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DA~KGROUND 

1. On the occasIon of the adopt I on of the Common PosIt I on on the 
Utilities Dlrectlve<n on 22 February 1990, the Commission 
confirmed Its Intention of reporting on measures to help small and 
medium-sized undertakings and the structurally disadvantaged 
regions of the Community to participate on an equal footing in the 
award of contracts. This Communication corresponds to that 
commItment. 

2. Opening-up the internal market is Intended to strengthen the 
competltlvlty of the economy as a whole. This will have 
significant effects on alI sectors requiring restructuring and 
adjustment to the new competitive situation. The first effects of 
this change, over and above those foreseen In the CECCHINI report 
on the cost of non-Europe, have been analysed by the Commission in 
Its CommunlcatlonC2) "Three years to the completion of the 
Internal Market A first assessment of Its impact". 

3. The opening up of public procurement is one of the measures in the 
Single Market package and, for that reason, its impact, 
particularly in the utilities sectors, cannot be disassociated from 
the Impact of the whole package. Nevertheless, the performance of 
the Community's mechanical and electrical engineering sectors is 
strongly Influenced by the research and development, production and 
employment which arises from the industries supplying the uti I ities 
-energy, telecommunications, transport and water. In turn, these 
sectors play an Important role In the Community's industrial 
structure as a whole. 

4. The need to promote a dynamic performance by these sectors, in 
order to reinforce the strength of Community Industry In the world, 
was one of the reasons why opening up public procurement In the 
utilities was considered essential. 

5. The specific need for adjustment of the sectors concerned has been 
taken Into consideration In providing, In accordance with Article 
8c of the EC Treaty, for periods of derogation for the operation of 
the Utilities Directive for Spain (3 years) and for Greece and 
Portugal (5 years). Further, In the context of the pol lcles 
described below, the Commission has taken a series of decisions 
Intended to help In the achievement of these obJectives. 

(1) Councl I Directive of 17 September 1990 on the procurement 
procedures of entitles operating in the water, energy, transport
and telecommunications sectors (90/531/EEC) - OJ N' L 297/1 of 
29.10.90. 

(2) Doc. SEC(90)494 final of 28.03.1990. 



THE PROBLEMS 

6. Evaluation of the problems to be addressed has been assisted by a 
study, covering Italy, Greece, Portugal and Spain. This was 
carried out In close cooperation with the authorities of the Member 
States concerned and In consultation with the Advisory committee on 
Public Procurement. 

7. The study has shown that, wh II e there Is scope for gaIns for 
enterprIses whIch can show themse 1 ves to be dynamIc there are, in 
the regions In Quest ion, Important parts of the industries 
concerned which are under-Invested In capital eQuipment and 
research and development and which, due to low productivity, have 
labour costs eQual to or higher than those of suppliers elsewhere 
In the Community. Thus unless they can adapt to production which, 
by virtue of Its technology or QUality, can establish a secure 
market position, they rlslc being uncompetitlve once the markets 
concerned are opened up. 

8. Both the sectors and the Member 
recognised that the only way to 
through the restructurIng of the 
the process of adaptation has 
comblnat ton of reorganlsat ion 
modernisation. 

States concerned appear to have 
deal with this vulnerabi I ity is 
sectors concerned. Accordingly, 
already started, involving a 

and l nvestment in pI ant 

9. This restructuring has affected suppliers, through measures 
intended to build on the underlying strengths of certain sectors 
and to exploit possible economies of scale. It has also affected 
the demand side with, in some cases, continuing programmes of 
prlvatlsation of the uti I ities themselves. 

10 Three general concerns have been expressed about the restructuring 
process: 

first, that attempts at orderly restructuring, aimed to 
strengthen otherwise viable elements In national industry, wi II 
be disrupted by outside, possibly unfair, competition, and that 
the end result will consist only of short-term savings achieved 
through the sacrifice of employment; 

second, that the inevitable employment conseQuences of 
restructuring wl I I undermine the pol I tical support for open 
procurement and make It more difficult to achieve the attendant 
financial and economic benefits; 

third, that It wl II be difficult to make really effective use of 
the Structural Funds, because it is difficult to channel their 
resources directly to the enterprises most able to benefit from 
them. 
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Concern has also been expressed as regards the situation of 
small and medium sized enterprises CSMEs). These often find 
themselves In a very close relationship with larger 
multinational enterprises, or heavily dependant, through sub
contracting, on demand from the uti I ltles. Whatever their 
relationship with the source of demand, they are by their nature 
vulnerable In times of radical change. Further, lack of finance 
for Investment makes It difficult for them to adJust rapidly to 
change. 

IHE S!TUAJION IN PERSPECTIVE 

12. While the Commission recognises that there are, indeed, r lsks 
Inherent In the situation, It considers that these should be 
seen In the perspective of an opportunity to establish the 
dynamism of the sectors and regional ~conomles concerned. 

13. In the first place, many of the problems referred to are the 
perennial problems of change which apply equally in other parts 
of the Community. It Is not only firms in the less developed 
regions that have to face the challenge of heightened 
competition. The move to· a more dynamic situation Is one 
which Js· being Imposed, as a conscious act of pol Icy, across the 
Community. It Is, furthermore, a situation which cannot be 
avoided. To fall to adapt wll I Inevitably bring business 
failure. To resist .change can only be, at best, a short term 
pa I I I at I ve. 

14. Whl Je It may be true that restructuring will produce employment 
problems, with attendant pol ltlcal difficulties, failure to 
restructure wl II produce still greater problems. The uti lltles 
play a key role In the economy. To subject them to supply In a 
protected market risks creating a double distortion one of 
the suppliers and another of the rest of Industry, which would 
have to suffer the consequences of insufficient provision of 
services by the utilities. Such protection could not, moreover, 
enable social difficulties to be sidestepped, but would displace 
them on to other sectors, which would perform less wei I. 
Essential changes cannot be avoided just because they are 
pol Jtlcally difficult. Rather, appropriate Instruments should 
be used to ensure that help Is given to readapt and to re-insert 
displaced employees. 

15. As regards the Structural Funds, the challenge to the Member 
States Is to come forward with plans that do channel the 
resources to those who can use them. In thIs context, the 
STRIDE programmeC3) has been quoted as a good example. This 
programme has enabled the assistance concerned to be directed to 
relevant obJectives such as Information, cooperation, research 
and development, technical assistance, development of networks 
and technical Infrastructure and, thereby, to have a direct 
Influence on the firms concerned. 

(3) para. 43 below. 
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16. Further, dependence on SUEs can be a source of strength as well 
as weakness. Where the fal lure of a major firm can bring 
disaster, inertia of some SUEs may be offset by the dynamism of 
others. The relative flexibility of small organisations can be 
a source of strength and resilience. 

17. At the same time, the derogation period made avai table to Spain, 
Greece and Portugal means that, during this period, businesses 
based In the countries concerned have an opportunity to exploit 
the advantages of an enlarged market whl le not being subject to 
the same pressure on their domestic base. Provided this 
opportunity Is exploited, It creates a major opportunity for 
firms which are dynamic to position themselves advantageously 
for the time when their domestic market Is opened and for firms 
which are not, as yet, dynamic to set about the necessary 
changes. 

18. It would be wrong to assume that the full effects of market 
opening will be experienced overnight. Even after the 
derogation period has expired, factors making for continuity of 
supply wi I I continue to be present. The need for new supplies 
to be compatible with existing equipment, experience of 
established suppliers with local conditions, established 
relationships of trust and delays In meeting new product 
specifications will mean that market opening is an extended 
process rather than a once and for alI event. 

19. Further, the situation of the sectors supplying the uti 1 ities 
cannot be separated from the prospects of the uti I ities 
themselves. Transport, energy and telecommunications 
Infrastructures are candidates for major development in the 
context of Community policy on Trans-European Networks, set out 
in the Treaty on European Union (Art. 129b ff). The Commission 
has requested, in the Delors II package(4) an amount rising to 
900 MECU In 1997 for contributions to "the establishment and 
development of trans European networks In the areas of 
transport, telecommunications and energy infrastructures", 
taking particular account of "the need to I ink island, land
locked peripheral regions with the central regions of the 
Community". Furthermore, the industrial consequences of the 
Cohesion Fund for transport networks in Greece, Ireland, 
Portugal and Spain cannot be Ignored. 

20. All these elements mean that no situation, however gloomy, and 
no assessment, however carefu I I y prepared, can be regarded as 
Immutable. The determining factor In this, as In every other, 
situation wi I I be the extent to which the human resources 
Involved can be mobl I lsed to meet and to rise above the 
challenges which have to be faced. 

(4) See COU(92)2000 
COU(92)2001 
COU(92)84 

"From the Single Act to Masstricht and beyond" 
"The Community finances between now and 1997" 
"Community structural pol icles, assessment and 
outlook" 



" 

POLicy TO ASSJSI THE TRANSITION 

21. The chal lange to Industry pol Icy makers Is, following the 
philosophy set out In Article 130 of the Treaty on European 
Union, to ensure that the derogation period Is fully exploited 
so as to estab II sh a bus I ness envIronment whIch fac I I I tates 
structural changes; to help suppliers, enterprises Including 
SMEs and specialist sub-contractors to make the most of their 
potential; and to speed up economic diversification of those 
areas which are heavily dependent on Industries supplying the 
utilities. 

22. The sections which follow set out guldel lnes within which policy 
Intended to meet such goals should be developed. 

Establishing a business environment conduclye to structural change 

23. The challenge Is to create an environment In which the need to 
change Is recognised, the means to change are available and the 
wl I I to change Is present. 

24. The most effectIve mechanism for promoting recognition of the 
need for change Is competition.· That Is the basic concept on 
which the Internal market Is built. It Is therefore Imperative 
that the Member States take the necessary action to ensure that 
the rules for competitive award of contracts will be Implemented 
and enforced. To fal I to do so, or to create doubt, would be to 
undermine the source of dynamism. 

25. As regards the means for change, the Member States can do much 
to assist adaptation to technical standards, to assist In 
obtaining Qual lty assurance and to encourage Innovation. Means 
to this end are set out In subseQuent sections. Such measures 
could be eligible for Community funding. Further, Member States 
can organise their publ lc procurement so as to make It as 
accessible as possible. This can be done by providing a stable 
flow of orders, and by avoiding the Imposition of excessive 
costs. To this end Member States should keep procedures as 
simple as possible and avoid undue delays In payment. Further; 
purchasing authorities can encourage specialization and product 
development. All these are valuable contributions to creating 
an environment for change. 



26. For the will to change to be present, busin~s;:.:;,:::; ;·,._w,:; ·~c t::; 
convinced that, by changing, they have a chanco o. , ... :,·;ing. 'i;1.": 

fear that competition will be ruthless and unf:.:ir ~·.ne,; C:iiforc~<l 

to the benefit of others, or that market opening w! i l bo ~ 0nc
way affair, tends to undermine the will to changs. ·:·ll:; .i~rc, 

while enforcing competition, it Is necessary to i;i.. !igi L~;:t L1 
watchIng for unfaIr and predatory pract I cas, pr.rr! cuI a.; i y b~/ 

dominant suppliers and to be ready to take act io:-1 ~.::;::: !ns·~ ~;;:::·;., 

At the same t lma, the Commission wi I I talc.? 1.1ccou.nt ,_,f ;:::~· 

contribution to restructuring and to the situation ol ~~::..> w:l··n 
weighing the Community interest In dealing with m.:;rgers. 

27. Further, the convergence of taxation systems in the Singl0 
Market wi 1 I help to make firms competitive, fostering co
operation between business in different Member States and easing 
the burden on SMEs. 

28. The Commission is also sensitive to the importance of ensuring 
real access to alternative markets, not Just within the 
Community, but also In third country markets. It wi II be active 
In watching for and seeking to remove such obstacles. 

Making the most of Potential strengths 

29. In exploiting their potential, the Member States should In 
general adopt a horizontal approach. This could be focussed on 
four major categories of activity, each of which offers to 
potentially successful firms the opportunity to maximise their 
achievements. These are set out below. 

30. The first category concerns measures which are intended to 
facl I I tate better cooperation between SMEs and between SMEs and 
larger enterprises. Better cooperation could be supported by 
the development of a smoother and more effective flow of 
Information about companies. Speclflcal ly, intra-European 
cooperation networks could be developed to assist the firms 
concerned in finding appropriate partners. Better market 
Information systems could help with the identification of 
opportunities, while the development to common sectoral 
terminologies would ensure a smoother flow of Information 
between Interested parties. 

31. Second, measures which Improve the managing and marketing 
performance of firms will help them exploit their opportunities. 
Thus deficiencies In administrative organisation, particularly 
In SMEs, may be overcome by measures which make special 
expertise aval lable, for example in the area of software 
services. Making advice available on how to modernize the 
layout of plant or how to optimise the different stages in the 
production chain could help bring about improvements in the 
organisatIon of the product ion process. Assistance cou I d a! so 
be provIded to fIrms s3ek I ng to Improve their mari<et t ng, for 
example in opening-up non-Community markets. 



;·h::·d, msasures could be developed to promote better adaptation 
of profjucts to the needs of the market. In part i cuI ar, an 
active research and deve I opment poI icy cou I d aim at assisting 
firms to achieve the appropriate stage of technology. SMEs can, 
In particular, draw on funds made available under Community 
programmes and measures to aid SMEs with research and 
development. The promotion of pilot projects with high 
Innovation rIsks and the encouragement of techno logy transfer 
would help. So would the exploitation, where possible, of the 
synergies between technological capabilities developed in non
public markets and those reQuired for public procurement. 
Again, the Community's VALUE/SME programme already offers 
concrete aid to SMEs. Further, success In publ lc markets 
reQuires not only an appropriate level of technology. High and 
sustained levels of Quality can be a major asset for bidders. 
He I p cou I d be provIded to fIrms who are ready to est ab I Ish 
QUal lty policies and who are seeking to adjust their production 
facilities to Improve Qual lty control. Likewise, help could be 
provided In organisation to meet European Standards. 

33. Fourth, there Is room for measures aimed at providing better 
training, not only In managing and marketing but also In meeting 
the specific needs of firms which are planning to work with 
foreign enterprises, whether as sub-contractors or In consortia. 

34. Provided they are compatible with Community competition law and 
policy, such measures could be Included In regional development 
plans with a view to receiving Community support. Further, 
measures to assist the modernization of major domestic suppl lers 
are not precluded, providing they are Justified on the basis of 
Independent evaluation of long-term viability. 

SPeeding UP diversification In heayiiY dePendent regions 

35. Overdependance of a region on particular sectors makes it more 
vu I ner ab I e. It a I so creates a potent I a I obstac I e to change, 
where change brings social costs. It Is easier for sectors to 
face radical change where they do not, alone, determine the 
employment prospects of a region. 

36. Measures addressed to providing aids to reconversion therefore 
have an lmpor tant ro I e to pI ay In he I pIng adJustment to the 
openIng up of pub I I c procurement . Such measures, whIch may 
already be In place, could be aimed at: 

(I) the establishment of new companies on former or new 
Industrial sites; 

(II) the adaptation of commercial structures and prospection for 
new markets; 

(Ill) the evaluation, commercialization and Industrialization of 
Individual projects, the prospection of new Industrial 
activities or non-public procurement appl !cations, with 
Information and advice on technological transformations 
reQuIred; 



(lv) the establishment or improvement of existing services 
necessary to achieving these objectives; 

(v) training and professional reconversion of employees, 
Including teaching basic I lteracy and numeracy where required 
and vocational training to anticipate the affl.3cts of 
Industrial changes on employment (in accordance with Article 
123 of the Treaty on European Union). 

37. Accompany lng soc I a I measures, such as c I ass if 1 cat ion of 
potentially redundant and redundant workers, funding for early 
retirement and redundancy payments, short-time working and 
mobility and Integration grants for redundant workers seeking 
alternative employment should be developed by the Membr States 
concerned 

PREPARATION. MAHAGEMENJ AND FINANCING OF A PLAN OF MEASURES 

38. The above paragraphs contain many suggestions as to appropriate 
measures. Turning these into plans for action is the 
responslbl lity of the Member States. 

39. For Its part, the Commission has already provided a number of 
actions In the area of the Structural Funds with a view to 
facilitating the type of measures which have been described. 
These provide for productive Investment for job maintenance and 
job creation; and measures to support local potential including 
assistance towards services for SUEs. They can include market 
research and common services, transfer of technology, 
Improvement of access to capital markets through the provision 
of guarantees, direct aid to Investment and the provision of 
sma•l scale Infrastructure. Further, funds to the value of 
1.45 BECU have been commHted to assist In the development of 
Infrastructures for transport. 1.72 BECU for 
telecommunications, and 2.86 BECU for energy Infrastructure 
Investments In the eligible regions. This has supported demand 
tn the sectors most direct I)' concerned, 

40. In tlte Immediate futltre, Uemer States with regions benefiting 
from assistance from the Structural Funds may, therefore, put 
forward proposals In the coAtext of management of previous!; 
approved act Ions under the CommunIty Support Frameworks. This 
will apply to any Community region etlgible for Structural Funds 
support under ObJectives 1, 2 or 5. Within the allocations 
provided for these countries, Member States can examine whether 
resources can be made available In the light of management of 
existing actions. Funds can be I !berated where existing agreed 
actions are unlikely to be executed, or where the Member States 
concerned give a high enough priority to justify the transfer of 
funds to new commitments. 



41. The Community Initiative PRISMA makes 100 MECU available to 
ObJective No. 1 regions. It provides, inter alia, for the 
provision of Information services related to public procurement, 
and the financing of technical assistance in following-up bids 
and extending co-operation between firms. It also provides for 
the payment of outside consultants' fees to adapt products and 
product processes to the Community quality standards and norms. 

42. The Community initiative TELEMATICS provides 200 MECU which can 
be used to promote the use of advanced services by SMEs in 
ObJective No. 1 regions. This includes the purchase of software 
and equIpment for access to CommunIty wIde data bases, and to 
service bodies In the fields of advanced design, product 
compatibility and financial and stocks administration. The 
possibility also exists of creating networks of fast response 
between suppliers, producers and clIents, permitting better 
programming of production In relation to demand. 

43. The STRIDE Initiative provides 400 MECU In ObJective No. 1 and 
No. 2 regions, to encourage co-operation between research 
centres and SMEs. It can finance appl led research on the 
development of new products for pub I I c procurement adapted to 
European standards and norms and the dissemination of the 
results of such research. 

44. INTERREG provides 900 MECUs for assistance to certain .border 
regions. It can contribute to any of the actions described 
where the development of transfrontler networks of co-operation 
may contribute to the solution of local Industrial problems. 

45. The EUROFORM programme provides 300 MECUs, Inter alIa, to assist 
In meeting educational and training needs Induced by 
technological developments In SMEs and by the demands of the 
SIng I e Market. 

46. The European Social Fund also offers important possibilities for 
assistance to 

training measures required for the use of new production 
or management techniques In SMEs; 
vocational training measures with the relevant technology 
content required by technological change; 
the encouragement of new employment posslblllt les, 
organized for persons who are threatened with unemployment 
within the context of restructuring requiring technical 
modernization or substantial changes In the production or 
management system. 
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47. The above paragraphs have described measures in pI ace and the 
scope for additional national action in the short term. A new 
planning period for Structural Funds Interventions begins in 
1993 with the establishment of new Community Support Frameworks 
to take effect from 1 January 1994. This wi II create further 
opportunities, which wil I arise in the context of the Delors I I 
package and enable Member States to reinforce or include 
measures In favour of the industries supplying the utilities 
sectors. 




