


B Telecoms: liberalization by 1998

Most European Union countries will have to open up their tele-
communications infrastructures to competition by 1 january
1998 at the very latest. They could then be used to run services,
most of which are already open in principle to the Union as a
whole, but in practice are waiting in many cases for an end to
monopolies at the networks level. The EU Council adopted, on
17 November, a timetable for liberalizing this sector, which has
remained largely outside the European single market. Luxem-
bourg will have until 1 January 2000 to liberalize, given the size
of its network, and the Union’s four poorest countries — Greece,
Ireland, Portugal and Spain — until 1 January 2003. For the
Council, liberalization will have to follow the rules of the game:
the Commission’s proposals were expected for the end of 1994.
This opening-up of telecommunications to competition is being
carried out in the context of the information society, foreseen
by the Commission White Paper on growth, competitiveness and
employment.

l Eco-labels for three more products

Washing machines and dishwashers have led the way. Now
three more groups of products will be entitled to display the
European Union’s eco-label if they meet the ecological criteria
set by the European Commission. The products in question are
paper towels for household use, toilet paper and the fertilizers
or soil improvers used by gardening enthusiasts. For these three
product groups, the Commission adopted, on 15 November, the
ecological criteria manufacturers will have to meet to win an eco-
label, which shows a flower made up of the 12 stars of the
European flag. The label, which is designed to promote environ-
ment-friendly products, is not a standard, but can lead to con-
sumers being better informed on the ‘ecological’ impact of prod-
ucts. The Commission expects to adopt shortly criteria for paints,
varnishes and detergents.

M Eight programmes
to prevent unemployment

To prevent workers most at risk from losing their jobs because
of structural changes in industry, the European Commission is
putting 19% of the aid provided by the European Social Fund at
the disposal of regions that do not count as the most disadvan-
taged in the European Union. This is a new form of aid, based
on the principle that prevention is better than cure, and is known
as QObjective 4 in EU jargon. It is in this context that the Com-
mission approved, on 16 November, the action programmes of
eight of the nine countries in question: Belgium, Denmark,
France, Germany, Italy, Luxembourg, the Netherlands and Spain.
The aim is to train workers so that they can either remain with
their present employer or find a new job; improve vocational
training systems and analyse the needs of the labour-market in
terms of job qualifications. Britain, which is entitled to Objective
4 assistance, did not submit a programme to the Commission.
Greece, Ireland and Portugal receive the same type of employ-
ment support, but in the framework of regional aid provided
under Objective 1.

B Butter, margarine and their likes

From 1 January 1996, European rules on the definition, classifi-
cation and designation of butter, margarine and other fats used
as spreads will apply. The rules are set out in a Regulation the
European Union Council adopted on 14 November. They are
designed to regulate labelling in particular, especially as regards
the use of terms such as ‘light’, so that consumers may be better
informed. Products already on the market on 31 December 1993
can continue to be labelled as before for five years. Before the
end of this period the Council will re-examine the question in
the light of experience. The Council also adopted on 14 Novem-
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ber a Regulation providing a single definition for butter eligible
for intervention in all Member States, with the aim of regulating
the market. Intervention agencies can hereafter buy such butter
in all EU countries, regardless of the country in which it was
produced. ,

[ BRIEFLY

The European Union Council has adopted definitively the 10 recommenda-
tions to all Member States, except Ireland and Luxembourg, for putting an
end to excessive government deficits. The recommendations are aimed at
preparing the countries in question for a single currency, in the framework
of Stage Il of economic and monetary union.

In the new framework programme for research — the fourth — all special-
ized programmes will follow the same rules as regards the participation of
companies, research centres and universities. This will also be the case as
regards the dissemination of the results of their research. The rules in ques-
tion, adopted by the EU Council on 22 November, contain special provisions
for small and medium-sized enterprises (SMEs). The Council also adopted
seven specialized programmes. The areas covered include information tech-
nologies and their applications, and standardization.

From the spring of 1997 buyers of houses and flats on a timeshare basis
will be entitled to more effective protection. After recourse to the conciliation
procedure with the European Parliament, the EU Council adopted defini-
tively, on 24 October, a Directive which notably allows prospective buyers
to withdraw from a contract within 10 days of having signed it, without
having to give any reasons.

The European Union Council adopted, on 21 November, a Directive setting
out the rules for the transport of hazardous goods by road within the
Union. The aim is twofold: to ensure a reasonable level of safety and create
a single market for the transport of such goods.

All seafarers working on ships registered in a Member State of the European
Union will need a certificate issued or recognized b{‘ a national authority,
according to the terms of a Directive adopted by the EU Council on 22
November. The Council also adopted a separate Directive setting out the
EU’s own rules for bodies authorized to inspect ships. These two ‘laws’ are
aimed at strengthening maritime safety.

The EU Council decided, on 14 November, to authorize the use of cyclo-
hexane, a solvent used in the manufacture of flavours for the food industry.

@ A European network for jobs

Thanks to a new, computerized network, in operation since 17
November, companies based anywhere in the European Union
can recruit staff more easily in other EU countries, while job-
seekers can find jobs outside their own borders more readily.
The European Employment Services, or EURES, network links
some 350 Euro-consultants based throughout the European Un-
ion, thus giving the labour-market a more European dimension.
These Euro-consultants belong to national employment depart-
ments, employers’ or trade union organizations, regional admin-
istrations and teaching establishments. They are linked to a com-
puterized databank containing information on both vacancies
across the Union and living and working conditions in EU coun-
tries — housing, taxes, labour contracts, etc. The various activ-
ities are coordinated by the European Commission.

@ Giving SMEs access to ISDN

The integrated services digital network (ISDN), the first step to-
wards the information highways, already offers good scope for
computerized communications — but remains too expensive for
many small and medium-sized enterprises (SMEs). In order to
both improve it and make it more accessible, the EU Council of
Ministers adopted, on 17 November, a number of guidelines.
They include seeing to it that all regions of the Union are cov-
ered; promoting the network among SMEs by making access to
terminals easier and software cheaper, and making the ISDN
fully compatible with other services, such as mobile telephones.
These guidelines have yet to be examined by the European Par-
liament, while the Council itself must debate another draft de-
cision, which is along the same lines in that it provides for the
EU’s financial support.



BACKGROUND

THE EUROPEAN UNION'’S REGIONAL POLICY:

OBJECTIVES, WAYS AND MEANS

There are great disparities between different regions
in the European Union, and the task of the Union’s
regional policy is to supplement action taken by the
Member States (which provide the greater part of the
resources allocated) and ensure that it is directed to-
wards the harmonious development of the Union.

In 1986 the Community made economic and social
cohesion (i.e. steps to reduce regional disparities) an
essential additional feature of the single market to be
completed by 1993. This was to prevent the single
market from chiefly benefiting the most advant-
ageously situated regions. In 1989 there was a far-
reaching reform of the Community’s Structural Funds
and a considerable increase in financial resources.
The Treaty on European Union, which was ratified in
1993, confirmed this approach in order to meet new
challenges that will pose most problems for the least
advanced Member States. What is needed now is not
only to develop the single market to its full potential
but also to lay the bases of economic and monetary
union in accordance with the economic convergence
criteria: stability of prices, public finances, exchange
rates and interest rates.

Priority objectives

To strengthen economic and social cohesion, the Eur-
opean Union has set out its priorities in five devel-
opment objectives for the programming period 1994-
99.

Regional objectives

® Objective 1 (economic adjustment of regions
whose development is lagging behind) covers regions
whose per capita GDP is less than 75% of the Union
average, or where there are special reasons for in-
cluding them in this Objective;

® Objective 2 (economic conversion of declining in-
dustrial areas) relates to areas where the
unemployment rate and the rate of industrial employ-
ment are higher than the average and where industrial
employment is declining;

® Objective 5b (economic diversification of vulnera-
ble rural areas) applies to areas with a low level of
socioeconomic development that also satisfy two of
the three following criteria: high share of agricultural
employment, low level of agricultural income, low
population density and/or a significant depopulation
trend;

Objectives covering the entire Union

® Objective 3 aims to combat long-term unemploy-
ment and to facilitate the occupational integration of

young people and persons threatened with exclusion
from the labour-market;

® Objective 4 is to facilitate adaptation of workers to
industrial change and to changes in production sys-
tems through preventive measures against
unemployment;

e Objective 5a covers the adaptation of agricultural
and fishery structures under the common agricultural
policy.

These five objectives will apply also to new member
countries joining the Union, and it has been decided
that a new Objective 6 will cover Nordic regions with
very low population density.

Instruments

The share of the Union’s budget allocated to structural
measures is divided between the European Regional
Development Fund (ERDF), the European Social Fund
(ESF), the Guidance Section of the European Agricul-
tural Guidance and Guarantee Fund (EAGGF) and,
since 1993, the financial instrument for fisheries guid-
ance (FIFG). These Structural Funds give grants to fi-
nance development projects with the Member States.
And loans are given by the European Investment Bank
(EIB).

In addition to these instruments, a Cohesion Fund was
set up by the Maastricht Treaty to help countries such
as Greece, Portugal, Ireland and Spain, where per cap-
ita GDP is less than 90% of the average, to prepare
for economic and monetary union. The Fund finances
projects in the fields of environment and trans-Euro-
pean transport networks anywhere in these countries.

Increased funding

The resources allocated to the Structural Funds have
not stopped growing. Between 1958 and 1988 they
totalled ECU 58.4 billion. Between 1989 and 1993
they were nearly ECU 64 billion (1989 prices). For
1994-99 they will go up to ECU 141.471 billion (1992
prices) — an average of one third of the total budget
of the Union. In addition there is the new Cohesion
Fund (ECU 15.5 billion between 1993 and 1999) and
EIB loans (over ECU 15 billion each year).

Priority continues to be given to regions whose de-
velopment is lagging behind (Objective 1): ECU
96.346 billion (70% of the total Structural Funds
budget) is earmarked for this single objective between
now and 1999.
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Principles underlying action through
the Structural Funds

Since 1989 action through the Structural Funds has
been based on four principles that were reinforced by
the new rules adopted in July 1993:

® concentration on the five priority objectives;

® partnership, involving close cooperation at all
stages between the Commission and the relevant na-
tional, regional and local authorities in each Member
State;

® additionality, meaning that assistance from the
Union should not result in a reduction of aid granted
by the Member States but rather supplement it; ex-
cept in special circumstances, Member States must at
least maintain the previous level of public expenditure
for each objective;

® programming, through partnership, of a coherent
set of measures over a specified number of years.
The principle of subsidiarity enshrined in the Maas-
tricht Treaty governs relations between the Union and
the Member States. It means generally that a higher
authority should not take action unless an objective
cannot be attained at a lower level.

Programming

The Structural Funds are not normally used to finance
individual projects or special measures proposed or
selected by the European Commission but rather de-
velopment programmes that consist of coordinated
sets of multiannual measures managed by national or
regional authorities, with budgets to finance the re-
sultant activities and projects. These programmes are
the culmination of a process involving the various
partners: Member State, regions, competent authori-
ties, the Commission. A distinction is made between
programmes originating at national level and pro-
grammes originating at Community level.

National programmes (90% of the total budget) can be
prepared on the basis of either of the following.

® A development plan in which the Member State,
after coordination with the regional authorities, sets
out its priorities for action. The Commission negoti-
ates with the Member State on the basis of this plan
to produce a Community support framework (CSF).
Only then are the operational programmes proposed
by the Member State adopted by the Commission.

® A single programming document (SPD) in which
the Member State outlines both its priorities for action
and its proposals for programmes, whereupon the
Commission adopts a single decision. In contrast to
CSFs, SPDs become operational as soon as they are
adopted by the Commission.

Community programmes (9% of the total budget) are
prepared on the basis of guidelines laid down by the
Commission in a Green Paper in which it sets out its
main ideas on the content of its initiatives. Before it
was published in July 1993, this Green Paper was the
subject of consultations which enabled the Commis-
sion to adopt definitive guidelines for each Commun-

ity initiative. The Commission then adopts pro-
grammes proposed within this framework by Member
States.

Community initiatives supplement the CSFs and SDPs
and help to solve problems which have particular im-
pact on the Community. Between 1994 and 1999 they
will concentrate on seven topics: crossborder coop-
eration and energy networks (Interreg), local rural de-
velopment (Leader), outermost regions (REGIS), oc-
cupational integration of women, young people and
underprivileged groups (Emploi), adjustment to indus-
trial change (ADAPT, SME, Rechar, Konver, Resider,
RETEX...), urban policy (URBAN), restructuring of the
fisheries industry (PESCA).

Programmes, whether they originate at national or
Community level, are always proposed by the relevant
authorities of the Member States. Once they are
adopted by the Commission, they are implemented by
the national or regional authorities which select the
measures and projects to be financed. Local author-
ities, associations, firms or the like wishing to receive
support from the Structural Funds should apply to
these authorities.

Lastly, programmes are capable of being adjusted. im-
plementation is supervised by monitoring committees
made up of regional, national and Commission rep-
resentatives which redirect activities where necessary.
The Commission attaches great importance to ap-
praisal and evaluation at all stages.

By way of exception to the principle of programming
through partnership, the Commission can use 1% of
the total budget to select and introduce innovative
measures (pilot projects, cooperation and exchange-
of-experience networks, studies) to prepare the
ground for new policies through an experimental ap-
proach at European level. Priorities include continued
study of regional planning via the ‘Europe 2000+’
plan. In addition to these measures, the Commission
can set up new aid tools for small businesses locally
and in the regions as, for example, the European busi-
ness and innovation centres.

Committee of the Regions

Besides its economic aspect, action taken by the Eur-
opean Union in the regions is becoming increasingly
political, a fact reflected in the setting up of the Com-
mittee of the Regions. This new body, which was es-
tablished under the Maastricht Treaty, witnesses to
the place of local authorities in the institutional system
of the Union.

The Committee, which consists of representatives of
regional and local authorities (mostly elected repre-
sentatives), must be consulted on five Community
policies — education, culture, public health, trans-
European networks (transport, telecommunications,
energy) and economic and social cohesion. On its
own initiative, it may give opinions on other policies.
It will convey the general views of local authorities to
the Commission and the Council when Community
decisions are being prepared.
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INTERNAL MARKET:
PROBLEMS OF RECOGNITION

In several European Union countries, the implementation of the
principle of the mutual recognition of legally made products leaves
something to be desired as regards those sectors for which there
is no European ‘law’ providing for harmonization. What is more, in
these same sectors Member States very often tend to adopt their
own technical standards. These were among the main problems
raised by firms — and SMEs in particular — during the ‘internal
market weeks’ organized successively in Ireland, Spain, Britain and
France between the end of October and mid-November. As for the
public, it took full advantage of the telephone lines that had been
specially installed to satisfy their curiosity, whether for buying a car
in another EU country or for the mutual recognition of diplomas
and vocational qualifications. Organized by the European Commis-
sion and national or regional authorities in all EU countries, the last
of these ‘weeks’ should take place early in December.

@ Crossborder payments: covered by law?

Given the unpromising situation revealed by an independent sur-
vey (see No 9/94), the European Commission proposed to the
EU Council of Ministers, on 19 October, a ‘law’ that would re-
quire banks to facilitate crossborder payments. The banks, thus,
would have to meet payment deadlines, not debit costs to both
payer and payee, reimburse payment orders that could not be
executed, and indicate clearly costs and payment times. The
Commission at the same time has asked the banks to apply these
principles, without waiting for the Council to adopt the proposed
legislation.

@ Simplifying VAT still further

in order to simplify VAT formalities for businesses that sell or
do work in a European Union country in which they do not have
a commercial establishment, the European Commission asked
Member States, on 4 November, to apply a number of principles.
To begin with, they should see to it that only one firm is liable
for every operation involving VAT and it should be the firm that
carries out the operation.

Firms without local offices should be able to use the services of
a fiscal attorney under the same conditions as their competitors,
based in the country in question. In practice, this simplification
should be of help particularly to companies that engage in cross-
border sales to the public and those engaged in transport op-
erations, building works or cultural, sporting or scientific
activities.

@ Statutory charges are still too high

The statutory charges on labour firms must meet — taxes and
social security contributions — have certainly fallen since 1993
in most European Union countries; but they remain too high to
make a marked difference to unemployment levels. This is the
main conclusion of a report submitted by the European Com-
missioner for taxation, Mrs Christiane Scrivener, on 4 November.
Since 1993 charges on labour have fallen by some ECU 30 billion
a year, equivalent to 0.5% of the EU’s gross domestic product
(GDP). However, this is far below the level of relief envisaged
by the European Commission’s White Paper entitled ‘Growth,
competitiveness and employment’: 1 to 2% of GDP. In the Un-
ion, the statutory charges on labour are higher than in the USA
by 20% on average; the difference with Japan is 35% on average.

@ For a ‘greener’ economy

If the European Union economy is to become more environment-
friendly, much greater reliance must be placed on market mech-
anisms, in preference to new EU legislation. This is the position
adopted by the European Commission in a document it submit-
ted to the EU Council of Ministers and European Parliament on
3 November. The Commission suggests an examination of all
national tax systems and fiscal stimulants, in order to uncover

the measures that encourage activities harmful to the environ-
ment, and to eliminate them if possible. The Commission next
reaffirms that ‘ecological’ taxes are fully justified, a good example
of such a tax being its own proposal for a tax on carbon dioxide
(CQ,). Such taxes, in the Commission’s view, would make it
possible to finance a reduction in the execessive charges on la-
bour (see above).
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The European Commission proposed to the Council and the European Par-
liament on 23 November an action programme aimed at promoting the sin-
gle market in mobile communications, and in mobile telephones in
particular.

On 21 November, the European Transport Commissioner, Marcelino Oreja,
and the German, Austrian and Italian transport ministers signed a memo-
randum on the Brenner route. The aim is to develop a railway line between
Verona and Munich, which would link up with Berlin on the one hand and
Milan on the other. This is one of the Union’s high-priority projects.

The European Commission published, on 21 November, a European hand-
book for guidance counsellors, containing information for each EU country
on its educational and vocational training systems, on the one hand, and
career guidance services, on the other. The handbook, which also provides
basic information on the various contact bodies in each country, has been
sent to all professional guidance centres throughout the Union.

» The Swedes say ‘yes’
to the European Union

The outcome of the referendum held on 13 November was a
clear majority in favour of joining the European Union: 52.2% of
the Swedes voted ‘yes’, 46.9% ‘no’, while 0.9% cast blank votes.
The rate of participation was a high 82.4%. The Swedish Parlia-
ment is expected to ratify the Accession Treaty this month, given
that all the political parties had agreed to respect the wishes of
the people. Sweden therefore joins the Union on 1 January 1995,
at the same time as Austria, which held its referendum on 12
June 1994, and Finland (see below).

» Finnish MPs ratify entry into the EU

On 18 November, the 200 members of the Finnish Parliament
ratified the country’s entry into the European Union by 152 votes
to 45. This was more than the two thirds required under the
country’s Constitution. Voting, which took place after the Swed-
ish referendum, confirmed Finland’s entry into the Union, the
Finns having supported entry during a referendum held on 16
October. Parliamentary ratification, which should have taken
place before the Swedish referendum, had been postponed as a
result of the efforts of opponents to entry. Numerous observers
feared, at the time, that were the Swedes to vote against joining
the Union, the Finnish Parliament would follow suit. The inhab-
itants of the Aaland Islands, who were entitled under the Acces-
sion Treaty to organize their own referendum, also voted in fa-
vour of joining the Union. In a referendum held on 20 November
as many as 74% voted in favour of entry and 26% against it.

» The Norwegians say ‘no’
to the European Union

The Norwegians turned down membership of the European
Union for the second time. In a referendum held on November
28, 52.2% of those taking part voted against joining the Union,
as compared to the 47.8% of ‘yes’ votes. The Norwegian Gov-
ernment had negotiated the country’s accession at the same time
as the Governments of Austria, Finland and Sweden. During the
1972 referendum, 53% of those taking part had voted against
membership. Norway, together with Iceland, remains a member
of the European Economic Area, which links them to the Union
as regards the free movement of workers, goods, services and
capital.

Frontier-free Europe, No 1-1995






