


DECISIONS .

B Fine makes an example of Volkswagen

In imposing a fine of ECU 102 million (ECU T = GBP 0.66
or IEP 0.79) on the firm Volkswagen on 28 January, the
European Commission forcefully reaffirmed the right of
Europeans to buy a car in the country of their choice.
Having received complaints from consumers, particular-
ly Germans and Austrians, who faced obstacles when
buying Volkswagen (VW) and Audi cars in Italy, the
Commission carried out an investigation. It was able to
establish that the Volkswagen-Audi group was imple-
menting a strategy deliberately designed to prevent, or at
least substantially limit, residents of other European
Union countries from buying its cars in Italy. The car
manufacturer had reached an understanding with its
Italian subsidiary, Autogerma, and its Italian dealers to
enforce this strategy, which it knew contravened EU
rules. The fact is that the European regulation on the dis-
tribution of motor vehicles authorises dealer networks,
which in principle are contrary to European competition
rules, provided, in particular, that they do not hamper
cross-border sales. The Commission’s decision obliges
Volkswagen to put an end to its anti-competitive prac-
tices by the end of March at the latest. Morever, thanks
to this decision, consumers who feel they have been vic-
tims of similar practices on the part of Volkswagen will be
able to take the matter to their own courts or to their
national competition authorities, where they exist.

B No voice telephony on the Internet

Telephone messages which currently go over the Internet
do not as yet constitute voice telephony, as it is under-
stood by the European Union regulation on telecommu-
nications. The European Commission’s views are set out
in an opinion which it adopted on 10 January. This means
that for the moment the Fifteen do not have the right to
subject telephone messages over the Internet to individ-
ual licensing; a notification procedure is the most that can
be allowed. The Commission takes the view that tele-
phoning over the Internet comes under the category of
voice telephony only if it meets four conditions: (i) it is
within the framework of a commercial offer; (ii) it is avail-
able to the public; (iii) it is provided at the point of depar-
ture and destination with public network terminals,
which is the case with traditional handsets; and (iv) it
implies that speech is carried in real time. Voice mes-
sages over the Internet are cheaper than ordinary tele-
phone messages, but they are often of poorer quality. The
Commission will review its position by 1 January 2000 at
the latest, in the light of technical progress. The text of the
Commission’s opinion can be found in the Official Journal
of the European Communities (O) C 6, 10.1.1998) and on
the Internet:

http://www.europa.eu.int/en/comm/dg04/lawliber/libera.htm

B Customs agents

European Union institutions do not owe damages to cus-
toms agents who have been deprived of all, or part, of
their activities as a result of the elimination of border
checks on goods as from 1 January 1993. A ruling to this
effect was handed down by the European Court of First
Instance on 29 January, in a case opposing a French firm
of customs agents, Edouard Dubois, and the European
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Union Council and the European Commission. In refus-
ing the damages sought by this firm, the Court held that
the harm it had suffered arose from the Single European
Act (SEA), under which the Member States had decided
to establish a single market. Consequently, responsibility
did not lie with EU institutions but with the signatories to
the SEA; hence, a firm which felt it had suffered from pre;j-
udice should turn to its national authorities. The Court
noted that, although not obliged to intervene, the EU nev-
ertheless had taken steps to complement action at the
national level, designed to facilitate the conversion of the
sector in question. It judged the EU’s intervention to be
adequate. In addition, the Court held that the achieve-
ment of the single market represented a basic objective
for the EU, and thus justified the reappraisal of acquired
rights. The French firm can still take its case to the
European Court of Justice, but only on points of law.
Several hundred firms in the same line of business, lo-
cated in five EU countries, have gone to the European
Court with similar demands for damages.

B Immigration: a European action plan

Faced with an influx of illegal immigrants from Iraq and
Turkey, the EU Council of Ministers adopted on
26 January a 46-point action plan which provides for
identical and coherent checks at the Union’s external bor-
ders. As the draft convention on checks at these borders
has not yet been adopted, the action plan contains a
series of initiatives for the effective implementation of the
procedures to be followed by asylum seekers, even while
preventing abuses. Under the terms of the action plan,
the Fifteen must improve the exchange of information on
immigration and demands for asylum, the procedures for
the issue of visas and consular cooperation as regards
visas. Other measures decided on include the designa-
tion of liaison officers, exchanges of officials among the
Fifteen and the expulsion of persons who are illegally pre-
sent on the territory of an EU Member State and have no
right to remain there.

[_J IN BRIEF

Seventeen denominations of agricultural and food products have been
added to the list of 440 typical products which enjoy protection through-
out the European Union. The European Commission decided on
21 January to register these denominations, which originate in Germany,
Greece, Italy and the United Kingdom. The products in question are meat,
meat-based products, fruit, vegetables, olive oil and cheese. The use of
these denominations is reserved for producers in a given area, who pro-
duce under precise conditions.

The Euro!)ean Commission adopted on 16 January revised criteria for the
award of an ecological label to tissue paper products — toilet paper,
handkerchiefs, kitchen rolls and paper. The aim is to reduce the quantity
of solid waste and conserve forests. However, the criteria adopted in 1994
for toilet paper and kitchen rolls have been simplified at the same time. The
European eco-label guarantees that the product in question does not dam-
age the environment, and gives the right to display a logo in the form of a
flower on the packaging.

The payment to the ltalian State, following the sale of §0Id by the Italian
exchange office (UIC) to the Bank of Italy, constitutes a financial operation
which cannot reduce the country’s public deficit. A decision to this effect
was made on 27 January by Eurostat, the European statistical office,
which thus clarified the notion of public deficit in the run-up to economic
and monetary union. The scale of this deficit effectively constitutes one of
the Maastricht criteria for the transition to the euro.

A firm which has acquired goods or services for investment purposes, but
which, for reasons outside its control, does not employ them for econom-
ic ends, does not have to reimburse the amount of VAT which has been
deducted. A ruling to this effect was given by the European Court of
Justice on 15 January, in a case involving the firm Ghent Coal and the






THE ROLE OF THE EIB

Supporting the development of infrastructures and trans-
European networks has long been one of the European
Investment Bank’s priorities. The Bank was set up by the
Treaty of Rome in 1958 primarily to promote the balanced
development of Europe’s regions and their economic and
social cohesion. Between 1992 and 1996 the Bank lent
ECU 33 billion in funding for improvements to the trans-
European transport, energy and telecommunications net-
works and to extend them to the countries bordering on
the European Union, this representing about a third of total
investment in the trans-European networks. in most EU
countries the Bank has become the main source of bank
financing for major infrastructure projects.

In the telecommunications sector, the EIB has lent nearly
ECU 9 billion for fixed, mobile or satellite digital telephone
system projects over the last five years. In line with the
Bank’s priorities, most of the loans for telecommunications
schemes have gone towards meeting regional develop-
ment objectives, particularly in Spain, Greece, Ireland,
ftaly, Portugal and the new German Lénder.

environment. Between 1990 and 1995 prices fell by up to 40 %
in some Member States. This is a trend which is bound to con-
tinue, at least in real terms, with prices developing as they are.
Although most of Europe’s citizens come into contact with
telecommunications services, the uses they put them to differ
widely. An elderly person who hardly ever uses the telephone
does not have the same requirements as a student using the
Internet or a family whose members are scattered far and wide,
just as a regional businessman does not have the same require-
ments as a multinational company. The wide range of service
providers and services on offer ensures that all kinds of user
have access to a service appropriate to their needs.

Users can now play commercial rivals off against one another
and choose the provider who best suits their requirements in
terms of charges and range of services.

At least in the medium term, telephone networks are likely to
stay in the hands of the companies operating them at the
moment, plus, perhaps, cable television firms and/or compa-
nies offering cable-free connections. But the existing networks
will provide users with a much wider choice of suppliers for
long-distance calls, Internet connections and other specialist
services.

Lower charges following from deregulation will have an enor-
mous effect. If telecommunications are to be more accessible,
the new services must be available to a greater number of
users. Falling charges should make it easier for schools, uni-
versities and small and medium-sized businesses to get access
to the new communication facilities, and in particular to on-line
and Internet services.

Mobile telephones are a telling example. Since the industry
started opening up to competition in 1992, charges have been
reduced considerably and there has been a remarkable rise in
the number of subscribers: there are now some 18 million
mobile telephone users in the European Union, and in
Scandinavia nearly one person in three has one.

The price of subscribing to conventional telephone services is
likely to go up, although the cost of long-distance and interna-
tional calls will fall by 10 or 20 %, if not more. Local calls will
remain affordable. Special subscriber schemes and charges
may be introduced to extend the benefits of deregulation to
people who mainly make local calls and to particular social cat-
egories. Each company is free to set up its own subscription

schemes and fix its own time bands for preferential-rate calls.
That may prove to be another factor in a user’s decision on
which service to opt for.

What legislation does the European Union
have as a framework for deregulation
and a guarantee that users are protected?

Opening the industry up to competition takes more than just
setting a timetable. If consumers are to get the fullest advantage
from deregulation, rules need to be drawn up to make sure that
businesses enjoy access to the market and can operate on equi-
table terms; there must also be guarantees that any user can
communicate with all other users and that a decent level of ser-
vices will be provided at affordable prices in each Member State
of the European Union. A basic tenet of the policy now set up is
that the networks are to be open to all users and all service
providers, as well as to any bodies wishing to add to the infra-
structure. Achieving this means laying down rules on making
networks interconnectable and interoperable and on granting
licences, thus supplementing the directives which, over the last
few years, have laid down deadlines for the deregulation of
satellite communications, the opening up of cable networks to
telecommunications, mobile communications and the com-
plete deregulation of telecommunications.

European competition law has a decisive part to play here,
whether it involves reaching agreements on opening up the
markets, evaluating partnership alliances and agreements or
keeping watch on the interests at play in the market. The rules
on these matters act as a guarantee that there is effective com-
petition in the deregulated telecommunications market and a
competitive European supply.

The extent to which home markets are open to competition is a
basic factor in deciding whether the European Commission
gives its approval for an alliance between telecommunications
companies. Global One is a good illustration: as a partnership
between France Télécom, Deutsche Telekom and the American
company Sprint, it brings together two European companies
which dominate their national markets. Before giving the
alliance the go-ahead, the Commission satisfied itself that there
was genuine competition on the French and German markets.
It made the same stipulation in relation to Unisource, a group-
ing of companies with dominant positions in Sweden, the
Netherlands and Switzerland, and Uniworld, an alliance
between European companies and the American company
AT&T.

A feature of the satellite communications industry is that there
are only a few consortiums which use state-of-the-art technol-
ogy and are capable of investing heavily. Compliance with the
rules of competition is particularly crucial in this area, just as it
is for on-line services and the Internet, which, as carriers of
interactive material and pillars of the information society, offer
very high potential for new communication and business ser-
vices and facilities, giving them a pivotal part to play in the
development of European society. It is therefore vital that every-
one should have fair access to them.

Making sure that real competition is established guarantees that
all Europeans enjoy freedom of choice and provides businesses
with the means of developing their markets.

In each Member State the process of deregulating the telecom-
munications market goes hand in hand with the establishment
of monitoring agencies which are independent of the public-
sector operator and its overseeing ministry. The duty of these
agencies is to guarantee that companies fulfil their obligations
in terms of providing a universal service and that they respect
users’ interests (").

(") The second part of this article will appear in a subsequent issue.
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Belgian State. The latter wanted the firm to reimburse the VAT which had
been deducted from work concerning land which Ghent Coal had never
exploited, as a result of a decision of the City of Ghent.

A ruling of 15 January of the European Court of Justice repealed a 1994
European regulation which classified separately, within the EU Customs
Tariff, the two parts of a set of clothes consisting of a bra and knickers.
These goods must be classified as a whole under the Tariff subheading
6212 10 00, the Court held.

_INITIATIVES

@ The euro: practical aspects...

The euro is coming. On the basis of statistics published
by EU Member States at the end of February, the
European Commission will recommend on 25 March to
the Heads of State or Government a list of countries
which can take part in the single currency. National par-
liaments and the European Parliament will give their opin-
ion. Finally, EU leaders will declare themselves on 3 May.
On 1 January 1999 the euro will become the currency of
a substantial part of the EU. Meanwhile, a number of
practical matters remain to be settled. The European
Commission examined three of them in a report pub-
lished on 11 February. They relate to the period during
which euro notes and coins will circulate alongside
national notes and coins, the display of prices in both
euros and national currencies, and conversion charges.
The period of parallel circulation will begin on 1 January
2002, with the introduction of euro notes and coins.
Although the exact date has yet to be fixed, it should end
on 1 July 2002 at the latest, with the withdrawal from cir-
culation of national notes and coins. The European
Commission favours the shortest possible period of par-
allel circulation. As for dual price display, the
Commission envisages a code of good practice, and will
not propose a binding regulation unless shops and cus-
tomers fail to reach agreement. As for conversion charges
between national currencies and the euro, the
Commission’s starting point is the principle that binding
operations should be free of charge, and the others
should be invoiced on the basis of the operations to be
carried out. After a round table to be organised on
26 February, the Commission should make recommen-
dations to the Council of Ministers, in order to enable the
latter to make a statement on these points on 2 or 3 May
at the latest.

@ ... preparing information systems...

To help firms prepare their financial information systems
for the euro, the European Commission has completed its
guidelines, after having consulted the specialists. Entitled
‘Preparing financial information systems for the euro’, the
guidelines, which cover all aspects of preparations for the
euro, are available in German, English and French. They
can be downloaded from the Internet site:
http://europa.eu.int/comm/dg15

One can also write to the European Commission: DG
XV/D.3, Office C 107 02/57, rue de la Loi/Wetstraat 200,
B-1049 Brussels; fax (32-2) 299 47 45; e-mail:
d3@dg15.cec.be

Meanwhile, information regarding all computer-related
problems linked to the euro and the year 2000 — includ-
ing preparations by the Member States — is now avail-
able at the following site:
http://www.ispo.cec.befy2keuro

INVESTING IN SMEs AND JOBS

ECU 26.2 billion was the total amount which the
European Investment Bank (EIB), the European Union
bank, lent last year, according to its annual report
published on 5 February. Loans extended within the
EU came to ECU 23 billion. This was 10 % more than
in 1996. The EIB provided ECU 2.2 billion of financ-
ing to some 11 000 small and medium-sized enter-
prises (SMEs), through its global loans to commercial
banks. SMEs were also well placed in the three-year
Amsterdam special action programme, launched last
year to stimulate job creation. The EIB already pro-
vided more than ECU 150 million in 1997 to facilitate
the access of innovative SMEs to venture capital, par-
ticularly through risk-sharing and equity capital. At
the same time the EIB has begun to lend to projects
in health and education, sectors of activity which are
new for the Bank and at the same time labour inten-
sive. Last year it extended ECU 730 million in loans to
these two sectors. Under the Amsterdam pro-
gramme, a total of ECU 2.2 billion will be made avail-
able in loans to SMEs, health and education. The pro-
gramme will also finance urban renewal and
environmental protection. The EIB has continued to
emphasise regional development. More than two
thirds of EIB lending to EU countries in 1997 went to
regions in difficulties. Trans-European transport and
energy networks and other large infrastructure proj-
ects received a total of ECU 9.5 billion.

@ ... and information for the public

To enable an orderly transition to the euro, the European
Commission has an information strategy which comple-
ments those of governments, organisations of all kinds
and the media. The aim is largely to guarantee the con-
sistency of the information to be provided in the various
EU countries. According to a document adopted on
28 January, the strategy would be marked by two major
information campaigns. The first would begin on 3 May
1998 — the date chosen by the participating countries —
and end on 1 January 1999, while the second would run
in 2001 and pave the way for the arrival of euro notes and
coins. For its information strategy, the Commission has a
budget of ECU 30 million for this year, and envisages one
of ECU 38 million for 1999.

@ Mobile phones are fairly cheap today...

To ensure the widest possible access to mobile tele-
phones is the main aim of a European Commission inves-
tigation into the price of calls between mobile and fixed
networks, announced on 10 February. According to find-
ings made in the UK and Belgium in particular, users can
pay up to six times more for a call made from a fixed net-
work to a mobile telephone than for a connection
between two fixed or two mobile networks. The
Commission has also asked for information from all
telecommunications operators, whether fixed or mobile,
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