitate practice of the profession of lawyer
on a permanent basis in a Member State other than that in which the qualification
was obtained was adopted by the Commission on 21 December (Table I).

126. On 16 December, the Commission also adopted a proposal for a
Parliament and Council Directive (Table I) amending Directive 93/16/EEC3 on
the free movement of doctors.

127. On 18 January, Parliament adopted a resolution on the state and
organization of the profession of notary* in which it advocates reforms with a
view to removing the nationality requirement for those wishing to enter the
profession.

Mutual recognition of qualifications

128. On 26 July, the Commission, with a view to revising the classification of
certain training courses, adopted Directive 94/38/ECS amending Annexes C
and D to Council Directive 92/51/EEC¢ on a second general system for the

Point 2 of this Report.

Point 2 et seq. of this Report.

O] L 165,7.7.1993; Twenty-seventh General Report, point 102.
0] C 44, 14.2.1994; Bull. 1/2-1994, point 1.2.26.

0] L 217,23.8.1994.

O] L 209, 24.7.1992; Twenty-sixth General Report, point 167.
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recognition of professional education and training to Supplement Directive
89/48/EEC.

Freedom to provide services

Financial services

129. On 30 May, Parliament and the Council adopted (Table I) Directive
94/19/EC on deposit-guarantee schemes, which provides for deposit cover of
ECU 20 000 per depositor in the event of a financial crisis within an approved
credit institution. Until December 1999, various transitional provisions will
allow this cover to be limited to ECU 15 000 in some Member States.

130. On 6 June, the Council adopted 2 common position (Table 1) on the
proposal to strengthen prudential supervision in the various financial-services
sectors (credit institutions, non-life insurance, life assurance, investment firms
and undertakings for the collective investment of transferable securities (UCITS)).

131.  On27 April (Tablel), the Commission adopted a proposal for a Parliament
and Council Directive amending Directive 89/647/EEC! with respect to the
supervisory recognition of contracts for novation and netting agreements.

132. The list of approved credit institutions in the Community, published in
1993, was updated.3

133. In a resolution on the completion of the internal market in financial
services adopted on 18 January,* Parliament suggested certain lines of action
concerning the sectors which it wishes to see harmonized as a matter of priority.

134. The Commission also continued its policy of improving cross-border
payment systems in accordance with the approach set out in its 1992 working
document.’ Further to its communication of 14 December 1993,6 the Com-
mission carried out a study evaluating the transparency and quality of the
services available. In the light of the results of that study, it adopted on
19 October a communication containing a proposal for a Directive concerning

OJ L 386, 30.12.1989.

Twenty-seventh General Report, point 108.

0OJ C 156,7.6.1994,

O] C 44, 14.2.1994; Bull. 1/2-1994, point 1.2.28.
Twenty-sixth General Report, point 130.
Twenty-seventh General Report, point 109,
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cross-border transfers and a draft notice on the application of the competition
rules in this sector.! The proposal for a Directive (Table I) would require banks
to comply with contractual obligations concerning the time taken to carry out
transfers, make dual charging illegal, require lost payments to be refunded and
increase transparency. The draft notice aims to facilitate the establishment of
the interbank systems necessary in this field. These matters were also dealt with

in an Economic and Social Committee own-initiative opinion of 6 July.2

135. On 7 December, the Commission also withdrew its proposal for a
Directive relating to the freedom of management and investment of funds held
by institutions for retirement provision.> On the same date, it adopted a
communication® in which it stressed that the principles of the freedom to
provide services and freedom of capital movements nevertheless apply to the
management and investment of assets held by institutions for additional
retirement provision and defined the basic prudential principles.

136. On 30 May, Parliament and the Council adopted Directive 94/18/EC
(Table I) amending Directive 80/390/EECS coordinating the requirements for
the drawing-up, scrutiny and distribution of the listing particulars to be published
for the admission of securities to official stock-exchange listing. The Commission
adopted on 13 December, an amended proposal for a Parliament and Council
Directive on investor compensation schemes (Table I).

Media

137. On § October, the Commission adopted® a communication on the
follow-up to the consultation process relating to the Green Paper on ‘Pluralism
and medija concentration in the internal market — an assessment of the need for
Community action’.” This is an interim report which presents the results of the
consultation process launched following publication of the Green Paper on
whether Community action was necessary in this area. The communication
states that a Community initiative on media ownership might be necessary and
that further work should be undertaken in this connection. For its part,
Parliament adopted resolutions advocating such action on 20 January® and
27 October.?

Bull. 10-1994, point 1.2.11.

Bull. 7/8-1994, point 1.2.15.

0] C 312, 3.12.1991.

COM(94) 591; Bull. 12-1994.

OJ L 100, 17.4.1980.

COM(94) 353; Bull. 10-1994, point 1.2.13.
Twenty-sixth General Report, point 184.

0] C 44, 14.2.1994; Bull. 1/2-1994, point 1.2.30.
0] C 323,23.11.1994; Bull. 10-1994, point 1.2.14.
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Free movement of capital

138. Following the entry into force of the Treaty on European Union, the
principle of the free movement of capital and payments is now expressly laid
down in the EC Treaty (Article 73b). The main change as compared to the
previous situation is the extension in all but a few cases of the obligation to
liberalize capital movements to and from third countries. Nevertheless, Article
73f of the EC Treaty authorizes temporary safeguard measures to be taken
where they are justified on serious political grounds or where capital movements
to or from third countries cause serious difficulties for the functioning of
economic and monetary union.

139. On 16 May, Greece removed the last remaining restrictions on capital
movements, which, under Council Directive 92/122/EEC,! it had been authorized
to maintain until 30 June. As a result, the arrangements for the free movement
of capital are now applicable throughout the Union.

Taxation

Direct taxation

140.  On 19 April, Parliament approved,? subject to a reservation concerning
the proposed uniform rate of withholding tax on dividends, the approach
recommended by the Commission in its 1992 communication on the guidelines
on company taxation linked to the further development of the internal market.?

141. In the context of the White Paper on growth, competitiveness and
employment,* the Commission adopted on 25 May a communication on the
improvement of the fiscal environment of small and medium-sized enterprises
(SMEs),* a recommendation concerning the taxation of SMEs6 and on 29 June
a communication on the transfer of businesses.”

142.  On 30 November, it also decided to withdraw® its proposal of November
1990° on a common system of taxation applicable to interest and royalty

O] L 409, 31.12.1992; Twenty-sixth General Report, point 138.

0] C128, 9.5.1994; Bull. 4-1994, point 1.2.39.

Twenty-sixth General Report, point 147.

Point 17 of this Report.

Point 187 of this Report.

Point 190 of this Report.

Point 192 of this Report.

Bull. 11-1994, point 1.2.23.

OJ C 53, 28.2.1991; COM(90) 571; Twenty-fourth General Report, point 154.
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payments made between parent companies and subsidiaries in different Member
States.

Indirect taxation

143. On 14 February, the Council adopted Directive 94/5/EC (Table 1I)
supplementing the common system of value-added tax and amending Directive
77/388/EEC! — Special arrangements applicable to second-hand goods, works
of art, collectors’ items and antiques. The special arrangements established by
this Directive include inter alia an exemption from VAT and administrative
formalities for sales between private individuals and stipulate that, in the case
of transactions by taxable dealers, the tax should be calculated on the basis of
the profit margin and no longer on the basis of the total price.

144. On the same date, the Council also adopted Directive 94/4/EC (Table IT)
amending Directives 69/169/EEC? and 77/388/EEC! and increasing the level
of allowances for travellers from third countries and the limits on tax-free
purchases in intra-Community travel, together with Regulation (EC) No 355/94
(Table II) amending along similar lines Regulation (EEC) No 918/83 setting up
a Community system of reliefs from customs duty.?

145. On 24 October, the Council also adopted conclusions on the essential
criteria for the establishment of the definitive VAT system.*

146. For its part, the Commission adopted on 2 March a proposal for a
Directive (Table II) amending Directive 77/388/EEC! and introducing new
simplification measures with regard to VAT under the transitional arrangements
in force since 1 January 1993.5 The transitional arrangements were the subject
of a Commission report which was adopted on 23 November® pursuant to
Directive 91/680/EEC” and indicated that the overall assessment of its operation
is positive, although the arrangements do not enable businesses or consumers to
enjoy all the expected benefits of the single market.

147. On 23 June, the Commission transmitted to the Council and Parliament
a report® on the application of Regulation (EEC) No 218/92° on administrative
cooperation in the field of indirect taxation (VAT).

OJ L 145,13.6.1977.

OJ L 133,4.6.1969.

O] L 105, 23.4.1983; Seventeenth General Report, point 217.
Bull. 10-1994, point 1.2.15.

Twenty-seventh General Report, point 122.

COM(94) 515; Bull. 11-1994, point 1.2.25.

O] L 376, 31.12.1991; Twenty-fifth General Report, point 195.
COM(94) 262.

O] L 24, 1.2.1992; Twenty-sixth General Report, point 149.
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148.  On 15 September, it adopted a proposal for a Directive (Table II) laying
down the conditions for exemption from VAT on importation.

149.  On 2 November, the Commission adopted a communication and a report
to the Council and Parliament with a view to simplifying the arrangements for
the charging of VAT on transactions carried out by non-established taxable
persons.! In accordance with Directive 92/77/EEC,? it also adopted on
13 December a report in which it examines the application of the VAT rates in
force with regard to the proper functioning of the single market, together with
a proposal for a Directive (Table II) concerning the VAT rates applicable to
certain agricultural products (in particular horticultural products).

150. The Commission continued to monitor, in conjunction with national
administrations, the functioning of the new arrangements for excise duties. It
adopted on 28 June (Table II), a proposal for a Directive intended to clarify and
simplify the structure and rates of excise duties on mineral oils and the general
arrangements for the holding, movement and monitoring of products subject to
excise duty and on 3 October, a proposal for the consolidation of the rules on
taxes affecting the consumption of manufactured tobacco (Table II).

Company law

151. On 21 March, the Council adopted Directive 94/8/EC3 amending
Directive 78/660/EC* in order to incorporate the results of the five-yearly
revision of the amounts expressed in ecus and used to define the SMEs to which
Member States grant derogations regarding annual accounts.

Intellectual and industrial property

152. In the area of intellectual policy, the Council on 7 February adopted
a common position concerning the Directive on the legal protection of
biotechnological inventions (Table I), the purpose of which is to abolish obstacles
to the free movement of biotechnological products and to provide the Union
with a legal framework which guarantees the competitiveness of its industry.

153. By decisions of 16 June and 27 June, the Council appointed the President
and Vice-Presidents of the Office for Harmonization in the Internal Market

COM(94) 471; Bull. 11-1994, point 1.2.24.

O] L 316, 31.10.1992; Twenty-sixth General Report, point 148.
O] L 82, 25.3.1994; Bull. 3-1994, point 1.2.32.

OJ L 222, 14.8.1978.
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(trade marks and designs). These decisions followed on from the entry into force
on 15 March of Regulation (EC) No 40/94 on the Community trade mark.!

154. TFor its part, the Commission adopted on 9 December a proposal for a
Regulation concerning the creation of a supplementary protection certificate for
plant protection products (Table I) that would take effect at the time of the
expiry of the basic patent.

155. In the field of intellectual property, the Council adopted on 27 June, as
part of the implementation of Directive 87/54/EEC on the legal protection of
topographies of semiconductor products,? Decision 94/373/EC? renewing on
a reciprocal basis the extension to persons and companies from the United States
of America of the legal protection for topographies of semiconductor products
until 1 July 1995. Decision 94/700/EC, adopted by the Council on 24 October,*
extends this protection to Canada. On 7 December, the Commission also
proposed an extension of the protection enjoyed by the territories which have a
special link with the Netherlands or the United Kingdom.® Its proposal was
adopted by the Council on 19 December.

156. On 11 March, Parliament adopted a resolution® approving the Com-
mission’s 1992 communication on intellectual property rights and standardiz-
ation.” The information relating to the protection of personal data is contained
in Chapter I, Section 4: ‘Protection of citizens’.8

Public procurement

157. The Commission continued its efforts to facilitate the implementation of
the Community rules on public procurement. On 14 and 15 January, it organized
a conference attended by more than 500 public-sector purchasers, lawyers,
trainers and business managers. It also worked on developing the SIMAP
information system:® calls for tenders!® were published with a view to launching
pilot applications.

OJ L 11, 14.1.1994; Twenty-seventh General Report, point 117.
O] L 24, 27.1.1987; Twenty-first General Report, point 295.
Q] L 170, 5.7.1994; Bull. 6-1994, point 1.2.39.

O] L 284, 1.11.1994; Bull. 10-1994, point 1.2.18.

COM(94) 574; OJ L 351, 31.12.1994 Bull. 12-1994.

Q] C 91, 28.3.1994; Bull. 3-1994, point 1.2.33.
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158.  On the external front, the year was marked by the conclusion on 15 April
of the GATT Government Procurement Agreement,! which will provide
European suppliers with bidding opportunities for some USD 350 billion worth
of contracts in the United States, Japan, South Korea, Israel and the EFTA
countries. The negotiations leading to the conclusion of this Agreement were
the subject of a Parliament resolution of 11 March.2 The Commission also
proposed the conclusion of a bilateral agreement with the United States (TablelII)
covering certain contracts which fall outside the scope of the GATT Agreement.3
The Council has authorized the negotiation of similar agreements with South
Korea and Switzerland 4

Training in Community law

159. In the context of the strategic programme for the internal market, the
Commission has taken a series of measures to improve training in Community
law for the legal professions (judges and practitioners), facilitate consumer
access to justice’ and speed up the conclusion of several conventions currently
being discussed.6 For the purpose of drawing up the ‘Joint programme on
training and the dissemination of information in the area of Community law’,
intended for the legal professions, it launched in November, a survey to identify
the difficulties encountered and requirements identified by lawyers in this area
in all Member States.

Bull. 4-1994, point 1.3.61.

O] C 91, 28.3.1994; Bull. 3-1994, point 1.2.34,
Point 823 of this Report.

Point 784 of this Report.

Point 669 of this Report.

See Chapter IV of this Report.
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Section 5

Competition?

Priority activities and objectives

160. In implementing competition policy, the Commission took account of
the following: the effects of the slowdown in economic activity in 1993, which
continued to make itself felt this year despite the signs of economic recovery;
the restructuring process set in train in response to this situation in 1993 and
continued in 1994; and the measures taken by Member States to assist firms in
economic difficulties. In line with its previous policy, however, the Commission
authorized such measures only where they were limited to what was necessary
for the restructuring of the firms concerned. So as to make clear its position in
this respect, it adopted on 27 July guidelines on State aid for rescuing and
restructuring firms in difficulty,? in which it stressed that a restructuring plan
must be drawn up and that the conditions of competition must not be unduly
affected if public assistance was to be authorized. The same approach was
adopted in the steel industry, where the Commission accepted plans for the
restructuring and privatization of firms in a number of Member States.

Competition policy has a key role to play in promoting economic recovery. It
can influence market structure, both by establishing a framework that will
enable consumers to benefit from the advantages of a system of competition
and by screening types of corporate conduct in order to authorize those which
are favourable to competition and to prohibit the others. The liberalization
process begun in some industries was thus pursued this year, in order to ensure
that the objectives set, notably in telecommunications, were achieved by the
deadlines laid down. The Commission also authorized certain forms of
cooperation (strategic alliances) between firms, taking the view that, provided
certain guarantees were given that competition would not be distorted, such
cooperation between firms could help them adjust to their new economic
environment. In addition, vigorously pursuing all forms of corporate conduct
that cause serious restrictions of competition and deprive other firms and
consumers of the benefits of an open market economy, the Commission imposed
heavy penalties on several cartels.

1 For further derails see the Twenty-fourth Report on Competition Policy (1994), to be published by the
Office for Official Publications of the European Communities in 1995 in conjunction with this General
Report.

2 Point 176 of this Report.
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The Commission was concerned to increase transparency and speed up
procedures so as to make them more effective and prevent them from hampering
the adjustment of firms to their economic environment. It accordingly adopted
this year a number of general instruments covering mergers,\ State aid and the
rules applicable to firms.

Lastly, the international dimension of the economy and the growing inter-
nationalization of trade prompted the Commission to take account of these
factors in applying competition policy. The Commission developed effective
cooperation with the EFTA Surveillance Authority2 A satisfactory solution
was also achieved in the Microsoft case3 thanks to collaboration between the
US Department of Justice and the Commission.

On 5 May, the Commission adopted the Twenty-third Report on Competition
Policy,* on which the Economic and Social Committee gave its opinion on
21 December’ On 8 February, Parliament delivered its opinions on the
Twenty-second Report on Competition Policy.”

Competition rules applying to businesses

161. New cases under Articles 85 and 86 of the EC Treaty totalled 392,
comprising 237 notifications, 139 complaints and 16 cases where the Commission
acted on its own initiative. More than one third of these cases entailed the
simultaneous application of Articles 53 and 54 of the Agreement on the European
Economic Area (EEA). The figure of 1 126 cases pending at 31 December 1993
was reduced to 1 058 by 31 December 1994. New cases under Articles 65 and 66
of the ECSC Treaty totalled 63, comprising 44 notifications, 12 complaints and
7 cases where the Commission acted on its own initiative. The Commission
received 37 notifications under Article 66 of the ECSC Treaty. Of these,
10 culminated in a decision and 17 in the sending of an exemption letter under
High Authority Decision No 25-67 and 10 in no action being taken. The main
decisions here were: Mannesmann/ Vallourec/llva,® Sidmar/KS,? Thyssen

! Namely, a revised Implementing Regulation, a revised administrative form, a new notice on concentrative
and cooperative joint ventures, and three interpretative notices on the concepts of ‘control’, ‘undertakings
concerned’ and ‘calculation of turnover’.

Point 184 of this Report.

Point 185 of this Report,

COM(94) 161; Bull. 5-1994, point 1.2.21.

Bull. 12-1994.

O] C61,28.2.1994; Bull. 1/2-1994, point 1.2.37.

COM(93) 162; Twenty-seventh General Report, point 134.

Bull. 1/2-1994, point 1.2.44; OJ L 102, 21.4.1994.

Bull. 7/8-1994, point 1.2.26.
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Stabl/Krupp-Hoesch,! Coopers/Sheppard,?> Anglo/Coal Products,®> CFF/Fer-
rero and Thyssen Handel/Rbeinbraun.

General rules

162. On 8 June, the Commission adopted a report on the application of the
competition rules to maritime transport, especially the inland section of
multimodal transport operations.* On 30 September, it adopted a draft block
exemption Regulation applicable to certain categories of technology transfer
agreements.® On 5 October, it approved® a draft Regulation on the application
of Article 85(3) of the Treaty to certain categories of motor vehicle distribution
and servicing agreements with a view to replacing Regulation (EEC) No 123/85,7
which expires on 30 June 1995.

163. On 21 December, the Commission adopted a notice® updating its 1986
notice on agreements of minor importance which do not fall under Article 85(1)
of the EC Treaty.? Its purpose is to increase from ECU 200 million to ECU 300
million the turnover threshold below which enterprises can enjoy the benefits
inherent in being covered by the notice.

164. On 21 December, the Commission finally adopted a new Regulation on
the form, content and other details of applications and notifications pursuant to
Council Regulation No 17, together with a new form, the aim being to speed up
considerably its procedures in the field of restrictive practices.

Prohibited horizontal agreements

165. Following an investigation under Article 65(1) of the ECSC Treaty, the
Commission ordered a cartel involving price fixing, market sharing and the
exchange of confidential information set up by 17 Community and Scandinavian
producers and distributors of steel beams to terminate its activities. Fines
totalling ECU 100.4 million were imposed on 14 of the firms.!? The Commission
took a similarly strict approach in prohibiting (under Article 85(1) of the EC

Bull. 7/8-1994, point 1.2.24.

Bull. 7/8-1994, point 1.2.27.

Bull. 9-1994, point 1.2.34.

Bull. 6-1994, point 1.2.43.

0] C 178, 30.6.1994.

Bull. 10-1994, point 1.2.20.

O] L 15, 18.1.1985; Bighteenth General Report, point 212.
Buli. 12-1994.

0] C 231, 12.9.1986; Twenticth General Report, point 423.
O] L 116, 6.5.1994; Bull. 1/2-1994, point 1.2.39.
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Treaty) price-fixing and market-sharing agreements in the carton-board industry
and imposing fines totalling ECU 132.15 million on the 19 producers operating
the cartel.! At the end of the year, by its Decision on the cement industry cartel,
the Commission imposed very heavy fines totalling ECU 248 million on 33
producers, eight associations of undertakings and the European Cement
Association for being party to a general market-sharing agreement.

166. On 27 July, the Commission re-enacted the Decision against PVC
producers originally adopted on 21 December 1988 and subsequently annulled
on a technicality by the Court of Justice on 15 June.3 The re-adoption of this
Decision,* which imposes a fine of ECU 23.5 million on 14 PVC producers
participating in a market-sharing and price-fixing cartel, demonstrates the
Commission’s determination to take action against such restrictive agreements,
which infringe the basic rules of competition, by imposing substantial fines on
those involved.

Permissible forms of cooperation

167.  The Commission’s attitude to strategic alliances and, in particular, to
cooperative joint ventures was demonstrated in the adoption of a number of
formal exemption decisions, including Decision 94/579/EC concerning the
United Kingdom telecommunications operator British Telecom and the United
States long-distance telecommunications company MCI, which granted both
negative clearance and individual exemption under Article 85(3) of the EC
Treaty and Article 53(3) of the EEA Agreement.’ In the petrochemicals industry,
by Decision 94/322/EC, the Commission authorized the setting-up by Exxon
and Shell of a joint venture to produce linear low-density polyethylene.6 In the
brick industry, by Decision 94/296/EC concerning Stichting Baksteen, it
authorized an agreement to reduce structural overcapacity’ which complied
with the principles spelt out in the Twelfth Competition Report and restated in
the Twenty-third Competition Report.8 In October, the Commission authorized
the agreements setting up a joint venture between the US company Merck and
the French company Pasteur Mérieux. The joint venture will combine the human
vaccine operations of both parties in the European Economic Area.? In the

Bull. 7/8-1994, point 1.2.20.

Bull. 11-1994, point 1.2.30.

Judgment of 15 June 1994 in Case C-137/92P, not yet reported; point 1286 of this Report.
Bull. 7/8-1994, point 1.2.21.

OJ L 223, 27.8.1994; Bull. 7/8-1994, point 1.2.22.

O] L 144, 9.6.1994; Bull. 5-1994, point 1.2.22.

O] L 131, 26.5.1994; Bull. 4-1994, point 1.2.46.

Point 160 of this Report.

OJ L 309, 2.12.1994; Bull.10-1994, 1.2.25.
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computer industry, the Commission authorized in November a technological
cooperation agreement between the US manufacturer Digital and the Italian
manufacturer Olivetti concerning computers based on RISC (reduced instruction
set computer) technology.! In December, it adopted three favourable decisions
concerning the formation of joint ventures: Fujitsu AMD Semiconductor,?
IPSP3? and Philips/OSRAM.3

Dominant positions

168. Inits Decision of 29 March concerning HOV-SVZ/MCN, the Commission
showed its determination to impose severe penalties on any form of abuse by
firms enjoying a monopoly in the supply of services, particularly in transport.*
Having found that Deutsche Bahn (DB) was using its monopoly on the market
in rail services in Germany to impose combined transport tariffs favouring
transport to and from German ports, which is entirely in its hands, as opposed
to services to and from Belgian and Dutch ports, the Commission imposed a
heavy fine of ECU 11 million on DB for infringement of Article 86 of the EC
Treaty.

169. In July, in the computer software industry, the Commission obtained an
important undertaking from Microsoft, the world’s leading software producer.?
The undertaking, which enabled the Commission to close the file on the case
involving practices pursued by Microsoft in granting software licences to
microcomputer manufacturers, is the result of close cooperation between the
Commission and the US Department of Justice.® The undertaking states that
Microsoft will limit the duration of its licence agreements to one year, will no
longer impose a ‘minimum commitment’ under which the microcomputer
producer is obliged to make royalty payments for a minimum fixed number of
covered products, regardless of actual sales, and will no longer use the ‘per
processor licence’ clause, under which a royalty had to be paid for all personal
computer systems that contained a particular microprocessor sold by the
manufacturer even if no Microsoft product had been incorporated.

Mergers

170. 1In 1994, the Commission received 95 notifications, 21 of which led to the
cooperation procedure with the EFTA Surveillance Authority being set in train,
and it took 111 decisions under Regulation (EEC) No 4064/89.7 As in previous

O] L 309, 2.12.1994; Bull. 11-1994, point 1.2.29.

O] L 341, 30.12.1994; Bull. 12-1994.

Bull. 12-1993.

O] L 104, 23.4.1994; Bull. 3-1994, point 1.2.35.

Bull. 7/8-1994, point 1.2.23.

The full text of Microsoft’s undertaking is published in Bull. 7/8-1994, point 2.4.1.
O] L 395, 30.12.1989; Twenty-third General Report, point 376.
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years, it was able to clear the great majority of cases at the first stage of
examination, though in a small number of cases it made its authorization subject
to compliance with the amendments and undertakings proposed by the notifying
parties during the examination.! On six occasions, however, the Commission
took the view that it was necessary to initiate the second stage of examination.

171. In the Mannesmann/Vallourec/Ilva case, the Commission took the view
that the risk of establishing a duopolistic dominant position between the new
joint venture DMV and the Swedish producer Sandvik on the western European
market for secamless stainless steel tubes was limited, given the capacity of
current Japanese competitors or potential western European competitors to
react to any artificial price rise by the two market leaders.2

172. In the Procter ¢& Gamble/VP Schickedanz’ and Shell/Montecatini*
cases, the Commission made its authorization subject to structural changes
being undertaken. It authorized Procter & Gamble to acquire Schickedanz on
condition that P&G sell off the latter’s ‘Camelia’ feminine hygiene products
business to a third party capable of competing in the market. The sale, which
has now taken place, was the only way to resolve the problem of the creation of
a dominant position on the part of P&G in the German and Spanish markets
for sanitary towels. The Commission likewise gave conditional clearance for
the formation of a joint subsidiary between Shell and Montedison in the
polypropylene sector. Having established that there were two separate markets,
one for polypropylene production technology and the other for the production
and sale of polypropylene, the Commission found that the operation could lead
to the creation of a dominant position. Only the structural changes proposed by
the parties (steps to keep Montedison’s production technology outside the joint
subsidiary and Montedison’s withdrawal from its joint production subsidiary
with Petrofina) enabled the Commission to declare the operation compatible
with the common market.

173.  In the MSG Media Service case, the Commission decided to prohibit the
proposed formation of a joint venture which was to provide various services to
digital pay-television operators in Germany. The proposal would have led to
the creation or strengthening of a dominant position in three markets, including
those for pay-TV and cable networks.’

Bull. 3-1994, point 1.2.42; Bull. 7/8-1994, point 1.2.32.
O] L 102, 21.4.1994; Bull. 1/2-1994, point 1.2.44.
Bull. 1/2-1994, point 1.2.49; Bull. 6-1994, point 1.2.53.
Bull. 1/2-1994, point 1.2.46; Bull. 6-1994, point 1.2.48.
Bull. 11-1994, point 1.2.34.
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Public enterprises and national monopolies

174. On 13 October, the Commission adopted Directive 94/46/EC! amending
Directives 88/301/EEC? and 90/388/EEC? as regards satellite communications
in particular, thus paving the way for liberalization in this sector and marking
the completion of an important stage in the process leading up to the information
society.* On 21 December, it approved a draft Directive amending Directive
90/388/EEC with a view to abolishing restrictions on the use of cable television
networks for the supply of telecommunications services.’

State aid

General policy

175. During the year, the Commission received 526 notifications of new aid
schemes or amendments to existing aid schemes and registered 68 cases of
unnotified aid schemes. In 440 cases, it decided not to raise any objections; in
40 cases, it decided to initiate proceedings under Article 93(2) of the EC Treaty
or Article 6(4) of Decision 3855/91/ECSC, as a result of which it took 15 positive
final decisions, 3 negative final decisions and 2 conditional final decisions. It
decided to propose appropriate measures under Article 93(1) of the EC Treaty
in respect of 10 existing aid schemes.

176. On 27 July, the Commission adopted Community guidelines on State aid
for rescuing and restructuring firms in difficulty,® which set out its approach to
examining aid of this type: in particular, there must be a restructuring plan
capable of ensuring the viability of the firm, aid must be limited to the strict
minimum needed for implementing the plan, criteria ensuring that the distortion
of competition will be strictly limited must be met, and aid to cover the financing
of social measures for the benefit of employees who are displaced by restructuring
will be given sympathetic consideration.

Industry schemes

177. As regards derogations from Community policy on aid to the steel
industry, the Commission, having received the Council’s assent in December
1993,7 adopted on 12 April under Article 95 of the ECSC Treaty the decisions

O] L 268, 19.10.1994; Bull. 10-1994, point 1.2.19.

O] L 131, 27.5.1988; Twenty-second General Report, point 419.

O] L 192, 24.7.1990; Twenty-fourth General Report, points 209 and 312.

Point 401 of this Report.

Bull. 12-1994.

Bull. 7/8-1994, point 1.2.42.

Twenty-seventh General Report, point 155; Bull. 12-1993, points 1.2.91t0 1.2.97.
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authorizing aid for the restructuring and, in some cases, privatization of steel
undertakings in Germany (EKO Stahl and Sichsische Edelstablwerke Freital),
Italy (llva), Spain (CSI and Sidenor) and Portugal (Siderurgia Nacional).l A
system was set up for monitoring compliance with the conditions imposed on
the steel companies. The withdrawal in May of the private Italian group Riva
led to the collapse of EKO Stahl’s restructuring plan. In July, the Commission
initiated two sets of proceedings under Article 6(4) of the Steel Aid Code, one
concerning the financing of EKO Stahl by the Treuhandanstalt? and the other
the payment to it of regional investment aid.3 On 25 October, the Commission
proposed to the Council that it give its unanimous assent to the payment of just
under DM 910 million in aid to EKO Stahl to help the company implement a
new restructuring plan in partnership with the Belgian steelmaker Cockerill
Sambre SA.#4 The Council gave its assent on 8 December.’

178. The Commission extended® until 30 June 1995 the code on aid to the
synthetic fibres industry.”

179. On 19 December, the Council adopted Directive 94/73/EC (Table II)
amending the seventh Directive on aid to shipbuilding® and the Commission
set the aid ceiling for 1995 at 9%. Negotiations within the OECD led to the
conclusion in July of an agreement aimed at ensuring normal conditions of
competition in the commercial shipbuilding sector as from 1 January 1996.°
The agreement was signed by all the parties on 21 December.

180. The Commission continued its monitoring of the operations of the
Treuhandanstalt (THA) in Germany. With the THA due to be wound up by the
end of the year, negotiations took place on the procedures and criteria that will
be applicable in 1995 to the THA’s remaining enterprises.

181. Following the Commission’s decisions in the EFIM case,!0 a working
group was set up to monitor the restructuring and privatization of a number of
public undertakings in Italy. Thanks to the close cooperation which has been
established between the Italian authorities and the Commission, any difficulties
that arise are being dealt with speedily and efficiently.

Decisions 94/256/ECSC to 94/261/ECSC; O] L 112, 3.5.1994; Bull. 4-1994, points 1.2.57 to 1.2.62.
O] C274,1.10.19%4.
0] C 303, 29.10.1994.
Bull. 10-1994, point 1.2.45.
O] C 360, 17.12.1994; Bull. 12-1994.
Bull. 7/8-1994, point 1.2.43.
O] C 186, 18.7.1991; Twenty-fifth General Report, point 253,
OJ L 380, 31.12.1990; Twenty-fourth General Report, point 205.
Point 215 of this Report.
Twenty-seventh General Report, point 159,
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Regional schemes

182. As part of its preparatory work in the run-up to enlargement, the
Commission examined regional aid schemes and assisted area maps in Austria,
Finland, Sweden and Norway. On 1 June, it decided! to amend the method for
the application of Article 92(3)(c) of the EC Treaty to regional aid? so as to
adapt it to the specific regional problems faced by the Nordic countries.?

183. Aspart of a periodic general review of aid schemes in force in the Member
States, the details of several such schemes and the assisted area maps were
examined with a view to reducing the proportion of the population covered and
ensuring greater consistency with the maps of areas eligible for aid from the
Structural Funds. Decisions were adopted for Germany* and France.* The
review has reached an advanced stage in the case of Italy, Spain, the Netherlands,
Belgium and Luxembourg. The Commission also examined the compatibility of
Structural Fund assistance for various objectives with Articles 92 and 93 of the
EC Treaty.

International aspects

184. The main event at international level was the entry into force of the
Agreement establishing the European Economic Area,® which provides for
extensive cooperation on competition matters between the Commission and the
EFTA Surveillance Authority. The exchange of information between the
competition authorities functioned satisfactorily.

185. The Court of Justice delivered its judgment” in the action brought against
the cooperation agreement on competition matters concluded between the
Commission and the United States Government,? ruling that the power to
conclude such an agreement belonged to the Council and not to the Commission.
The Court’s judgment does not, however, have the effect of annulling the
agreement itself, which remains valid in international law. On 19 December, the
Council authorized the Commission to negotiate an exchange of letters
interpreting this agreement concerning the application of the competition rules
(Table III). The cooperation established between the Commission and the US

Buil. 6-1994, point 1.2.59.

0] C 212, 12.8.1988; Twenty-second General Report, point 438.

Point 726 of this Report.

Bull. 1/2-1994, point 1.2.57; Bull. 3-1994, point 1.2.52.

Bull. 9-1994, point 1.2.55.

Point 778 of this Report.

Judgment of 9 August 1994 in Case C-327/91, O] C 275, 1.10.1994; Bull. 10-1994, point 1.7.15.
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Department of Justice in the Microsoft case! demonstrated that, in dealing with
problems having an international dimension, only effective and efficient
collaboration between competition authorities could achieve satisfactory results.

186. On 12 October, the Commission adopted a recommendation for a
Decision on a draft agreement between the European Community and Canada
on the application of competition laws (Table III).

Point 169 of this Report.
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Section 6

Enterprise and services policy

Priority activities and objectives

187.  In empbhasizing the vital role of small and medium-sized enterprises
(SMEs) for giving a new impetus to growth and employment and ensuring the
efficient working of the internal market, the European Union has added a
new dimension to enterprise policy based on the White Paper on growth,
competitiveness and employment.! The integrated programme in favour of
SMEs and the craft sector, adopted by the Commission in June? and welcomed
by the European Council in Corfu,’ marks the beginning of a second-generation
enterprise policy. The European Council in Essen reaffirmed the importance of
improving the environment for SMEs.* The European Union has also continued
its efforts to promote tourism, to integrate trade and distribution more closely
in the internal market and to create a favourable climate for firms in the
cooperative, mutual and non-profit sector.

Improving the business environment

188. The integrated programme in favour of SMEs and the craft sector’ aims
to assemble, in a global and coherent framework, the various initiatives which
already exist, such as the multiannual programme in favour of enterprises,® and
to propose new measures at Community, national and regional levels to be
implemented in a partnership between all parties concerned with the development
of SMEs. These new measures include, firstly, efforts to promote mutual
consultation between Member States and, secondly, contributions by the
European Union towards the development of enterprises (improving the business
environment and support measures). The aim of this programme, which was
welcomed by the Council,” the Economic and Social Committee and the
European Parliament,? is to give concrete form to the objectives identified by

Point 17 of this Report.

COM (94) 207; Bull. 6-1994, point 1.2.79.

Bull. 6-1994, points 1.6 and 1.2.78.

Bull. 12-1994.

COM(94) 207; Bull. 6-1994, point 1.2.79.

Council Decision 93/379/EEC — O] L 161, 2.7.1993; Twenty-seventh General Report, point 164,
Bull. 6-1994, point 1.2.79, O] C 294, 22.10.1994; Bull. 10-1994, point 1.2.56

Bull. 9-1994, point 1.2.72.
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the White Paper,! both in the short term (alleviating the tax, social-security,
administrative and financial constraints) and in the medium term (supporting
the development of these SMEs and job creation). It was as part of this
programme that the second European Conference on the craft sector and small
enterprises, organized by the Commission, was held in Berlin? in September.
For the successful completion of its task of improving the business environment,
the Commission relies particularly on a statistical tool, ‘Enterprises in Europe’,
and on the work of the ‘European Observatory for SMEs’, whose second annual
report, published in May, was the subject of a Communication from the
Commission on 7 September.3 On the same day the Commission also adopted
a report on Community activities in favour of SMEs and the craft sector,* which
outlines a panorama of measures under both enterprise policy and other
Community policies with an impact on SMEgs, i.e. environment policy, regional
policy, research and technological development and vocational training.

Improving the administrative environment

189. The Commission has adopted practical provisions to reduce the cost
burden on enterprises, in particular SMEs, and to simplify the administrative
formalities governing them. On 9 December, the Committee for the Improvement
and Simplification of the Administrative Environment met for the first time in
Brussels.

Improving the legal and fiscal enviro