


DECISIONS

M The professions and competition

European competition rules, particularly the ban on price agree-
ments, apply equally to the professions. The European Commis-
sion made this clear when it ordered the Spanish professional
association of patent consultants (COAPI) on 1 February to put
an end to its practice of setting compulsory minimum fees. The
internal regulations of COAPI, a body recognized by the Spanish
Government, provide for compulsory minimum fees, and every
year COAPI reviews the fees charged in practice. These fees also
apply to clients who are not resident in Spain and to Spanish
residents wanting to obtain a patent in another European country.
In the Commission’s view, COAPI’s rules limited competition at
the European level. This is only the second time that the Com-
mission has taken action against an agreement entered into by
members of a given profession; the first case was in June 1993,
and related to Italian customs agents. Hence the Commission’s
decision not to impose a fine. Even so, the European Commis-
sioner responsible for competition, Karel Van Miert, declared that
he would put an end to price agreements within the professions
‘as and when cases arise’, taking into account, however, ‘the in-
dividual characteristics of each profession’.

B A single market for motorcycles, but ...

By 23 July 1996, the 15 European Union countries will have to
harmonize their methods of measuring the maximum design
speed and maximum net engine power of two- or three-wheeled
motorcycles, under the provisions of a directive adopted defini-
tively by the EU Council on 23 January. The aim of the directive
is to facilitate the sale and registration of these vehicles in the
single market. However, as regards the maximum net engine
power, no genuinely common solution was possible. In June
1993, the Council had agreed, that maximum engine size be lim-
ited to 100 bhp in principle, even while making it possible for
Member States to authorize the registration of vehicles of up to
125 bhp for a five-year period. But this provision was rejected by
the European Parliament. Council and Parliament were able to
reach a compromise last December, which has now been incor-
porated into the directive as definitively adopted. The directive
imposes no power limits at the European level; however, during
a two-year period, governments will be able to ban the first and
successive registrations of motorcycles with a maximum net en-
gine power of more than 74 kW. Within that same period, the
Commission will have to make a further detailed study in order
to determine whether there is a link between road accidents and
engine power.

B Commercial rates when recovering aid

On 1 February the European Commission notified the Fifteen that
hereafter it would use commercial rates when calculating the in-
terest due on the reimbursement of State aid which had been
declared incompatible with European rules. Aid which companies
have received from national, regional or local authorities must be
reimbursed if it has been given, despite a ban at the European
level. Hitherto the Commission has based itself on the national
‘legal rate’, which in some countries is much lower than the com-
mercial rate used for Joans to businesses. Given that the recovery
of aid granted illegally is meant to re-establish ‘normal’ condi-
tions, the Commission has decided to calculate the interest to be
applied to cases of this type on the basis of the rates charged by
the banks.

B TV advertising and distribution

European rules, whether as set out in the EC Treaty or in the
‘television without frontiers’ directive, do not prevent a Member
State of the European Union from banning television companies
established within its territory from showing advertisements pro-
moting the distribution sector. A ruling to this effect was handed
down by the Court of Justice of the European Communities on
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9 February. What sparked off the affair was the refusal of two
French television channels, TF 1 and M 6, to accept advertise-
ments for the petrol sold through the French supermarket chain,
Leclerc. The two channels claimed that a French decree of 1992
excluded the distribution sector from television advertising. But
the Leclerc chain took them to court, arguing that the decree in
question was contrary to European rules. The French court turned
to the Court of Justice for guidance. The latter held that the ban
in question did not affect either trade or competition in the single
market, and did not exceed the provisions of the ‘television with-
out frontiers’ directive.

B Privacy in an age of data processing

A European directive which the Fifteen adopted on 6 February
seeks to guarantee the free movement of personal data through-
out the European Union, even while protecting individual privacy.
This ‘law’, which now goes to the European Parliament, should
come into force three years from the time it has been definitively
adopted. The directive will apply to all kinds of data, with the
exception, however, of information exchanged between the po-
lice and the legal authorities and operations having to do with
public safety, defence and State security. For the rest, the direc-
tive imposes certain obligations on users, whether individuals,
companies or government departments. They must, for example,
notify the person concerned in certain cases, give him or her the
possibility of opposing the data processing and respect the rules
of confidentiality. The directive contains derogations as regards
journalistic and literary activities, in order to reconcile freedom
of expression and respect for individual privacy.

[ BRIEFLY

Since 1 February, the exchange rates used to convert the ecu into national
currencies for the purposes of calculating European agricultural prices are
closer to the exchange rates in ordinary use. The European Union Council
decided on 20 December 1994 to do away with the mechanism which raised
prices in national currencies at each devaluation or revaluation in relation to
the ecu, in order to avoid a fall in prices in the countries which revalued
their currencies. The European Parliament reported favourably on the meas-
ure in mid-January. The now defunct mechanism cost the EU’s agricultural
budget ECU 6 billion a year on average (ECU 1 = UK£ 0.79 or IR£ 0.80).

The European Commission shared out on 17 January the regional and social
aid whicﬁ Austria and Finland will receive between now and the end of
1999, but for the most disadvantaged regions, established under the adhe-
sion treaties. Thus, out of a total of ECU 1.29 billion for Austria, fragile rural
areas, job-creation activities and agricultural structures will each receive 30%,
with industrial regions in decline being allocated 7.8%. The total will be
allocated somewhat differently in Finland, with job-creation activities and
agricultural structures each receiving 31%, with 18.1% going to fragile rural
areas and 17% to declining industrial regions.

INITIATIVES

@ The ecu to be introduced in two stages?

The move to the single currency, set for 1997 or 1999 under the
Maastricht Treaty, is unlikely to take place in one go, from one
day to the next; rather, it will come about in two stages. This, at
any rate, is the view of an expert group, which has been entrusted
by the European Commission with the task of studying the con-
ditions in practice of monetary union. In their interim report, pub-
lished on 20 January, the experts envisage a first stage, during
which the countries taking part in monetary union would defin-
itively fix the exchange rates for their national currencies in re-
lation to the ecu. The ecu itself would then be used by the banks
and possibly large companies. During the second stage, the ecu
would become the only currency for the general public and small
and medium-sized enterprises (SMEs), with ecu-denominated
banknotes and coins making an appearance. The experts would
like the first stage to be as short as possible. The report stresses
the need for the authorities and the private sector to begin at
once an ongoing dialogue on all the technical aspects of the in-
troduction of a European currency. The group of experts is now
consulting all interested sectors — the banks, SMEs and con-
sumer organizations in particular — before submitting a second
report in the middle of the year.



BACKGROUND -' — —

PHARE European Umon support for Central and Eastern Europe

Locked ina totahtanan economic and po||t|ca| system
from 1945 to 1989, the countries of Central and East-
ern Europe were cut off from the mainstream of Eu-
rope’s development. Today they are seeking to take
their rightful place in Europe’s civilization and join
forces with the economies and societies of a modern
Europe. To do so, they must rise to the challenge of
rebuilding their economies and making up the ground
lost to Western Europe over the last 50 years.
PHARE is a European Union initiative designed to help
finance this transformation process. Through this pro-
gramme, the Union is giving its partners a helping
hand to strengthen their democracies and economies
and to achieve greater stability as swiftly as possible.
The ultimate goal is a free and united Europe.
PHARE is just one of the Union’s schemes to help
Central and Eastern Europe. The Union is building up
political and trade relations by means of trade and
cooperation agreements and Europe association
agreements. It is supporting its partners’ balance of
payments, providing humanitarian aid and channel-
ling capital through the European Investment Bank
and the European Bank for Reconstruction and
Development.

The European Commission is also coordinating a
large number of international aid measures.

A new dimension = PHARE broadened in scope in
June 1993, when the Copenhagen European Council
offered countries that had signed Europe agreements
the prospect of joining the Union once they had sat-
isfied a number of economic and political conditions.
By helping to fund its partners’ preparations for mem-
bership of the Union, PHARE has become a corner-
stone of this integration process.

The biggest grant-aid programme  The Union’s
Council of Ministers decided, in December 1989, to
grant aid to Poland and Hungary in order to support
changes started in these countries. The PHARE pro-
gramme was set up, and began operations the follow-
ing year.

The extension of PHARE was planned from the outset.
To be eligible for the programme, a country has to
honour its democratic commitment and move to-
wards a market economy. The number of partner
countries has risen from 2 in 1989 to 11 today. These
partners are Albania, Bulgaria, the Czech Republic,
Estonia, Hungary, Latvia, Lithuania, Poland, Romania,
Slovakia and Slovenia.

The sums allocated to a given country are calculated
on the basis of population, gross domestic product
(GDP) and qualitative criteria. Poland, Hungary and
Romania receive most. In the first five years of its life,
PHARE will have granted its 11 partners a total of
ECU 4 283 million. This puts PHARE in the forefront
of aid programmes for Central and Eastern Europe.

Shared values and common goals  The priorities for
PHARE funding reflect the priorities and policies of
the partner countries and are tailored to the impera-
tives of each country’s reforms. Within a framework
agreed with the Union, the partner countries are free
to set their own priorities for PHARE financing. This
joint process leads to three-year indicative
programmes.

Under the indicative programmes, PHARE and the
partner countries together decide how best to achieve
the priorities targeted. Financing decisions are taken
and financing memorandums signed with the partner
countries. This procedure ensures that PHARE reflects
each government’s policies and slots effectively into
government policy.

Implementation is to a very great extent decentralized
in the partner countries. Each has a national author-
izing officer, usually a minister, who supervises
PHARE planning, programming and implementation.
Programmes are implemented and run by programme
management units (PMUs), which are the driving
force behind PHARE in the field. They are involved in
preparing, implementing and monitoring PHARE pro-
jects, and are increasingly handling invitations to
tender for supplies and services.

Priority sectors  The reforms under way obviously
require fundamental political, economic and social
change. It would be impossible here to describe all
the dozens of different areas of PHARE activities, but
key sectors include:

Restructuring of State-owned enterprises and devel-
opment of the private sector: This covers the privati-
zation and restructuring of enterprises, the
development of small and medium-sized enterprises
and the modernization of banking and financial serv-
ices. This sector alone has accounted for 23.5% of
PHARE resources.

Agricultural restructuring and reform: Assistance in
this sector centres on the drawing-up of strategies
and reform policies, among them restructuring, pri-
vatization, establishment of financial plans, develop-
ment of land-reform and registry systems, establish-
ment of rural banking services, setting-up of rural
cooperatives and the provision of financial informa-
tion about markets.

Administrative and institutional reform: PHARE offers
central and local government back-up in the form of
advice and the training of officials in their new tasks.
PHARE has tried to help governments restructure
ministries and introduce new budgetary and financial
systems. At local level, PHARE assistance has been
aimed at helping the authorities handle their new
responsibilities.

Reform of social services and employment: PHARE is
helping governments and local authorities draw up
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social and employment policies and reform the sys-
tems and networks through which such services are
provided. This concerns pension systems, contribu-
tions, staff training and the introduction of new reg-
istration and payment systems. There have also been
studies on the labour market and training for the
unemployed.

Education and health: In education the priority has
been to reform education and training systems so that
they provide the qualifications needed in a market
economy. PHARE is helping the authorities to restruc-
ture education, draw up new programmes and form
links between teaching, training and research estab-

lishments in the partner countries and the Union.

In the health sector, PHARE’s work has centred on
developing primary and preventive health care, train-
ing staff and introducing new management methods.
Infrastructure: Most PHARE support has been geared
to restructuring energy, telecommunications and
transport so that they can perform their new role in
a market economy. Special attention has been given
to using resources as efficiently as possible.
Environment: In this field, PHARE has taken urgent
measures, for example, supplying pollution-control
equipment, conducting studies and supporting the
drafting of standards and legislation. This has been
succeeded by a more strategic approach, including
the development of sectoral policies and programmes
in areas such as waste disposal. PHARE is fostering
environmental investment through investment funds
or co-financing operations with international financial
institutions. PHARE is also heavily involved in nuclear
safety.

The PHARE approach  PHARE funds various instru-
ments designed to support reform. It is increasing
know-how, developing legal and regulatory frame-
works and supporting new or reformed institutions.
Framework programmes and pilot projects are being
set up. PHARE is backing investment by providing
studies, grants, guarantees and lines of credit and in-
vesting in infrastructure.

Training is a cornerstone of many projects, covering
all aspects of running a market economy. There re-
mains a considerable demand for PHARE-financed
training.

PHARE has from the very outset funded the approxi-
mation of legislation, standards and technical rules.
Under the Europe agreements, PHARE funding is
helping align legislation, standards and rules on the
Union’s in such areas as competition, intellectual
property, technical standards, customs and workers’
rights.

Given that reforms are affecting all levels of society,
PHARE is also backing the work of non-governmental
organizations, among them trade unions, professional
associations, institutes and chambers of commerce.
PHARE can directly finance projects blocked by a lack
of capital. Projects funded range from credit lines for
farmers and small firms to the supply of basic neces-

sities to countries in
circumstances.

PHARE’s JOPP programme helps small and medium-
sized enterprises in Central and Eastern Europe to set
up joint ventures with similar firms in the European
Union. The programme has a series of instruments
that can be adapted to each case, ranging from com-
mercial loans to the purchase of shares in joint
ventures.

The more advanced partner countries are today facing
long-term, root-and-branch transformation of their
economies. As restructuring progresses, investment
capital will come to account for an increasing pro-
portion of PHARE funding .

By working closely with other donors and the major
financial institutions, PHARE generates synergies and
numerous benefits for the partner countries. In Hun-
gary, for instance, a PHARE-coordinated group of 13
donors has set up a nationwide network of centres to
advise small firms.

exceptionally  difficult

PHARE’s programmes  In the first three years of
PHARE’s operations, 78% of funding went to national
programmes and a further 10% to multi-country
programmes (a total of 88%). The rest was spent on
humanitarian aid and measures related to the man-
agement of programmes.

The national programmes cover the activities financed
in a given country on the basis of an annual
programme.

Multi-country programmes are set up when the prob-
lems encountered by partner countries call for similar
— if not identical — solutions. These programmes
have fostered a common approach to policy in the
partner countries and strengthened cooperation be-
tween them.

This year PHARE has received a budget specifically for
cross-border cooperation between the partner coun-
tries and Member States of the European Union. This
budget can be used to finance, for example, infra-
structure, pollution control, tourism and trade
cooperation.

In the long term  The Union has been quick to re-
spond to change in Central and Eastern Europe, and
its contribution — tailored to each country’s priorities
— has been vital.

As these countries move on to medium-term eco-
nomic restructuring, PHARE will turn from providing
know-how and focus increasingly on investment
aimed at helping establish the economic and social
infrastructure needed to cope with the demands of
integration.

The Union is committed to helping all partner coun-
tries seeking closer integration with the Union — or
indeed membership. This commitment reflects a
shared wish to create an extended family of nations
conducive to greater prosperity and security for all.

For further information contact: European Commission, PHARE Infor-
mation Office, AN88 1/26, rue de la Loi 200, B-1049 Brussels.
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LITTLE CHANGE IN THE WORKING WEEK

The working week remained largely unchanged in the European
Union between 1989 and 1994. This is clear from the results of a
survey carried out by the European Commission in the 12-nation
European Union, less Denmark, and published at the end of Janu-
ary. The length of the working week in industry, as set by collective
agreements, fell from 39 to 38 hours. But in the retail trade, it
remained unchanged at 39 hours. However, over the same period,
industrial plant was being utilized for longer periods of time in most
of the countries in question. In 1994 only 3% of industrial workers
were employed on a part-time basis, as compared with 6% in 1989.
As for shop opening hours, they have lengthened in all the coun-
tries surveyed, with the exception of Portugal. Hardly 25% of
European retailers envisage longer opening hours in the next two
years; more than two thirds of them envisage no changes. .

@ Increased trade within the single market

Merchandise trade within the single European market rose by
9.4% during the first six months of 1994, as compared with the
corresponding period in 1993, according to Eurostat, the Euro-
pean Statistical Office. It pointed to an acceleration in such intra-
EU trade during the first half of 1994, with trade rising by 7.6%
during the first quarter and by 11.3% during the second quarter.
The biggest increases were recorded by Spain and Ireland; only
Greece recorded a decline. As in 1993, there was a difference —
of around 5% this time — between consignments and deliveries,
or purchases, although the two figures should be identical. The
discrepancy can be traced to the continuing failure of some com-
panies to notify Intrastat, the statistical body which came into
operation on 1 January 1993, of deliveries in particular.

@ ECU 1.69 billion lent to SMEs

Of the ECU 17.68 billion which the European Investment Bank
(EIB) lent in 1994 in the 15-nation European Union, ECU 1.69
billion went to support projects launched by small and medium-
sized enterprises (SMEs). At the same time, ECU 98 million was
lent to large companies to help them adapt to the European di-
mension. The EIB also helped finance major infrastructure pro-
jects in transport, telecommunications and energy, particularly in
the framework of the Edinburgh facility, decided on in 1992 as a
way of stimulating economic recovery. One feature of this facility
is the granting of loans to job-creating SMEs at reduced rates of
interest, for up to ECU 1 billion. The total amount lent by the EIB
last year made it possible to carry out projects worth ECU 45
billion in all, a sum equal to 4.2% of the investments made in the
European Union.

@ What rules for telecommunications?

A telephone service accessible to everyone, at prices everyone
can afford; detailed bills, with the tariff clearly set out; an inde-
pendent procedure in the event of disputes; reduced rates during
off-peak hours for all calls within the European Union — these
are the goals which the European Commission proposed to the
Fifteen on 1 February in the framework of a directive which it
would like to see come into force on 31 December. The Com-
mission also proposed telephone cards which can be used
throughout the Union. More generally, in the run-up to the lib-
eralization of telecommunications, envisaged for 1998, the Com-
mission suggested the creation of a fund to finance the ordinary
telephone, to which companies not offering this service would
contribute. In Part Il of its Green Paper on the telecommunica-
tions infrastructure, adopted on 25 January, the Commission has
also made provision for a directive on the interconnection of na-
tional networks. It also envisages European guidelines for the
granting of licences.

@ Medicines: the European Agency is born

Inaugurated in London on 26 January, the European Agency for
the Evaluation of Medicinal Products is now operational. Set up
under a 1993 ‘European law’, the Agency is a key feature of the
single market in medicines. It has the task of evaluating new phar-
maceutical products, in order to make sure they are quite safe.
Their safety guaranteed, these products can be put on sale
throughout the European Union on the basis of a single author-
ization and under identical conditions of use. The system as a
whole, which consists of several ‘European laws’, should stimu-
late innovation and investments by guaranteeing manufacturers
access to a larger market, while ensuring that a medicament
banned in one EU country is not freely available in another.

(O BRIEFLY

The European Commission wants to reinforce the fight against fraud. In its

action programme for 1995, adopted on 8 February, the Commission Fro-

vides for an increase in the strength of its unit which is coordinating the fight

against fraud (UCLAF). It also plans to multiply its on-the-spot enquiries,

Eartficularly those relating to cigarettes, milk products, textiles, olive oil and
eef.

The latest survey on differences in the retail prices of new cars within
the European Union points to a slight reduction in price disparities between
1 May and 1 November 1994. According to the results of the survey, pub-
lished on 19 January, small cars are generally cheaper in Spain and large
ones in ltaly. Average car prices remain the highest in France and Germany.

On 20 January the European Commission decided to launch an enquiry into
the privatization of entities which have been aided by the European Re-
gional Development Fund (ERDF). The Commission wants to throw light
on all cases arising at the present time, as well as in the last few years. For
the future, it intends to set up an information system and provide rules for
the recovery of aid in certain cases.

Under the European insurance system in force since 1 July 1994, Member
States of the European Union cannot require insurance companies to operate
a uniform and mandatory no-claims bonus scheme for motorists. The
European Commission made this clear on 1 February, even while pointing
out that the European system was not opposed to the no-claims bonus
scheme, variants of which are in use in all EU countries.

In order to prevent countries — poor ones in general — from importing
recyclable waste whose value they cannot enhance, the European Commis-
sion has proposed to the Fifteen a ban on exports in the event of a refusal
on the part of the country of destination. The regulation which it proposed
on 8 February would phase out existing EU legislation, which already pro-
vides for controls on exports of dangerous waste.

For the European Commission, the priority areas in the public sector for
eliminating job discrimination based on nationality are commercial services
— transport, post and telecommunications, gas, electricity and broadcasting,
both radio and television; public health; education; and civil research. The
European Commissioner responsible for social affairs, Padraig Flynn, gave
this information in the course of a talk on the modernization of public utilities
delivered on 13 February.

SEEN FROM ABROAD

» The European Union has six East European
associates

Since 1 February another four countries of Central and Eastern
Europe are associated with the European Union. On that date the
Europe Agreements with Bulgaria, the Czech Republic, Romania
and Slovakia came into force, exactly one year after the imple-
mentation of similar agreements with Hungary and Poland. These
agreements provide, among other things, for the progressive es-
tablishment of free trade with the Union and for changes to the
laws of the countries in question, to bring them closer to EU laws.
The European Commission must prepare, with the ministers of
the countries in question and in time for the European Council
of next June, a White Paper on closer ties between these coun-
tries and the Union’s internal market.
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