


S o BRI

DECISIONS

B Easier recogpnition of qualifications

Those active in commerce, industry and the craft industry, workers,
the self-employed and company managers, will soon find it eas-
ier to have their qualifications recognised in an EU country other
than the one in which they earned them. Thanks to a directive
adopted by the EU (') on 11 May, within two years at most they
will be able to ask for such recognition, even if they lack the
experience required under current EU rules. The directive will
apply to numerous sectors, including catering, textiles and
clothing, and the cinema. It will make it possible to compare the
knowledge and abilities acquired in one Member State with
those required by the Member State in which the person in
question would like to settle. Should his or her qualifications
appear inadequate, the authorities in the host country will offer
a choice between a period of adaptation and an aptitude test.
Should the applicant wish to exercise an activity which requires
a knowledge and an application of specific national rules, it is
the authorities in question that will choose.

B A two-year guarantee

By 1 January 2002 at the latest, all EU Member States will have to
introduce a minimum legal two-year guarantee for all consumer
goods bought in the EU, under the terms of a European directive,
adopted by the EU Council of Ministers (') on 17 May. At pres-
ent, the period of validity of such guarantees is strictly limited in
certain EU countries — to six months, for example, in Austria,
Germany, Greece, Portugal and Spain. Under the new directive,
a person who has bought a defective article has the right to have
it replaced or repaired, free of charge. If the cost to the seller is
disproportionate in relation to the price of the article, the buyer
can ask for a price reduction or for the sale to be cancelled. It
would be up to the seller to prove, within six months of the sale,
that the article in question was not defective; beyond this period,
it would be up to the buyer to prove that it was. EU Member States
will be able to stipulate, through their own laws, that the seller
must be notified of any defects within two months of the discov-
ery of the defect, failing which the buyer would lose his rights.

l Strengthening the fight against fraud

The new Fraud Prevention Office, which came into existence on
1 June, has replaced the Task Force for the Coordination of Fraud
Prevention, set up within the European Commission. The decision
to establish the new office was taken by the Commission on
28 April. The EU Council of Ministers adopted on 25 May the legal
instruments for which it is responsible, and, in particular, the reg-
ulations on the investigations to be conducted by the office. On
the same day, the Council, the Commission and the European
Parliament signed an agreement on the investigations the office
can carry out within these institutions. Such investigations, as
well as those within Member States, can be conducted by the
office on its own initiative; it is totally independent of instructions
from any party. It can also launch an investigation at the request
of a Community institution, organ or Member State. The office
works with chartered accountants, who have access to all the
information they need and collaborate directly with the legal
authorities. It has the task of combating all illegal activities which
are damaging to the EU’s financial interests, and of drawing up
legislative proposals in this field.

M Procurement exemptions for telecoms

With the liberalisation of the telecommunications market since 1
January 1998, public procurement contracts entered into by
telecommunications companies are no longer subf'ect to EU legis-
lation on public procurement. As aresult, tﬁey will no longer have

(*) By the EU Council of Ministers, in agreement with the European Parliament.
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to publish their tenders. This exemption covers most Member
States as well as most telecommunications services. A list of these
services was drawn up by the European Commission on
12 May, and is available, updated, on the Internet
(http://simap.eu.int). Public fixed telephony services are exempt-
ed in all EU countries except Greece, Luxembourg and Portugal,
public mobile telephony services in all countries except
Luxembourg, and satellite services in all countries except Greece
and Luxembourg. The transmission of data and value added ser-
vices, such as telephone cards, Internet and call-back connections
are exempt in all Member States except Greece and Portugal.

B Ensuring the quality of euro coins

In order to ensure the quality and interchangeability of euro
coins throughout the 11-nation euro area, the EU Council con-
firmed on 10 May an arrangement with the European Central
Bank on a quality control system. The Council also welcomed
the European Commission’s call to the Fifteen not to confuse
the general public. The Commission has recommended that
Member States do not issue euro-denominated collector coins,
nor coins with dual denomination in euro and a national cur-
rency unit before 1 January 2002, when genuine euro coins will
be put into circulation. Member States are also asked to pre-
vent the production or sale, before that date, of coins, medals
and tokens which resemble the euro.

o S

B Schengen, Amsterdam, Iceland, Norway

In accordance with the Amsterdam Treaty, in force since 1 May,
the EU Council adopted on 20 May two decisions which provide
for the Schengen Convention acquis to be integrated into the
EU’s legal framework. The first of them defines the provisions
to be integrated, while the second sets out the legal bases for
each of them, in order to determine the system to which they
will be subject in the EU framework — whether, for example, a
majority vote or unanimity in the Council of Ministers. The
Schengen Convention was introduced in the 1980s in order to
accelerate the elimination of checks at the borders between cer-
tain EU Member States. At the time of its integration into the
EU, it involved all EU countries, with the exception of the United
Kingdom and Ireland, and two non-EU countries: Norway and
Iceland. An agreement between these two countries and the EU,
signed on 18 May, associated them with the Schengen acquis
and its future development. Norway and Iceland have been
members of the Nordic Passport Union since 1957, along with
three EU Member States: Denmark, Finland and Sweden.
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B Protecting corporate names

National regulations can ban the use of a corporate name by a
company if it can be confused with another, even if the ban
impedes the right of establishment of the company in question
on the European market, by ultimately limiting its sales. This, in
substance, is the ruling handed down by the European Court of
Justice on 11 May, in a case brought by the firm Pfeiffer, which
runs a supermarket in Pasching, Austria, against the firm Lowa,
the Austrian subsidiary of the German firm Tengeimann. Pfeiffer
has called its supermarket ‘Plus Kauf Park’ since 1969. Lowa, for
its part, has 139 similar outlets in Austria, while Tengelmann
owns the name ‘Plus’, which it uses in Germany, Spain and [taly,
as well as in Hungary and the Czech Republic. Léwa began to
call some of its Austrian shops ‘Plus’ in 1994, whereupon
Pfeiffer asked the court dealing with trade disputes in Vienna to
stop the former from using the name, under the Austrian law on
unfair competition. Given the implications of the case at the
level of the European single market, the court in Vienna turned
first to the European Court of Justice. The latter held that the
protection of a corporate name from the risk of confusion, as
guaranteed by the Austrian law on unfair competition, would
become meaningless if the law in question could not be
enforced in the name of EU rules. Hence the protection of
industrial and commercial patent rights took precedence over
the freedom of establishment in the EU.



THE EUROPEAN UNION AND WORLD TRADE (1)

According to a song, money makes the world go round.
So it does. But even more so in this era of a borderless
economy, global wealth and democratic security are
increasingly dependent on international commerce and
investment.

Trade policy might appear a complex, technical area fit
only for experts, but in reality it is a branch of economic
policy, which itself is ultimately about growth, prosper-
ity and jobs. And it is that prosperity which enables gov-
ernments to meet the legitimate concerns of their elec-
torates for better education, health and other demands
on limited public resources.

It is for that reason that the European Union, already the
most open trading bloc in the world, has taken the lead
in abolishing its own internal frontiers and in encour-
aging interdependence among its members. It attaches
similar importance to the removal of barriers to the free
movement of goods, services and capital with the rest of
the world. This global challenge leads the EU to play its
prominent role as a key participant in the World Trade
Organisation (WTO) which works to consolidate the
progress achieved in previous international trade nego-
tiations as well as to prepare for the next set of agree-
ments.

Trade: a boost for the economy

To maximise their influence on the international scene, the
15 EU Member States, which represent just 6 % of the world
population but one fifth of global trade, negotiate as one
with their commercial partners. For many years now, that
role has been carried out by the European Commission on
the basis of specific mandates agreed by Union govern-
ments. By speaking with one voice, the Union can also pro-
vide the rest of the world with the assurance that the rules
of the game will be respected on our side.

Trade and foreign direct investment are essential ingredi-
ents in the economic health of a country, whatever its
stage of development. The volume of world trade today,
thanks to the continuous removal of import and export
barriers, is now considerably greater than it was almost
50 years ago. Between 1985 and 1996, the ratio of trade
to world gross domestic product (GDP) rose three times
faster than in the preceding decade and nearly twice as
fast as in the 1960s.

In addition, the sheer volume of foreign direct investment
has mushroomed in the past 25 years from EUR 23 billion
annually to EUR 275 billion and almost 60 % of the sums
involved are today directed towards service activities.

Within the European Union, trade is the equivalent of 18 %
of the 15 Member States’ GDP. And while it is difficult to
establish a direct correlation between trade and jobs, there
is evidence to suggest that when the EU’s share of world
trade grows, unemployment in the Union tends to fall.

In addition, while more open markets may not create
more jobs, evidence shows that trade does sustain bet-
ter, more productive and higher-paying ones. It is true
that industrialised countries are now importing more
textiles, wood products, plastics and light consumer
products such as toys from emerging economies. But at
the same time their exports of high value added and
high-skill manufactures such as chemicals, aircraft, cars
and machinery, as well as major services, to these very
same countries are growing even faster than those
imports. The EU is taking these changes into account in
its key employment and social policies to help smooth
any transition difficulties. '

The World Trade Organisation

Although the WTO only came into existence in the mid-
1990s, the multilateral trading system on which it is
based is considerably older and eight separate rounds of
international negotiations under the General Agreement
on Tariffs and Trade (GATT) have progressively abolished
tariffs and other trade barriers over the past 50 years.

The European Union played a major role during the eight
years of negotiations, which eventually led to the estab-
lishment on 1 jJanuary 1995 of the WTQ. The new body
closely reflects the Union’s own view that multilateral
rules, agreed by consensus, which encourage and guar-
antee the liberalisation of international trade are one of
the best ways of promoting individual countries’ econ-
omic development and prosperity.

With most countries of the world as members, the WTO
is the only international body policing the trade in goods,
services and intellectual property rights between coun-
tries. While these are negotiated by governments, their
aim is to ensure an understandable and reliable frame-
work so that importers and exporters worldwide and
companies providing goods and services can operate in
the certainty that there will be no sudden and unpre-
dictable changes in policy.

For the WTQO's international rules to be really effective
and to prevent them being undermined, they need to
apply to as many participants as possible. As a result, the
Union is keen to encourage countries to join — and is
actively helping major international players such as China
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and Russia to prepare for WTO entry — provided they
meet the basic membership requirements. These include
the existence of a liberal trade and investment regime
with market access commitments, liberalisation of the
services sector, protection of intellectual property rights,
harmonisation of standards and certification systems, and
efficient customs procedures at national borders.

Settlement of trade disputes

There is little point in having international rules if there is
no procedure for settling disputes which might arise.
One of the key features of the WTO is that it operates an
effective dispute settlement system. This can be trig-
gered by any government which believes that the rules
are being broken.

The Union is a strong supporter of this muitilateral mech-
anism to deal with perceived violations instead of allowing
governments to resort to unilateral action. During nego-
tiations on the WTO, the European Union worked hard to
ensure that the system would cover all disputes under any
agreement in the WTO framework, that its use would be
compulsory and that no single country on its own could
prevent an allegation being investigated.

Where possible, disputes are settled ‘out of court’. About
a quarter of all cases are successfully handled in this way,
underlining the deterrent value of the new WTO mech-
anism. [If, however, this fails, a panel of experts is estab-
lished to examine the facts of the case and a ruling may
emerge within a year.

Since the WTO was created, the European Union has
gradually tended to bring more cases than it is called on
to defend. In 1995, it was a complainant on three occa-
sions and a defendant in 10. In 1997, it introduced 21
cases and defended 13.

Cases brought by the EU are often of major economic
significance. It is estimated that a settlement reached
with India over import restrictions could mean a poten-
tial increase in Union exports to the country of up to
EUR 1 billion annually. Similarly, the EU has challenged
the United States’ tax treatment for foreign corporations
which it believes gives its American competitors an
unfair annual export subsidy of up to EUR 2 billion.
Equally, as the world’s largest producer and exporter of
spirits, the Union has used the WTO disputes system to
challenge discriminatory taxes on alcoholic drinks intro-
duced by Chile and Korea.

Towards a new global round
of trade negotiations

While implementation of the Uruguay Round trade
agreement is now a matter of course for WTO members,
thoughts are already turning to the next round of liberal-
isation talks. Under the WTO'’s agreed work programme,

negotiations on agriculture and services must begin by
1 January 2000.

The European Commission, with the full support of EU
governments, would like to go considerably further and
see WTO members undertake a more ambitious set of
negotiations. The Commission’s Vice-President, Sir Leon
Brittan, has already dubbed it the ‘New Millennium
Round’.

The logic of examining a package of issues, rather than
concentrating solely on one or two clearly defined sub-
jects, is that a comprehensive approach can often open
up more easily different avenues towards an agreement
when one route is blocked than purely regional or sec-
toral negotiations. There is also strong evidence that
global negotiations can bring gains for all participants,
giving the lie to the suggestion that trade is a zero-sum
game in which there are only winners and losers.

In addition, a number of new issues have now come onto
the international agenda and the Union believes these
should be addressed by WTO members sooner rather
than later.

As a result, the EU is maintaining that the next round of
negotiations should include, not just the built-in agenda
of agriculture and services and traditional aspects of lib-
eralisation such as industrial tariffs, but also public pro-
curement and investment and the complex relationships
between trade, competition and the environment.

In an atmosphere in which the role of the WTO is
increasingly under scrutiny, we must ensure that the
interests of civil society are adequately reflected in our
present and future work. The EU believes that one of the
strategic challenges is winning the support of ordinary
citizens, in an increasingly democratic world, for the
open trading system.

It is clear that the successful launch and conduct of a
future round will depend not simply on identifying the
issues around which a consensus to negotiate can be
built. It will also, in part, depend on how the WTO
remains, and is seen to remain, relevant for society at
large, against a background of growing concerns about
the effect of economic globalisation. These are not mat-
ters for negotiation but loom large in the background,
and include issues such as the EU’s relations with non-
governmental organisations, the question of coherence
in international economic policy-making, the relationship
between trade and sustainable development, and the
need for continued cooperation between the WTO and
the International Labour Organisation on relevant trade
and labour issues (').

(") The second part of this article will appear in a subsequent issue.
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L] IN BRIEF

When setting the standard rate of VAT, all EU Member States will have
to respect the present minimum rate of 15 % until 31 December 2000,
under the terms of a directive adopted by the EU Council on 25 May. At
the same time the ministers who form the Council declared, as repre-
sentatives of the 15 Member States, that they would endeavour to avoid,
until 31 December 2000, a widening of the present 10 % difference
between the lowest and highest national standard rates.

EU rules on the equality of treatment between men and women do
not prevent employers from adopting different pay scales for employees
who apparently do the same work but have been trained differently. A
ruling to this effect was handed down by the European Court of Justice
on 11 May, in a case brought by psychotherapists who had studied psy-
chology — women for the most part — against their employer, the
regional health authorities in Vienna, Austria, on the grounds that they
were paid much less than their colleagues, nearly all of them men, who
had studied medicine.

A ban on the sale of baby food containing pesticide residues in excess
of 0.01 mg/kg — residue levels below this cannot be detected by pres-
ent methods of measurement — will come into force on 1 july 2002.
Two existin§ directives, which set the maximum level at 0.04 mg/kg,
were amended along these lines by the European Commission on 26
May. The new standard is already in force in Austria, Belgium, Germany
and Luxembourg, and some 40 % of the baby food on sale in the EU
already conforms to it.

The European Commission banned on 10 May the Europe-Asia Trades
Agreement (EATA), an agreement between shipowners aimed at increas-
ing freight rates for sea transport by container between northern
Europe and Asia. Although its promoters ended the agreement in
September 1997, the Commission wanted to clarify its position and
make things easier for the agreement’s victims, even while safeguarding
the future — in the event that such practices reappear.

INITIATIVES

@ Pensions and financial services

Supplementary pensions will play an increasingly important role
in the EU, given its ageing population. These pensions, whether
paid under occupational schemes, managed by the social part-
ners, or under contracts subscribed to by individuals with life
assurance companies, are dependent on investments in bonds
and shares, for example. But for Europeans who move from one
country to another, supplementary pensions pose problems,
such as the impossibility of enjoying a tax deduction for contri-
butions paid in another EU country. At the same time, the finan-
cial services market, which, with others, underlies these pen-
sions, has not reached the European dimension necessary for
greater efficiency. With a view to improving the situation, the
European Commission presented on 11 May an action plan for
the single financial market, together with suggestions regarding
pensions. The two documents are available on the Internet
(http://europa.eu.int/comm/dg15). The financial services action
plan has three objectives: to introduce a single market for
wholesale services, to see to it that the retail markets are acces-
sible and reliable, and ,to modernise the rules for the supervision
of this sector. As for supplementary pensions, the Commission
takes the view that a European framework is necessary. The aim
would be to allow pension funds greater freedom in their invest-
ments, facilitate the transfer from one Member State to another
of the rights acquired through these funds and, finally, coordi-
nate the tax treatment of life assurance contributions.

CHEAPER MOBILE AND FIXED TELEPHO

The rates charged by telephone companies for calls from
fixed to mobile telephones, and vice versa, have come down
sharply in most EU countries, where they were particularly
high last year. These falls come on the heels of an EU-wide
investigation by the European Commission, which decided,
therefore, on 4 May to bring it to an end. The rates which
incumbent operators of fixed networks charged mobile net-
works for calls from mobile to fixed telephones appeared
excessive last year in four countries: Germany, ltaly, the
Netherlands and Spain. All traces of discrimination against
mobile telephones have now disappeared; the termination
rates demanded by fixed networks have fallen by some 80 %
in Germany and Spain and by roughly 75 % in ltaly and the
Netherlands. Meanwhile, the retention rates of fixed opera-
tors on calls to mobile telephones last year exceeded levels
acceptable under European criteria in eight EU countries.
This year these rates had fallen by 31 or 32 % in Belgium,
depending on the mobile operator, and by as much as 80 %
in Italy, at the other end of the spectrum. In another four
countries — the United Kingdom, Ireland, the Netherlands
and Spain — retention rates fell by 55 to 65 %. In the case of
the two remaining countries in question — Austria and
Germany — the Commission will close its files once their
operators have implemented the necessary reductions.

... AND CHEAPER ELECTRICITY

In at least 11 EU countries electricity prices have fallen ;
1994, often sharply, as a result of the progressive creation
of a single market, according to a European Commission
report published on 6 May. There are no comparable fig-
ures for the three newest Member States — Austria, Finland
and Sweden. In all the other EU countries, with the excep-
tion of the Netherlands, the prices paid by households with
a minimum annual consumption of 7 500 kwh fell — for
example by 6 % in Denmark, at one end of the scale, and by
60 % in Greece, at the other end, between 1994 and 1998.
In the case of industrial consumers with a minimum annual
consumption of 10 GWh, the fall in prices ranged from
0.4 % in Belgium to 21 % in Portugal. It was only in Denmark
that prices did not come down. An EU directive introduced
a certain measure of competition into the electricity market
on 19 February, but most Member States anticipated this
liberalisation. a

@ Ensuring that justice remains effective

In view of the increase, both current and foreseeable, in the
number of cases coming before the European Court of Justice
and the Court of First Instance (?), the Court’s President, Gil
Carlos Rodriguez Iglesias, submitted a number of proposals to
the EU Council of Ministers on 28 May. The aim is to modify
existing procedures so that urgent cases can be handled in a
simpler and speedier fashion. The Court is also asking that it be
allowed to modify its procedural regulation itself, in order to be
able to adapt it to changes in the cases coming before it. The
Court is proposing, in parallel, a mechanism designed to ensure
that the incidence of professional litigation brought by EU offi-
cials does not delay its work as a whole. The Court also envis-
ages a method for screening the questions posed by national
courts, and a decentralisation which would make it possible to

() See also page 1.
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