


DECISIONS

B Greater freedom for air transport

From 1 January 1993 air transport within the European Com-
munity will have greater freedom, thanks to the third air trans-
port liberalization package, adopted definitively by EC minis-
ters on 23 July. The five measures they adopted complete the
single market in air transport, for passengers as well as freight.
Thus three ‘European laws’ guarantee airlines virtual freedom to
set fares and rates for air services; the right to fly anywhere
within the Community, once they are in possession of a Euro-
pean licence; and to operate any route within the 12-nation
Community. Flights within a Member State will remain subject
to one restriction until 31 March 1997. British Airways, for
example, will be able to fly passengers between Paris and Nice
only if the flight starts or ends in Britain, and if the passengers fly-
ing within France do not occupy more than half the seats. The
other two ‘laws’ adopted on 23 July extend certain European
competition rules to air transport entirely within the same Mem-
ber State: the ban on the misuse of a monopoly situation and
inter-company agreements, which at present apply only to
international flights, will apply also to internal flights. In addi-
tion, the European Community will have the right to authorize
agreements within a Member State if they are advantageous for
consumers. The latter should enjoy lower fares as a result of this
‘open skies’ policy.

B Towards cross-border electricity

A small, independent electric power station located in France,
but near the border with ltaly, can sell its electricity to Italian
customers, without being bothered in any way by the two State
monopolies, France's EDF and ltaly's ENEL. Thanks to the Euro-
pean Commission's intervention, EDF renounced its agreement
with ENEL, requiring the small independent producer, SHG, to
charge French rates, which are much lower than those in force
in Italy. Linked to the {talian electricity grid, SHG cannot be lin-
ked to the French distribution network as it is separated from the
rest of France by mountains. Through its agreement with ENEL,
EDF required SHG to sell it all the electricity it generated at
French rates — and then re-sold it to Italy. When ltalian prices
rose to twice the level of French prices, SHG filed a complaint
with the European Commission, in April 1991. The latter took
the view that the agreement between the two State monopolies
was in violation of EC competition rules, and opened procee-
dings against them. As SHG and EDF have settled their differen-
ces amicably, and the former now receives the price paid by
ENEL to independent {talian producers, the Commission decided
on 4 August to close the proceedings. According to Sir Leon Brit-
tan, the EC's competition Commissioner, the affair represents ‘a
step towards the opening up of national energy markets’.

B A European workplace for researchers

More than 700 young and talented European researchers will be
able to spend up to two years developing their skills in the best
research centres in an EC country other than their own. The
European Commission decided on 7 August to grant fellow-
ships to 252 researchers as well as to 239 laboratories and re-
search teams in a position to accept young colleagues from ano-
ther country. These fellowships, which will take some ECU 67
million from the EC budget (ECU 1 = UK£ 0.69 or IR£ 0.76), are
part of the 1992-94 Human capital and mobility programme.
The programme covers numerous fields of study, including the
exact and natural sciences, economic and social sciences and
business management. The aim is to create a border-free zone
for European researchers, thus improving European competiti-
veness, without neglecting the Community's less favoured regi-
ons: additional one-year fellowships will be awarded to resear-
chers who belong to such regions and want to return to them in
order to apply the knowledge they have gained.

Q BRIEFLY

EC ministers decided on 27 July to strengthen the system by means of which
national employment exchanges send each other information on vacancies
and applications for employment (known by its acronym Sedoc). The aim
is to help Europeans find work outside their own countries, anywhere in the
Community.

From 1 January 1993 carriers registered in one Community country will be
able to operate national road passenger services within another EC coun-
try. The EC Council of Ministers definitively adopted on 23 July the regula-
tion (European ‘law’) authorizing passenger cabotage. But only the regular
transport of schoolchildren and workers will be liberalized as from next
year, along with round trips, with the same passengers, by coach. Other
coach services will have to wait until 1996 at least (see Target 92, No 7/92).

Milk, too, will be moved freely within the single market. EC ministers
removed the last remaining obstacles on 23 July, by ending the import
derogations for milk granted to Britain and Ireland.

INITIATIVES

® A more ‘European’ VAT in Spain

Since August the standard VAT rate in Spain is no longer 13%
but 15%. The government decided on 23 July to bring its rate
into line with the minimum rate of 15 % accepted in principle
by EC ministers on 24 June. As of mid-September a European
'law' making this minimum rate applicable from 1 January
next year was still awaited. But several other EC countries have
already adjusted their VAT rates to this end. Thus Belgium,
Greece and France have eliminated the higher rates levied on
luxury goods. Germany and Luxembourg have raised their
standard rates to 15 %, while Portugal has reduced it from
17 % to 16 % and the Netherlands from 18.5 % to 17.5 %.

® Uncovering false papers at EC level

Twenty-two national civil servants who have the task of
checking identity documents at EC ports and airports have fol-
lowed a course on how to detect false papers, held from
31 August to 11 September. Funded by the European Com-
mission and organized by the Belgian gendarmerie and the
Dutch CID, with the help of Britain's immigration service, the
course was held in Brussels and the Dutch city of Eindhoven.
The aim: a better knowledge of the methods used to forge

90 % OF THE ‘1993 MEASURES” ADOPTED
... BUT WHAT OF BORDER CONTROLS?

At the beginning of September, or 120 days from the date set for the
completion of the single market, more than 90 % of the 276 meas-
ures required to this end had been adopted. This is the main piece of
good news contained in the European Commission's latest annual
report on how work on the single market is coming along, published
on 2 September. To complete their task EC ministers therefore must
adopt no more than 23 measures by the end of the year. Another plus
point: the speed with which these European ‘laws’ are being trans-
posed into national legislation has increased. As of 15 August the
Twelve had transposed, on average, 75 % of the 174 measures
which can be implemented only once this has been done. This is the
best result since 1989. The proportion of laws that have been trans-
posed varies from nearly 90 % in Denmark to 64 % in Belgium. But
the elimination of checks at the Community's internal borders, set for
1 January 1993, is not certain. The Member States have yet to shift
the controls on the ground. They must also sign the convention on
the crossing of the Community's external frontiers, which has been
held up by differences between Britain and Spain over the status of
Gibraltar. Finally, Britain takes the view that the maintenance of
border checks on individuals is compatible with “1993’, and needed
in the fight against illegal immigration and international crime.
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THE EUROPEAN ECONOMIC AREA:
19 COUNTRIES IN AN ENLARGED SINGLE MARKET

The establishment of the European Economic Area
marks the beginning of a new phase in relations be-
tween the European Community, its Member States
and the countries of the European Free Trade Asso-
ciation (EFTA) — Austria, Finland, Iceland, Liechten-
stein, Norway, Sweden and Switzerland.

Encompassing, as it does, the Community and a
group of countries of which the majority have applied
for Community membership, the EEA is also to be
seen as a major feature of the new architecture of
Europe.

When the Agreement comes into force, probably at
the beginning of 1993, the EEA will in fact form the
largest integrated economic area in the world with 19
countries and some 380 million inhabitants. A new
impetus will thus have been given to special rela-
tionships founded on proximity, intense economic
relations, shared values of democracy and the market
economy and a shared European identity.

The EEA Agreement was signed in Oporto in May
1992. Its purpose is to establish a homogeneous and
dynamic integrated entity that is founded on com-
mon rules and equal terms of competition, enjoys the
means (including the judicial procedures) it needs to
ensure its implementation and is based on equality,
reciprocity and the general balance of advantages,
rights and obligations. The Agreement makes provi-
sion for the establishment within the EEA of the free
movement of goods, persons, services and capital
(the 'four freedoms') on the basis of existing Commu-
nity legislation (the aquis communautaire); there are
a limited number of exceptions and transition
periods.

@ Free movement of goods — As a follow-up to the
total abolition of customs duties on industrial prod-
ucts already achieved by the 1972 free-trade agree-
ments, the Agreement abolishes almost all remaining
obstacles to trade in goods. The following are parti-
cularly worthy of note: banning of all quantitative
restrictions and measures having an equivalent effect;
improvement of the rules on origin leading to the
introduction of an 'EEA origin'; prohibition of any
discriminatory commercial practices on the part of
State monopolies as regards terms of supply and out-
lets; conditional exclusion of anti-dumping measures
in internal EEA relations; removal of technical
obstacles to trade; simplification of border checks
and procedures relating to trade in goods; creation of

a common market in public procurement; and intro-
duction of simplified procedures for trade in pro-
cessed agricultural products.

@ Free movement of persons — The EEA will open up
new opportunities for wage-earners and self-employ-
ed persons. There will be no discrimination based on
nationality in matters of employment, pay or other
working conditions. The citizens of the EEA countries
will be free to move and to seek and take up employ-
ment anywhere in the Economic Area. Standard rules
on the coordination of social security systems will
enable all workers, regardless of country of origin in
the EEA, to enjoy social security benefits without
discrimination or interruption. Freedom of establish-
ment is expressly recognized in the Agreement:
nationals of all EEA countries will be entitled to set up
businesses, agencies, branches, etc. and engage in
the professions in the country of their choice. The
equivalence of diplomas and other qualifications will
be recognized and students will be encouraged to
study, train or engage in research elsewhere than in
their country of origin.

® Freedom to offer services — The Agreement en-
shrines the freedom to offer services on a non-discri-
minatory basis, the signatory States having underta-
ken to treat nationals of all EEA countries in the same
manner as their own nationals. The principle of the
‘single licence' will be applied to credit institutions
throughout the EEA and the principle of 'home-coun-
try control' will render the home country responsible
for monitoring the activities of national credit institu-
tions regardless of where they do business in the EEA.
Dealings in stocks and shares are also covered. To
protect investors' interests, the Agreement lays down
stringent rules on minimum capital requirements and
the disclosure of information by listed companies.
The Agreement also covers insurance, including life
assurance, non-life insurance and motor vehicle
insurance,

There are provisions on telecommunications and
audiovisual and information services. Other clauses
relate to transport — by land, sea and air. They are
based on the principle of reciprocal access to mar-
kets, greater liberalization of services and harmon-
ized technical and social provisions. Separate bilate-
ral agreements on road transport have been conclu-
ded with Austria and Switzerland.
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@ Free movement of capital - The agreement esta-
blishes a comprehensive, non-discriminatory frame-
work for transfers of capital, cross-border investments
(direct or indirect), loans, etc. It provides for the
removal not only of exchange controls directly affec-
ting capital transfers but also of other indirect
obstacles. The national rules on capital movements
will apply to foreign residents and nationals alike. As
regards investments and establishment in fisheries,
Norway and Iceland will be entitled to maintain their
existing national legislation.

The introduction of fair terms of competition within
the EEA is one of the main objectives of the Agree-
ment. The technique consists of incorporating the
Community rules into the Agreement and setting up a
structure similar to that of the Community, the EFTA
Surveillance Authority, which will be responsible for
monitoring the application of the EEA rules in the
EFTA countries and an EFTA court responsible for
judicial review.

Specific solutions have been devised, in some cases
by means of bilateral agreements, to increase trade in
agriculture and fisheries within the EEA. In agricul-
ture, for example, a future developments clause com-
mits the parties to continuing their efforts to bring
about the gradual liberalization of trade by means of
national legislation while taking account of the out-
come of the Uruguay Round. Furthermore, bilateral
arrangements are designed to promote trade in parti-
cular products (cheese, fruit and vegetable juices,
wines and spirits, meat, horticultural products) as
well as the entry on the EFTA markets of various pro-
ducts from the least developed regions of the Com-
munity. In addition, the agreement contains provi-
sions which set out to reduce the technical obstacles
caused by differences in veterinary and plant health
rules.

There is to be gradual liberalization of trade in fishery
products. The EFTA countries will immediately
abolish almost all their customs duties on Communi-
ty exports. The Community will immediately abolish
or gradually reduce its customs duties (except on cer-
tain sensitive species). As regards access to resources
(which is the subject of bilateral agreements), Nor-
way and Sweden have given the Community additio-
nal catch possibilities or consolidated existing ones.
The agreement with Iceland also provides for an
exchange of quotas.

Beyond the four freedoms, the EEA Agreement pro-
vides for wide-ranging and balanced cooperation in
two major areas:

® first, in fields which have at least some impact on
the competitiveness of firms and are directly linked to
the establishment of the four freedoms; this concerns
the 'horizontal’ policies, among which the Agree-
ment refers to social policy, consumer protection, the
environment, statistics and company law;

® second, in the Community ‘flanking' policies; co-
operation here may take the form, among others, of
EFTA country involvement in the Community's
framework programmes, specific programmes, pro-
jects and other activities in fields such as research
and technological development, education and trai-
ning, youth affairs and more general aspects connec-
ted to the environment, social policy, consumer pro-
tection, small business, tourism, audiovisual policy
and civil protection.

The EFTA countries have agreed to help reduce the
economic and social disparities between regions,
going beyond the arrangements relating to agricul-
ture and fisheries already mentioned and setting up a
five-year financial assistance mechanism for Portu-
gal, Ireland, Greece and certain regions of Spain in
the form of ECU 1.5 billion in soft loans and ECU 500
million in direct grants.

The Agreement sets out to ensure uniform appli-
cation of the rules while safeguarding the autono-
mous decision-making power of the contracting par-
ties. To facilitate the transposal of new Community
legislation in the EEA, it institutes a continuous pro-
cess of information and consultation at all stages of
the Community drafting process. It also lays down
rules to ensure the uniform interpretation of the terms
of the agreement and rules on monitoring, im-
plementation and the settlement of disputes.

The institutional structure of the Agreement is as
follows:

® an EEA Council consisting of the members of the
Council of the Community, members of the Europe-
an Commission and a member of the government of
each EFTA country will provide the political impetus
for the application of the Agreement and will estab-
lish general guidelines for the Joint Committee;

® an EEA Joint Committee consisting of representa-
tives of the contracting parties will have four func-
tions: first, serving as a forum for the exchange of
views and information; second, taking decisions (in
particular whether or not to adopt new acquis com-
munautaire, and managing the Agreement; third,
ensuring that the Agreement is interpreted as uni-
formly as possible; fourth, examining and seeking
solutions to disputes concerning the interpretation or
application of the Agreement;

® an EEA Joint Parliamentary Committee consisting
of 66 members (33 for the European Parliament and
33 for the parliaments of the EFTA countries) will
contribute to greater understanding between the
Community and the EFTA countries, with the power
to adopt reports or pass resolutions;

® an EEA Consultative Committee will serve as a
forum for discussions between the two sides of
industry.
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passports, visas and identity cards and the most effective
methods of detecting them. Once back in their own countries,
the 22 will train their colleagues in ‘European’ technigues they
have learned themselves. In the single market, police and
immigration officials who operate in ports and airports will be
working for both their own country and the European Commu-
nity as a whole. Hence the need to make them more effective.

@ Capital liberalization in Portugal

As from 1 January 1993 capital movements will have been
fully liberalized in Portugal. On 13 August the country's cen-
tral bank, the Bank of Portugal, decided to end all restrictions
in three stages, in keeping with official guidelines. Foreign
currency borrowings were liberalized on 31 August. Bond
purchases by non-residents will be liberalized on 31 October
of this year, and they will have full access to the Portuguese
money markets from 1 January 1993. The liberalization of
capital movements, a key element of the single European mar-
ket, has been in force since 1 July 1990 in eight EC countries.
Portugal has been granted a derogation, along with Greece,
Spain and Ireland.

@® For more effective air traffic control

In order to reduce the number of flying hours which are lost in
the 12-nation European Community — some 54 000 each
year at present — and to allow the third air package (see p. 2)
to produce results, the European Commission proposed to the
Twelve on 22 July the adoption of compatible technical stan-
dards for their air traffic control equipment. At present each
country has its own control system. Neither the radar installa-
tions nor the computers are compatible, while telephones are
still used to allow aircraft to transfer from one zone to another.
The result: 40 % of the Paris-Brussels and Brussels-London
flights, for example, are late. The Commission wants recourse
to an EC directive in order to make the standards drawn up by
Eurocontrol, the specialized body to which all EC countries
except Denmark belong, legally binding.

® A single market in dual use products

Products and technologies which can be used for both civil
and military ends should be able to move freely within the
European Community from 1 January 1993, in keeping with
the principles of the single market. But each Member State
wants to be certain that when these sensitive products are
exported from its territory they do not end up in a country
under embargo or suspected of aiding terrorists, for example.
In order to reconcile two apparently contradictory demands,
the European Commission proposed to the Twelve on 15 July
a framework regulation (‘European law’ aimed at levelling
upwards export controls on the products in question. Under
the terms of the Commission's proposal the Member State of
the exporter would grant an export authorization valid
throughout the EC because it was issued on the basis of Com-
munity criteria. If the Twelve adopt this regulation, they will
then have to draw up together two lists. The first would list
‘friendly” countries, the second the goods and technologies
considered sensitive.

® Help for the victims of ‘1993’

A regulation which the European Commission proposed to the
Twelve on 22 July seeks to facilitate the rapid redeployment of
the people, companies and regions which will be hardest hit
by the disappearance of checks at the European Community's
internal borders. Designed to round off the action plan adop-
ted by the Commission in May (see Target 92, No 6/92), the
new proposal would receive a financial allocation of ECU 30
million. This will enable the Community to finance redeploy-
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ment projects, to be submitted to the Commission by the
national authorities before 31 March 1993, for a maximum of
50 % — rising to 75 % in the case of regions that have fallen
behind in their development. The Commission will examine
the projects within three months, favouring those actions
which will create real jobs or prevent existing ones from dis-
appear-ing. Companies which depend on border controls
could shed more than 63 000 jobs throughout the Communi-
ty on 1 January 1993. But help will be available as from that
date if the Twelve adopt the Commission's proposal quickly.

SEEN FROM ABROAD

p Three million tonnes of bananas

The proposals for the unification of the Community market for
bananas, submitted by the European Commission in April (see
Target 92, No 5/92), have alarmed producers in Latin America
and the Caribbean. The Latin American countries take the view
that the customs tariffs and quotas proposed by the Commis-
sion will lead to a fall in their exports to the 12-nation European
Community. The Trade Ministers of Costa Rica, Honduras and
Panama were in Germany on 2 September to plead their case.
Costa Rica's minister then went on to Geneva to present his
case to GATT (the General Agreement on Tariffs and Trade) on
9 September. Meanwhile Ecuador's Agricultural Minister
began a tour of European capitals on 6 September for the same
purpose. From the opposite camp, Dominica's Prime Minister
inaugurated in London on 11 September a trip through Europe,
aimed at convincing the Twelve that they must adopt the Com-
mission's proposals and not give Latin American bananas more
than their due. The Community consumes more than 3 million
tonnes of bananas a year. Some 60% of them come from Latin
America, 20 % from European overseas territories and another
20% from the Caribbean and Africa.

P Swiss ‘yes’ to the single market

On 26 August the Swiss Parliament (national council) adopted
by a two-thirds majority the Treaty on the Furopean Economic
Area (EEA), which will enable Switzerland and other EFTA
countries to form an enlarged single market with the European
Community on 1 January 1993. While the Swiss people have
yet to take part in the referendum on the EEA, set for 6 Decem-
ber, the Swiss Bankers' Association presented a report on 8
September which regards Swiss participation in the EEA as very
positive for the country's economy. As for Swiss employers,
they published a brochure at the end of August explaining the
advantages of the EEA.

TOO MUCH STATE AID FOR THE RICH

The rich Member States and regions situated in the heart of the Euro-
pean Community are too generous with State aid for their manufac-
turing industries, as compared to the less prosperous regions or
those on the periphery. This imbalance has unfavourable effects on
the Community's efforts to reduce the gap between rich and poor
regions, on the eve of the completion of the single market. This is
what emerges from the third report of the European Commission on
State aid, published on 31 July. While the level of State aid in gen-
eral is on a downward trend, the report notes a slight rise in aid to
manufacturing industry between 1988 and 1990. During this period
the Big Four — Britain, France, Germany and ttaly — accounted for
79 % of State aid to industry. The level of aid per person in employ-
ment provided by Greece, Spain, freland and Portugal has remained
below the Community average, leading the Commission to con-
clude that it must move 'with greater diligence' against these
imbalances.







