


DECISIONS

B Agreement on the Structural Funds

EC ministers reached an agreement on 3 July on the ground
rules to be applied, in the period from 1994 to 1999, to the
sums made available by the Community to reduce regional
and social disparities between the Member States. These
resources are provided by the EC’s regional, social and
agricultural Funds, to which a fisheries Fund will be added.
Last December, the Edinburgh Summit fixed the financial
resources to be made available at ECU 141 billion in all (ECU 1
= UK £ 0.77or IR £ 0.80). The development of the most disad-
vantaged regions and the fight against unemployment con-
tinue to have priority. The Twelve adopted six regulations ('Eu-
ropean laws’) setting up the new system of aid; the ‘laws’
presently in force expire on 31 December 1993. It is expected
they will be definitively adopted in the second half of July, af-
ter a final examination by the European Parliament.

B A European anti-drug unit

In order to fight drug traffickers effectively in the single Euro-
pean market, EC Home and Justice Ministers decided on 2
June to set up a ‘drugs unit’, to become operational as soon
as the Twelve have found it a home. The unit will enable
policein the 12 EC countries to exchange systematically infor-
mation on the drugs trade. It will be the first element of Euro-
pol, the permanent body for cooperation among police
throughout the Community.

ANOTHER ECU 3 000 MILLION
FOR THE RELAUNCH

In order ‘to restore confidence’ in the short run, the EC Heads of State
or Government, meeting in Copenhagen on 21 and 22 June, added
ECU 3000 million to the ECU 5000 million temporary facility
agreed in Edinburgh last December. The European Investment Bank
(EIB) has been entrusted with the task of lending this sum, ECU 2 000
million of which will be for trans-European transport, energy and
telecommunications networks, and ECU 1000 million for small and
medium-sized enterprises (SMEs). SMEs are also likely to benefit
from interest-rate subsidies, to a maximum of 3 percentage points
over five years, linked to job creation. Finally, they envisage lending
by the Community to Member States, between now and 1995, of a
part of the sums they must receive in the form of regional and social
aid until 1999. The Twelve have asked the European Commission to
present to them before December a White Paper on a medium-term
strategy for growth, competitiveness and employment (see page 1).

B Common rules for medical devices

As from 1 January 1995, the thousands of non-implantable
medical devices, such as X-rays, condoms and syringes, will
be subject to the same safety rules throughout the 12-pation
Community. EC ministers adopted on 14 June a directive (‘Eu-
ropean law’) which sets out the basic public health require-
ments which these devices must meet if they are to be market-
ed freely throughout the single market. Whenever necessary,
European standards organizations and the medical profession
will draw up the specific standards for each device.

B Better food hygiene

With a view to raising the level of food hygiene in the Commu-
nity, EC ministers adopted on 14 June a directive which sets
out the general rules to be followed by all those employed in
the foodstuffs sector, whether in small bakeries or factories.
This ‘law’ covers the treatment of foodstuffs, from production
to point of sale. The same day the Twelve adopted another

directive, which seeks to strengthen official control of food-
stuffs. This directive now goes before the European
Parliament.

B Limiting working hours

A directive adopted by EC ministers on 1 June, after more than
two years of debate, provides for: a working week of 48 hours
maximum on average, including overtime; a night shift limit-
ed to 8 hours without a break on average; a daily unbroken
rest period of 11 hours at least and a weekly rest period of 24
hours at least, without interruption and, finally, four weeks of
paid holiday each year. This directive, which the European
Parliament must look at again, is not revolutionary, especially
as the United Kingdom has won the right to exceed a 48-hour
working week if workers so decide. However, it will require
nearly all EC countries to modify at least one feature of their
existing legislation.

B Single market in beauty products

The remaining obstacles to the free movement of beauty
products will disappear on 14 June 1995, when a directive
adopted by EC ministers on 14 June will come into effect, re-
quiring manufacturers to indicate the ingredients on the
packaging. This information, of importance to consumers,
will be presented in 'European terminology’, thanks to a com-
mon nomenclature to be drawn up by the Twelve. The direc-
tive also lays down the criteria for the information which
manufacturers, as well as importers of beauty products from
non-EC countries, must keep available for the supervisory
authorities, covering, in particular, the quality, efficacy and
safety of their products. The directive also bans, as from 1
January 1998, the marketing of products whose ingredients
have been tested on animals.

B Encouraging companies to go ‘green’

Companies which want to protect the environment, and to let
the fact be known, have two good reasons for so doing. Firstly,
EC ministers adopted on 29 June a regulation allowing volun-
tary participation by manufacturing companies in a Commu-
nity ecomanagement and audit scheme. Companies wanting
to join the scheme must undertake to modify their activities
so as to make them more environmentally friendly, and to al-
low an independent body to monitor them. An official agency
has been entrusted with managing the scheme in each EC
country. Secondly, the European Commission adopted, on
the same day, the criteria for awarding a ‘green’ label for en-
vironmentally friendly dishwashers and washing-machines.
The new label is in the form of a flower whose petals have
been replaced by 12 stars. It will be awarded by national bod-
ies but will be valid throughout the Community. The cost to
companies will be ECU 500 and 0.15% of annual sales of the
product in question.

B Liberalizing road haulage as from 1998

Carriers established in one European Community country
will be able to carry goods freely within another EC country
as from 1 July 1998. EC ministers agreed on the principle of
goods cabotage on 19 June. Meanwhile, Community carriers
will share among themselves the 30 000 cabotage authoriza-
tions valid for a period of two months to be issued next year
as compared with about 19000 at present. The number of
authorizations will be increased annually by 30%, starting
from 1 January 1995. The Twelve must transpose these meas-
ures, linked to agreements on the taxation of carriers (see be-
low), into a ‘European law’ before the end of this year.
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_BACKGROUND

THE BUDGET
OF THE EUROPEAN COMMUNITY

The budget of the European Community is the financial
instrument of Community policy. As is the case with Mem-
ber States’ budgets, a great deal is said and written each
year about the Community budget. It provokes intense dis-
cussion between the European Commission, which prepa-
res the first draft, the European Parliament, which uses it as
awarhorse in its campaign to unite Europe, and the Council
of Ministers, which tends to apply the brake to spending.
The most striking feature of the Community budget conti-
nues to be the high level of expenditure on agriculture.
Nonethe less, Europe is now developing in such a way that
funds are being redirected towards other areas of activity,
more especially in the regional and social spheres.
Since the start of the 1980s, Community expenditure has
risen from 1.7 to 2.4% of the total public expenditure of the
Member States. At ECU 68 billion, total Community expen-
diture in 1993 amounts to only 1.2% of the Twelve’s total
gross domestic product.

The European taxpayer’s money is not swallowed up by an
administrative machine: it is used to finance measures to
achieve the aims of European integration and most of the
revenue is redistributed throughout the Community.
Despite the need for the European institutions to work in
all the official languages, administrative expenditure
accounts for only 4.7% of the budget.

Agricultural expenditure

The objectives of the common agricultural policy (CAP)
were set by the Treaty establishing the Community: to in-
crease the productivity of agriculture, to ensure a fair stan-
dard of living for the agricultural community, to stabilize
markets, to guarantee security of supply and to ensure reason-
able prices for consumers. Although these objectives have
for the most part been attained, this has necessitated a con-
stant process of adaptation, the most recent example of
which was the reform of the CAP agreed by the Council of
Ministers in May 1992, Based on more competitive prices
and direct aid for those farmers in greatest need, the objec-
tives of this reform are to reduce surpluses, slow down the
flight from the land and safeguard the environment by dis-
couraging intensive production methods.

In 1993 agriculture still accounts for 48.8% of the Commu-
nity’s financial commitments (ECU 35 billion): it is in this
sector that the transfer of powers and therefore of national
expenditure to the Community has gone furthest. Yet the
cost of the CAP is very modest at around ECU 0.3 per head,
i.e. about the cost of three cigarettes per day. It should be
stressed that all the industrialized countries — the United
States of Americaand Japan in particular — have developed
a policy of aid for agriculture designed to afford agricultu-

ral workers a level of earnings comparable with that of wor-
kers in other sectors.

Structural, social and regional operations

If all the citizens of the Community are to enjoy the advan-
tages of the single market and the economic and monetary
union being constructed, the Community and its Member
States must rise to the challenges of reducing the disparities
in wealth between regions and improving the employment
situation, in short the challenge of greater economic and
social cohesion. It is for this reason that the Community is
devoting ECU 22.2 billion to the modernization of econo-
mic structures, especially on a regional basis, and to the
improvement of the social situation of the underprivileged
sections of the population. This figure of ECU 22.2 billion
accounts for 30.9% of the Community’s total financial
commitments in 1993, as against 18.5% in 1988. Regional
and social expenditure take second place to agricultural
expenditure.

In accordance with the decision taken by the Heads of
State or Government at their meeting in Edinburgh in
December 1992, an even greater effort will have to be
made to reach the figure of ECU 31.8 billion in 1999 (at
1994 prices). The essential aims are: support for the devel-
opment of the poorest regions and conversion of declining
industrial areas, contribution towards the occupational
integration of young people and combating long-term
unemployment and promotion of rural development.
These are the goals of the European Regional Development
Fund, the European Social Fund and the Guidance Section
of the European Agricultural Guidance and Guarantee
Fund as well as of the recently established Cohesion Fund.
This is a long-term endeavour but one which will have its
rewards. It is estimated that over the period 1989-93 the
effect of the European Structural Funds has been to raise
the level of prosperity by 1.5 to 3.5% and to provide
500 000 new jobs in the poorest regions of the Community.

Research

Research and technological development are the key to
Europe’s future. The Community has a framework pro-
gramme enabling it to support many research projects
involving teams from the various member countries. Endo-
wed with ECU 2.6 billion in 1993 (3.6% of total financial
commitments), Community research policy seeks to con-
centrate efforts on a number of strategic sectors, with some
considerable success, as the following examples clearly
demonstrate.

[1]
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The fourth Community medical research programme has
mobilized over 3000 European university and hospital
research teams to work in the fields of cancer, AIDS, medi-
cal technology, health problems connected with ageing,
etc.

To stimulate the mobility of research workers, between
1983 and 1992, the Community supported 2 576 transna-
tional laboratory link-ups and 3884 joint research ope-
rations.

In 1991, for the first time in the world, 147 European re-
search workers from 35 different laboratories operating as
a network succeeded in fully analysing a chromosome of
a living organism, that of yeast.

In a country like France for example, one public research
team in five and one in twenty of firms which engage in
research are involved in Community programmes. In the
exact and natural sciences, one out of every seven theses
written comes under a Community programme.

Other internal policies

The other internal policies — transport, education, culture,
energy, environment, consumer protection, the internal
market and industry — have ECU 1.5 billion (2.2% of total
financial commitments) at their disposal in 1993.

The Community devotes some ECU 250 million to the
mobility of young people, workers, students, teachers and
scientists. In 1992, through the Youth for Europe, Erasmus,
Comett, PETRA and Lingua programmes, some 200000
young Europeans were able to obtain Community support
to study, train, learn foreign languages or simply live for a
short time in another Member State.

External action

The 1993 Community budget allocated ECU 4.3 billion to
external Community activities, taking the form mainly of
efforts to contribute to the development of the Third World
and to the economic reconstruction of the new democra-
cies in Central and Eastern Europe. In addition to the ECU
1.6 billion allocated to these policies, the budget contains
ECU 0.6 billion for Latin American and Asian countries,
ECU 04 billion for the non-member Mediterranean coun-
tries, ECU 0.7 billion for food and emergency aid and ECU 1
billion for various other cooperation activities.
Furthermore, the European Development Fund (EDF),
which does not come under the Community budget, is
endowed by the Member States with ECU 10.9 billion for
the period 1990-95. The EDF is a financial instrument spe-
cifically intended to assist those African, Caribbean and
Pacific countries which have signed the Lomé Convention
with the Community. If the EDF and the general budget are
taken together, 9.2% of financial commitments for 1993 are
seen to relate to cooperation with the rest of the world.
The Twelve are not only the Third World’s chief trading
partner, they are also the world’s leading provider of public
development aid. In the area of food aid alone, the Com-
munity is the second-largest donor after the USA. In 1992,
2 185 million tonnes of cereals were granted either direct
to some 30 Third-World countries or via international or
non-governmental organizations to 45 countries.

As the Community has undertaken to support the new
democracies in Central and Eastern Europe, with which it
has concluded many agreements, the European Commis-

sion coordinates, and partly finances, some major interna-
tional programmes to help these countries. For example,
the Community covers over half the cost of the technical
assistance provided for the independent States of the for-
mer Soviet Union.

How the budget is financed

The general budget of the European Communities is finan-
ced by means of revenue which it receives as of right. The
growth of these ‘own resources’ is limited by a ceiling set
by the Member States: 1.20% of the Community’s gross
national product (GNP) in 1993, 1.27% in 1999.

This revenue comprises customs duties and agricultural
‘levies’” — charges collected on products imported from
outside the Community (234% of total revenue in 1993).
Added to this is an amount calculated by reference to the
VAT base determined in accordance with Community rules
(54.5% of total revenue) and a resource based on GNP.
Each of the Member States contributes to this fourth
resource (214% of total revenue) according to its prospe-
rity. The VAT and GNP resources come from the tax reve-
nue of the Member States and are not collected direct from
the taxpayer. This explains why the Member States are
often very critical of the Community budget.

The decision-making process

Drafted in its broad lines by the European Commission, the
general budget of the European Communities is adopted
by the European Parliament and the Council of Ministers,
which are made up of representatives of the Member
States.

Firstly, the Commission produces a preliminary draft on
the basis of the estimates of the requirements of the Com-
munity and its institutions, the anticipated revenue and the
multiannual financial perspective. This preliminary draftis
forwarded to the Council, which, after amending it, adopts
a draft.

The European Parliament then proposes modifications to
what are known as ‘compulsory’ expenditure items, i.e.
which arise from the European Treaties or acts adopted
under the Treaties (roughly 53% of the budget). Within cer-
tain limits, Parliament can amend the other items of expen-
diture known as ‘non-compulsory’ items. It is Parliament
which ultimately adopts the budget.

Control of expenditure

The Commission’s financial management is subject to
internal control under the authority of a Financial Control-
ler. The Commission has also set up a specific unit for com-
bating fraud. On the external front, the Commission’s
management is subject to the dual supervision of the Court
of Auditors and the European Parliament.

The 12 members of the Court are appointed by common
agreement for six years by the Member States; they verify
that revenue is received and expenditure incurred in a law-
ful and regular manner and that financial management is
sound. As the body which exercises political and democra-
tic control over the Community, the European Parliament
candismiss the Commission. It comments on the Commis-
sion’s programme and supervises the proper implementa-
tion of the Community’s policies, for which it draws on the
reports produced by the Court of Auditors.
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B Commission rejects fake differences

Where the marketing of products has not been ‘Europeani-
zed’, manufacturers may be tempted to create ‘national’ pro-
ducts, which differ from each other only slightly, for sale
through sole distributors in order to prevent parallel imports.
As the European Commission wants to discourage such prac-
tices, which amount to a negation of the single market, itdeci-
ded on 22 June that an agreement between the ltalian chemi-
cal company ZERA Montedison and its sole distributor for
Germany, Stihler, amounted to a violation of EC competition
rules. The agreement in question has already ended:; but the
Commission, which regards the case as representative, has
announced that it plans to keep an eye on the sectors concer-
ned, in order to be able to spot such practices.

L] BRIEFLY

EC ministers adopted on 14 June the three remaining directives dea-
ling with public contracts. The first extends to services the procedural
arrangements which apply to supplies and public works in the water,
energy, transport and telecommunications sectors. The second directive
consolidates European rules as regards public works for the other sectors,
while the third does the same for supplies.

There was progress towards the free movement of medicinal products
on 14 June, when EC ministers adopted three directives. Two of them
approximate national laws and regulations while the third repeals a ‘Euro-
pean law’ regarding high-technology medicinal products. Adoption of
the regulation setting up a European Agency for the Evaluation of Medici-
nal Products is still awaited. The Agency is a key element in the Commu-
nity-wide system to be introduced in 1995.

The present system of aid for the EC transport infrastructure will conti-
nue this year and the next, with a budget of ECU 325 million. EC ministers
decided on 25 June to extend it, pending the ratification of the Maastricht
Treaty, which provides for support for trans-European networks. This aid is
of particular interest to high-speed trains and combined road-rail transport,
as well as to the transport system in Greece, Ireland and Portugal.

In order to enable the integration of Portuguese agriculture into the
single market, EC ministers decided on 1 June to grant aid of up to ECU
60 million over three years. The aim is to help with the modernization of
Portugal’s agro-food industry.

Producers and distributors of television programmes made in the
cinema’s 16: 9 format, rather than the current 4: 3 format, will be able
to ask for help from the EC budget for meeting up to 50% of the higher
costs this may entail. EC ministers adopted in principle an ECU 160 mil-
lion action plan designed to encourage use of the new formatand running
until 30 June 1997.

EC ministers adopted on 1 June a directive which sets out safety stan-
dards for large fishing boats. It will be binding on shipowners through-
out the Community. The new ‘law’, which the European Parliament must
still look at, prescribes the proper maintenance of vessels and their perio-
dic inspection by national authorities.

Under an agreement in principle reached by EC ministers on 14 June, the
term of protection of copyright and certain related rights will be har-
monized in the Community. It will be the author’s lifetime and 70 years
after his or her death; it will be 50 years in the case of the rights of perfor-
mers and film and record producers.

A regulation, adopted in principle by EC ministers on 14 June, will make
it possible to obtain comparable statistics, especially on the structure
of enterprises and groups of enterprises, and on mergers, buy-outs and
take-overs. It will encourage the Twelve to draw up national business
registers in the same way for statistical purposes.

In order to ensure the success of the single market, EC ministers decided
on 28 June to harmonize maximum levels of pesticide residues, as
laid down for fruit and vegetables as well as for other products of plant
origin.

The single market in bananas opened on 1July as had been decided. The
European Community Court of Justice rejected, on 29 June, a request from
the German Government that it be exempted from the common system,
pending the outcome of the Court proceedings between Germany and the
EC Council of Ministers. Bonn has challenged the legality of this system,
which introduces import duties on Latin American bananas.

Since 1 July, small airlines can manage airlines with the commercial and
financial support of another company. A regulation adopted by the Euro-
pean Commission on 25 June allows it for three years. At the same time,
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the Commission renewed its authorization for other forms of cooperation
between airlines, particularly coordinating timetables and managing
reservation systems.

EC ministers agreed in principle on 14 June to limit the maximum engine
power of motor cycles in the Community to 100 hp. But every EC coun-
try will still be authorized to register models of up to 125 hp for five years
after the new directive comes into force. The definitive adoption of this
directive, as well as four other ‘laws’ regarding motor cycles adopted in
principle on the same day, is still awaited. Six other ‘motor cycle’ directi-
ves were adopted on 14 June.

As from 1 October 1993 new models of light commercial vehicles will
have to meet the same emission standards as are in force for cars, in order
to be marketed throughout the Community. This requirement will apply
to all new light commercial vehicles as from 1 October 1994. These mea-
sures, adopted by EC ministers on 29 June, apply to minibuses which can
carry amaximum of 10 persons and vans of less than 3.5 tonnes in weight.

EC ministers added safety requirements on 14 June to ‘European laws’
covering mobile machinery and lifting devices currently in force.
These measures concern lifts for building sites.

INITIATIVES

® European employment compaign

The European Commission launched on 26 May an ‘employ-
ment initiative’ aimed at getting national, regional and local
authorities in the European Community to act together, in
order to reduce the number of jobless people by half between
now and the year 2000. The Commission wants European and
national leaders to analyse systematically possible solutions
to the unemployment problem, with a view to reaching firm
conclusions before the end of next year.

O The nine EC countries which belong to the Schengen group — the
Twelve minus the United Kingdom, Ireland and Denmark — agreed in
Madrid on 30 June that their agreement on the free movement of peo-
ple will take effect from 1 December 1993. They also set out the condi-
tions to be met before then, particularly as regards the operation of a
police information system.

O The Twelve undertook on 19 June to apply, as from 1 January 1995 at
the latest, minimum European rates of tax on lorries. However, Spain,
France, Greece, Italy and Portugal will be able to apply lower rates until
the end of 1997. Meanwhile, Germany, Denmark and the three Benelux
countries decided to require carriers to pay user charges for the use of
their motorways as from 1 January 1995. The charge will be paid by the
purchase of a vignette. This common system, approved by the Twelve,
implies neither border checks nor discrimination based on nationality.

O Britain’s Treasury Minister submitted to his EC partners on 12 July
a convergence programme designed to reduce budgetary deficits and
hold down inflation at a low level. The aim of the programme is to bring
the British economy more in line with the criteria contained in the Maas-
tricht Treaty.

O With a view to informing lawyers and other members of the legal
profession of the EC competition rules, the European Commission is
organizing a seminar in Brussels on 27 and 28 September. Registrations
are being handled by the Commission of the European Communities, DG
1V, Cort. 158 — 8/39, 200 rue de la Loi, B-1049 Brussels. Fax: 296 59 93;
Tel.: 29559 12.

SEEN FROM ABROAD

D VAT comes to Poland

On 5 July the Polish Government introduced VAT, a typical
‘Community’ tax, with the EC’s technical help. Poland now
has a standard VAT rate of 22% and a reduced rate of 7% for
goods and services of a social nature,

D ‘European’ harmonization in Switzerland

The Swiss Government adopted on 5 July a legislative pro-
gramme aimed at bringing the country’s technical standards
into line with those of the single European market. The pro-
gramme should result in modifications to numerous regula-
tions as from next spring.







