


B Standards for liberalised telephones

The 15 European Union countries will have to implement,
by 30 June at the latest, an EU directive setting quality
standards for fixed telephones, particularly as regards the
time needed to connect them and make repairs. The
directive, which the EU Council of Ministers adopted on
12 February, after its adoption by the European
Parliament, adapts the existing regulation to the complete
liberalisation of telecommunications which took place on
1 January 1998. It ensures, for example, that a subscriber
changing companies can have calls to his or her previous
number transferred to the new one, or have callers noti-
fied of the new number. Moreover, contracts drawn up
by telecoms companies will have to provide information
on the quality of the services provided. In addition, the
powerful organisations on the market — generally the
heirs to former monopolies — must provide a universal
service, including fixed voice telephony, telefaxes and
data transmission. Independent national regulatory
authorities will have to make sure that the rates are clear-
ly shown and are exact. They will also be able to make
changes to contracts and demand independent verifica-
tion of the quality of service. The regulatory authorities
will also be able to intervene at the request of a user or a
service provider who has an unresolved dispute with a
telecoms company.

B Cross-border home-care benefits

A person who contributes to a home-care scheme in a
European Union country must be able to benefit from it
even if he or she lives in another Member State. This prin-
ciple was affirmed by the European Court of Justice in
substance, when it held that a German law requiring res-
idence in Germany, in order to receive such benefits, was
contrary to EU rules. The case arose out of a dispute
between the health insurance fund of Baden-

* Wiirttemberg and Mr Molenaar, a Dutch national, and his
~ German wife, who worked in Germany but resided in

France. When they were told that they could not benefit
from the care insurance scheme as they were not resident

_in Germany, the Molenaars sought permission to stop
paying their contributions. When their request was

turned down by the health insurance fund, they went to

 the German social security tribunal, which sought the

help of the European Court in Luxembourg. The Court
held the principle of mandatory contributions to be justi-
fied, but regarded the residence requirement as contrary
to the European texts governing sickness benefits in cash.
The fact is that home-care benefits allow persons who
can no longer manage on their own to pay for services
they receive at home, such as help with their toilet or
meals.

B

B European cooperation over taxes

By 31 December 2002 national civil servants dealing with
VAT and other indirect taxes will be cooperating with
each other and with the European Commission, thanks to
the Fiscalis programme, adopted by the EU Council of
Ministers on 3 March. This programme, with a budget of
ECU 40 million (ECU 1 = GBP 0.65 or IEP 0.79) will also
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allow civil servants to have a common and correct inter-
pretation of European rules on indirect taxation. Fiscalis
will also ensure a continuous improvement in adminis-
trative procedures in this field. The means to be used
range from exchanges of information and civil servants to
ajoint initiative in vocational training, as well as seminars,
handbooks and the organisation of checks involving sev-
eral countries. All these measures should contribute to a
more effective operation of the European single market.

B Watch out for concentrations!

Concentrations which affect the European Union market
cannot take place without the authorisation of the
European Commission, which has the task of implement-
ing the regulation on company mergers and acquisitions.
The Commission in fact imposed a fine of ECU 33 000 on
the South Korean company, Samsung, in order to remind
all companies forcefully of its role. Samsung was both
late in notifying the Commission that it had taken control
of the American company AST Research Inc., and it had
done so without the Commission's authorisation. The
concentration in question, in the sector of personal com-
puters and other electronic products, posed no competi-
tion problems for the EU. But the Commission pointedly
drew attention to its prerogatives in imposing a fine on
Samsung which was expected to respect European legis-
lation. Indeed, this was the first time it had imposed a fine
since the regulation came into force in 1990.

M Bananas: no discrimination here

The European Union does not have the right to exempt
certain importers of bananas from Costa Rica, Colombia,
Nicaragua and Venezuela, intended for the European
market, from export certificates. A ruling to this effect
was handed down by the European Court of Justice on 10
March, when it declared void certain of the provisions of
two texts of the EU Council of Ministers. The provisions
in question favoured European importers who market
bananas from the EU and/or ‘traditional’ bananas from
the associated African, Caribbean and Pacific countries.
The texts which have been declared void in part are, on
the one hand, a 1995 regulation implementing a system
dating from 1993 for an internal market in bananas and,
on the other, a decision approving an agreement between
the EU and four Central American banana producers:
Costa Rica, Colombia, Nicaragua and Venezuela. The
case was brought by Germany, supported by Belgium, as
well as by a German importer, all of whom were opposed
to the provisions now declared void. :

(] IN BRIEF

In keeping with the code of conduct on company taxation which it adopt-
ed last December, the EU Council of Ministers decided on 9 March to set
up a high-level group to assess the fiscal measures which can be incor-
porated in the framework of this code. The group will include representa-
tives of the 15 EU governments and the European Commission. The code
is aimed at eliminating fiscal measures which result in unfair competition
between EU countries.

The Socrates programme, which funds student scholarships and other
exchanges in the educational field, will have ECU 920 million in all — that
is, an additional ECU 70 million in 1998 and 1999. A decision to this effect
was taken by the EU Council of Ministers on 12 February, following last
December's agreement between the Council and the European Parliament.

By 31 December 2000 one million head of cattle, in six European Union
countries, will have been fitted with an electronic identification system.
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COMPETITION IN TELECOMMUNICATIONS:

WHY AND HOW? (1) (")

Does deregulation mean an end to high-
quality services?

On the contrary, the laws adopted by the European Union’s
Member States to deregulate the telecommunications industry
guarantee a universal service for all. The term ‘universal service’
has no implications in terms of the ownership of telecommunica-
tions infrastructure and services. Universal service can be provided
either by the public sector or by private firms: the aim is to provide
a high standard of service, on a European scale, which anyone can
afford, including people in social, health-related or economic
difficulties.

Universal service has certain principles (equality, universality, con-
tinuity and adaptation) and guidelines (financial transparency and
external auditing) to live up to.

The term is defined in a way which is both flexible and adaptable
to changing circumstances and pays proper regard to specific
national characteristics.

Universal service fits in well with the European model of society:
twinned with deregulation, it is part of a policy which accommo-
dates a dynamic market and economic performance with cohesion
and social solidarity.

With this in view the European Union has asked the Member States
to guarantee universal service at affordable prices in relation to
directories, directory enquiries, free emergency calls and public
telephone booths. If providing such a service is too heavy a cost for
a single company or a number of companies, the national market
watchdog may set up a system for sharing out the costs among the
various companies or compensating them for the expense. In at
least five Member States, however (Denmark, Finland, the
Netherlands, Sweden and the United Kingdom), the cost was
regarded as low enough for there to be no point in setting up a
financing system of this kind.

Traditionally, in many Member States the cost of universal service
has been put forward as grounds for charging substantially more
than cost for long-distance and international calls, while local rates
are below cost. There needs to be a rescaling of charges; the intro-
duction of competition for long-distance business has in many
cases helped by bringing costs down substantially. The European
Commission will keep an eye on the rescaling process to make sure
it is gradual and does not penalise people who need a basic service
at an affordable price.

Do the Member States still have a special part
to play in the deregulation process?

The job of the Member States is to implement the European direc-
tives fully and swiftly.

Having defined the terms on which new companies and service
providers must ensure access to the networks — including a stan-
dard quality of service — the Member States now have a duty to
safeguard the general interest, maintain fair competition and see
that the universal service requirement is complied with in the
telecommunications industry. This also involves them in carrying
out flanking policies.

Supposing a Member State should decide to opt completely out of
managing such a general-interest service as telecommunications, it

(") The first part of this article was published in issue No 3-1998.

would still go on being influential in a number of ways: in keeping
watch on the market and the players in it, in contributing towards
financing certain forms of infrastructure, and in laying down rules
on consumer protection. Even if it is no longer an active player in
the economy, the State still has political, legislative and regulatory
responsibilities.

After all, the Member States are in a sense jointly responsible for
ensuring compliance with Europe’s competition rules and therefore
for the way competition operates within the internal market.

Does deregulation lead to job losses
among the established companies?
What scope is there for job creation
in the new companies?

In Europe today the telecommunications industry provides jobs for
nearly one and a half million people. This estimate takes in equip-
ment producers, network operators and service providers.

A study carried out by the European Commission suggests that the
deregulation of telecommunications will have a positive effect on
overall employment levels. It found that between 100 000 and
500 000 jobs would be created by 2000 and nearly a million by
2005. These will be more competitive, better qualified jobs.
Alongside this positive trend, however, there will be job losses in
the established companies. The report says that about 200 000
jobs will be lost by 2005. The bulk of these will be due to retirement
or voluntary redundancy.

On the subject of employment, the Commission has proposed
flanking measures not just to ensure that where posts are scrapped
there will be social security cover but also to adapt the training
given to workers affected by the changes and to support job-
creating companies.

There is expected to be a direct job-creating effect among the new
operators and service providers and an indirect one on the econ-
omy as a whole. The resources released by the lowering of charges
will boost consumption and investment, which in turn will promote
economic growth and job creation.

In other words, the deregulation of the telecommunications indus-
try extends a long way beyond the industry itself in terms of jobs,
competitiveness and economic growth.

UNIVERSAL SERVICE:
A EUROPEAN SPECIALITY

The concept of universal service developed by the European insti-
tutions is used to refer to a range of general requirements which
have to be met right across the European Union by the telecom-
munications sector. The point of the obligations placed on opera-
tors is to guarantee everybody, everywhere, access to certain basic
services of a high standard, at an affordable price.

Universal service reflects Europe’s determination to complete the
internal market while at the same time introducing greater com-
petition in many sectors serving the general economic interest:
balanced regional development, equal treatment for all citizens
and high-quality service supplied to users round the clock.
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EXAMPLES OF RESEARCH AND
DEVELOPMENT PROGRAMMES AND
PROJECTS

The Esprit programme incorporates both industrial R & D projects
and measures to promote the adoption of the technology devel-
oped. This means that it encourages interaction between users
and developers, particularly in the areas of telecommunications,
transport, electronics and business services (there is more infor-
mation on the Internet at http://www.cordis.lu/esprit/home/html).
Info 2000 is a programme designed to stimulate the development
of the European muitimedia industry and to promote multimedia
use and exchanges between users and suppliers. One of the Info
2000 projects was the launching of the MIDAS-NET network,
which helps small and medium-sized businesses break into the
multimedia world (Internet:
http://www.echo.lu/info2000/infohome.html).

Ten projects for experimental applications of new types of infor-
mation technology have been put forward by the information
society task force set up by the European Commission. They
should serve to encourage the spread of the technology involved
and to adapt it to users’ needs in the following areas: teleworking,
distance learning, inter-university networks, information technol-
ogy services for small businesses, road traffic management, air
traffic control, health networks, computerisation of invitations to
tender, the trans-European inter-administration network and
urban information highways.

How far does deregulating
telecommunications fit in with the advent
of the information society?

By lowering the charges for telecommunications services, deregu-
lation in the first instance helps to disseminate new forms of infor-
mation technology more widely and to anchor Europe in the infor-
mation society.

Teleworking, distance learning, the use of electronic data trans-
mission services, health networks, on-line database consultation,

Internet surfing, corresponding by electronic mail — all these are
aspects of the information society which lower charges will help to
promote.

The presence of new operators on the market for telecommunica-
tions services and equipment also strengthens the industry’s cap-
acity for innovation and opens the door to further technological
developments. Here the European Union plays an active part by
financing large numbers of research programmes (the fourth RTD
framework programme) and pilot projects in every region of Europe
(the Structural Funds).

And deregulation leads to partnerships being set up between
telecommunications companies and the multimedia industry, sym-
bolising the alliance between container and content in the informa-
tion society. What makes this an even more interesting prospect is
that Europe holds a great many valuable assets in terms of its pub-
lishing sector, its audiovisual media, its software industry and so on
which, when brought closer together under the multimedia banner,
provide new opportunities for job creation.

For a subscriber, will changing company mean
changing telephone number?

There will only be minor technical constraints on changing from
one company to another. A subscriber changing his or her supplier
will, if he or she wants, be able to keep the same telephone num-
ber. It will be up to the company to install its own network or con-
nect itself to the existing network by paying interconnection rights
to the owner.

It is also planned that each Member State, acting through an inspec-
torate independent of market interests, should require equipment
to meet certain technical and safety standards.

What legal redress does a user have
in a dispute with a telephone company?
Which are the authorities responsible?

Should a user and the customer relations service of a company fail
to reach any satisfactory settlement, the user can apply to the
national telecommunications watchdog set up as part of the dereg-
ulation process. In certain cases the user can apply to the national
departments responsible for competition-related questions. Only
disputes with transnational implications may be referred to the
European Commission.

FOR FURTHER INFORMATION, PLEASE APPLY TO:

Info-4

European Commission, DG IV — Competition, Unit C.1 — Post and telecommunications and information society coordination

Rue de la Loi 200, B-1049 Brussels; fax: (32-2) 296 98 19
Internet: http://europa.eu.int/en/comm/dg04/dg4home.htm

Info-13

European Commission, DG XIll —— Telecommunications, Information Market and Exploitation of Research

Rue de la Loi 200, B-1049 Brussels; fax: (32-2) 299 94 99

E-mail: Info-13@bxl.dg13.cec.be; Internet: http://europa.eu.int/en/comm/dg13/13home.htm

Information Society Project Officer — ISPO
Rue de la Loi 200, B-1049 Brussels; fax: (32-2) 299 41 80

E-mail: ispo@ispo.cec.be; Internet: http://www.ispo.cec.b.r
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The EU audio-visual market
Cinema activity increasing

The volume of EU film pro- Full-length films produced, 1990-96
duction increased in the
1990s. A total of 669 films 160 =77
(national films and interna- : eurostat
. , 140
tional coproductions) were
produced in 1996, 144 more 120
than in 1990. More national
films were produced 100
Between 1990 and 1996 two' 80
countries in particular con-
tributed to the increase: the 60
United Kingdom (a rise of
172%) and Spain (94%). 40
National film production has
also increased in some smaller 20
countries, such as Denmark ‘
(47%) and Sweden (68%). The 0! -,
biggest EU film producer was Poob N AR NS LK
still France with 134 in 1996. C1990 m1996
- Full-length films produced, 1996 EY
eurostat
B DK D EL E F IRL I L NL A P FIN S UK EU USA
National 2 19 42 26 66 74 - 77 - - 12 2 8 18 53 412
Int. coproductions 6 3 22 1 25 60 - 22 - - 1 6 2 9 75 242
Total 8 22 64 27 91 134 15 99 5 18 13 8 10 27 128 669 421
During this decade, EU Cinema income from gross box-office receipts rise %, 1990-96
gross box office receipts
grew in all Member States. _ EY%
The combined value of the 120 4 ‘ et
cinema market of the 100 1
European Union in 1996
was ECU 3 290.3 million 80 A
The increase in box-office 60 -
receipts was substantial in
Spain where it aimost doubled 40 |
from 1990 to 1996 (96%).
Growth was relatively strong in 20 |
Portugal (72%), the United e — |
Kingdom (67%), Ireland (65%) o 11 NN RN
and Germany (59%). FIN S
Cinema income from gross box-office receipts, million ECU. EY
eurosatat
B DK D EL E F IRL I L NL A P FIN S UK EU(") uUs
' 1990 649 414 4035 41.0 2184 553.4 25.0 399.2 23 72.6 40.9 158 37.5 104.7 3749 23953 39435
1996 101.5 554 688.2 - 3439 731.6 399 4473 3.9 944 67.3 251 33.8 109.8 548.0 32903 4655.6

1990/1996 % rise 45 35 59 - 96 24 65 44 56 20 53 72 8 19 67 - 18

&

(') excluding Greece.




A television licence is Receipts of public broadcasters from TV licence fees, million ECU

required in all EU Member

States except Spain, 7]
Luxembourg and Portugal. 3500 - surostat
Receipts of EU public 3000
broadcasters from TV 2500 —
licence fees in 1995 were
ECU 9 466.5 million 2000 -
Licence fee receipts increased 1500 -
in most countries where the 1000 -
system is in force. Among
those countries with the fastest 500 — j lﬂ
growth were Sweden (69%), 0 - A | NS JNNE . E. — : |
Germany (59%) and the United B DK D F IRL ] NL A p FIN S UK
Kingdom (56%).
£11990 W 1995
Receipts of public broadcasters from TV licence fees, million ECU
eurostat
B DK D EL E F IRL | L NL A PO FIN ) UK EU(")
1990 494.0 238.7 1720.2 : - 7119 61.11199.0 - 3642 250.6 28.8 2543 239.6 1641.1 72034
1995 2359 301.3 3003.1 : - 1098.7 61411083 - 531.7 3383 - 2613 327 2199.6 9 466.5
1990-95 % rise  -57 18 59 : - 46 7 29 - 33 23 21 69 56 -

e () Excluding Greece; (*) No TV licence since 1991
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In 1995 the total EU public Income of public broadcasters from advertising/sponsorship, million ECU
TV income from advertising
. /
and sponsorship was 48% of 1600 I
the size of total public TV 1400 +
receipts from the licence fee 1200 +
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tising and/or sponsorship var- 800 -
ied from country to country. In 600 |
Sweden it was only ECU 1.6 400
million. In several countries it 1
amounted to several hundred 200 +
million ECU, for example in 0 - : , - el
Spain it was over ECU 1 345 FIN
million.
B1990 M1995
Income of public broadcasters from advertising/sponsorship, million ECU '
g B DK D EL E F IRL I L NL A P FIN ) UK EU
1990 21.4 743 703.7 75.11289.0 324.3 559 7313 - 2024 2324 1024 - - 3052 41174

1995 65.1 206.1 3453 193 13455 601.8 94.8 626.7 - 232 326.1 75.2 51 1.6 540.5 45311




As a result, it will be possible to keep track of them throughout the EU,
from their birth to their eventual slaughter. The European Commission
agreed to contribute ECU 10 million to pilot projects for this purpose, out
of a total cost of ECU 17 million. The project has the French acronym IDEA
— electronic identification for animals.

At the present time, an employer in the European Union can refuse to grant
the partner of a homosexual or lesbian employee the advantages grant-
ed to the spouse or common law husband or wife of a heterosexual
employee. A ruling along these lines was handed down by the European
Court of Justice on 17 February, in a case brought by Ms Grant against her
employer, South West Trains Ltd, in the UK. The Treaty of Amsterdam,
which awaits ratification, provides for an end to discrimination based on
sexual orientation. But EU legislation banning such discrimination would
still be needed.

@® The euro: some principles ...

No banking charges for the obligatory conversion of
national currencies into euro; prices to be displayed in
both euro and national currencies as early as possible
prior to 1 January 2000; the dates for the withdrawal of
national currencies after 1 January 2002 to be har-
monised — and all this without binding European legisla-
tion. These are the key principles to emerge from a round
table organised by the European Commission on
26 February. It brought together representatives of com-
panies, banks, consumers and national administrations.
On the basis of these principles the European
Commission must submit its recommendations to the
Fifteen, on which the latter must decide at the highest
level, during the special European Council of 2 and 3
May. This Council must also draw up the list of EU coun-
tries which will take part in the euro as from 1 January
1999.

@ ... and their possible implementation

In practice, the free transition to the euro means that as
from 1 January 1999, the date for the introduction of the
European Union currency, bank customers will not be
charged for changing an account denominated in a
national currency into euro. Similarly, a transfer from a
euro account to one in a national currency — or vice
versa— will not result in bank charges; it will be up to the
beneficiary — a landlord or creditor, for example — to
choose whether to be paid in a national currency or in
euro. As for the system of dual pricing, it should begin at
least several months before the introduction of euro
coins and banknotes on 1 January 2002, so as to give the
public time to get accustomed to the single currency.
Finally, the parallel circulation of national and EU curren-
cies, which will begin on 1 January 2000, should be for as
short a period as possible, according to most round-table
participants. The Fifteen have already decided to with-
draw their national currencies from circulation on 1 july
2002 at the latest, although each country will set its own
date. The question now is of setting these dates in a har-
monised manner, so as to avoid disparities between the
countries which go over to the euro in 1999.

@ Freer use of private vehicles

The freedom to live, work or study in the EU country of
one's choice remains hampered by taxes on vehicles,
which often results in double taxation. The European
Commission has received so many complaints on this

subject that it proposed, on 13 February, a directive
which would make the cross-border use of vehicles much
easier. Thus a person who moves from one EU country to
another would no longer have to register the vehicle
twice over, provided he or she had used it for a period of
six months and had transferred it within the 12 months
following the move to another EU country. Moreover,
Europeans who work in one EU country and live in an-
other could use a vehicle registered in their country of
residence for nine months of the year when at work,
without the payment of additional taxes. Similarly, an
employee could drive ‘for free’ in his or her country of
residence in a car provided by his or her employer and
registered in another country. These are not the only
facilities that would be available under the Commission's
proposal. A person whose vehicle was immobilised on
the other side of the frontier could drive for up to two
months in his or her country of residence in a replace-
ment vehicle registered in the country in which the acci-
dent, or breakdown, had occurred. He or she could also
hire on the territory of one EU country a vehicle which
was in a country other than the one it was registered in.
The proposal would not cover vehicles used for the com-
mercial transport of passengers or merchandise.

@ Taxation of associated companies

At present, if a Belgian company, for example, makes
interest or royalty payments to an associated company in,
say, the UK, it is taxed by the Belgian tax office — but this
does not prevent the UK tax inspector from paying a visit
as well. In such cases, withholding taxes will be elimin-
ated if the EU Council adopts — unanimously — a draft
directive which the European Commission submitted to it
on 4 March. There is only one condition: the associated
companies must have cross-shareholdings of at least
25 % of the capital. In addition, these interest and royalty
payments between associated companies will be subject
to taxation in the European Union country in which the
beneficiary company is located. The Commission's pro-
posal also contains anti-fraud provisions. Greece and
Portugal could retain certain withholding taxes for a max-
imum period of five years, in order to reduce the bud-
getary impact of the proposed change to the system; the
fact is that in these two countries the interest and royalty
payments in question are more often outgoing than
incoming. The proposal is one of the three elements of a
fiscal coordination package agreed by the EU Council of
Ministers last December. The others are a code of con-
duct on unfair tax competition and a text — still to come
— on the taxation of savings.

@ Electronic commerce for SMEs

To allow small and medium-sized enterprises (SMEs)
throughout the European Union to buy and sell goods
electronically, by eliminating technical obstacles and gen-
erating confidence — such is the aim of a memorandum
of understanding (MOU) and guidelines adopted by
some 100 companies and organisations, both European
and national, on 26 February. The signatories belong to
sectors such as SMEs, banking, information technology
and telecommunications, retailing and the regions. As
regards the structure of electronic commerce, they rec-
ommend the interoperability of systems corresponding
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