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Week in Europe 28/10-3/11/03

Inter-Governmental Conference

Brussels, 27 October – At the IGC meeting, Foreign Ministers temporarily put aside their differences over the voting system in the Council as well as the composition of the Commission. Instead they focused their attention on other points of disagreement. Several of the 25 EU foreign affairs ministers expressed disagreement with the draft Constitution's proposal to do away with the national veto in certain areas of EU policy-making. In particular, the UK was against the introduction of qualified majority voting in some areas of fiscal and social policy. Austria would like to keep its national veto in penal matters (judicial co-operation). The draft Constitution proposes the introduction of qualified majority voting in a number of additional areas (including justice, asylum and immigration) in order to facilitate decision-making in the future EU-25. EU foreign ministers stood firmly in favour of keeping their veto on the Union's budget, undermining the draft Constitution's proposal to give the European Parliament a final say on how the EU's budget is spent. MEPs reacted angrily to the new proposals and one particular group described them in a report as an "Ecofin plan to radically restrict Parliament's rights". Source: www.euractiv.com
Brussels, 28 October 2003 – The Italian EU duty presidency plans to present a final draft of the EU constitution by the third week of November, ahead of a meeting on the issue set to take place on November 28 and 29 in Naples. The commitment was made by Italian Foreign Minister Franco Frattini at the last meeting of the Intergovernmental Conference (IGC) in Brussels at which EU foreign ministers took part. The third meeting of the IGC focused on the presidencies of the sectorial councils, the extension of qualified majority voting and non-institutional issues, including a reference to Europe's Christian roots in the constitution's preamble. The foreign ministers also discussed amendments requested by EU finance ministers. The ministers specifically tackled the issue of group presidencies for the councils, with fresh calls for equality and balance in the rotation and continuity in the presentation of reports. On the issue of qualified majority voting, the ministers discussed lobbying to drop proposals contained in the constitution and reintroduce unanimity on issues relating to taxes, social, judicial and penal cooperation. Other proposals called for extending majority voting especially on foreign affairs. On a formal level, finance ministers were not allowed to make their proposals to the IGC, on the basis that sectorial councils cannot do so. There was wide agreement to widen the powers of Eurogroup and important guarantees not to reduce the controlling powers of the European parliament on the budget as this would reduce the balance between the EU's various institutions. A "growing number" of countries expressed support for a reference to Europe's Jewish-Christian roots in the preamble of the future Magna Charta, Frattini said, stressing that strong differences remained on the issue. Source: ANSA.

European Commission

Progress in EU-China relations at summit in Beijing

Brussels, 28 October 2003 – At the 6th Annual EU-China Summit, which takes place on 30 October in Beijing, the European Union and China intend to conclude two major new cooperation agreements on satellite navigation and tourism facilitation and a new dialogue on industrial policy. The parties will discuss topics including human rights, the fight against illegal migration, trade and investment relations, technical cooperation and international concerns. For more information:

http://europa.eu.int/comm/external_relations/china/
intro/index.htm 

[Background paper IP/03/1467]

Statement on Microsoft 

Brussels, 28 October 2003 – The European Commission confirms that a series of letters were sent to a number of companies active in the information and consumer technology sector. The purpose of these requests for information is to enable the Commission to assess the conditions offered by Microsoft for the licensing of their IT related technology to original equipment manufacturers (OEM's) in the IT and consumer electronics sector. Such letters are a routine step and do not signify that the Commission has reached any conclusions as to the assessment of these licensing conditions under the competition rules. The Commission has not contacted Microsoft on these issues because the fact-finding process is at a very early stage. The content of the letters sent by the Commission is confidential and no further details will be supplied at this stage. 

Statement on Mastercard 

Brussels, 28 October 2003 – In light of concerns that retailers are obliged to pay unfair prices for accepting Mastercard payment cards, the European Commission has sent Mastercard a statement of its preliminary view on the Mastercard interchange fees. According to this preliminary view, retailers have no choice but to accept Mastercard payment cards. The fees for this payment system have been rising steadily during the last years. This could indicate that Mastercard has unlimited discretion to set the interchange fees at a revenue maximising level. In the Commission's preliminary view, Mastercard should make its fee structure transparent to retailers. Furthermore, interchange fees should not be set above costs of providing services to the benefit of retailers and consumers. Interchange fees are paid by retailer banks to cardholder's banks for each transaction with Mastercard payment cards. Retailer banks pass the cost on to retails who, in turn, pass it on to consumers through higher retail prices. The Commission's statement has a preliminary character. 

Commission action plan for people with disabilities

Brussels, 30 October 2003 – The European Commission has today presented an Action Plan to promote equal opportunities for people with disabilities across the board in the enlarged Europe. The Action Plan, which will run from 2004 to 2010, demonstrates the commitment of the Commission to concrete follow-up of the designation of 2003 as European Year of People with Disabilities. The plan aims to develop concrete actions to improve economic and social integration of people with disabilities. It is designed to build on the achievements of the European Year and to ensure that the new Directive on equal treatment in employment and occupation (2000/78/EC), which must be on Member States' statute books by 2 December 2003, is implemented effectively. The first two-year phase of the Plan, which starts in 2004, will focus on creating the conditions for people with disabilities to access the mainstream labour market.

[Background paper IP/03/1482]

New privacy rules for digital networks and services - Directive kicks in today

Brussels, 31 October 2003 – As from today EU Member States must comply with the Directive on Privacy and Electronic Communications, which sets EU standards for the protection of privacy and personal data in electronic communications. The Directive includes basic obligations to ensure the security and confidentiality of communications over EU electronic networks, including internet and mobile services. It sets out specific conditions for installing so-called “cookies” on users' personal computers and for using location data generated by mobile phones. Notably, the Directive also introduces a 'ban on spam' throughout the EU. Background information on the new rules is available at: 

http://europa.eu.int/information_society/topics/
ecomm/all_about/todays_framework/
privacy_protection/index_en.htm 

[Background paper IP/03/1492]

Eurostat

Flash estimate - October 2003 Euro-zone inflation estimated at 2.1%

Luxembourg, 31 October 2003 – Euro-zone annual inflation2 is expected to be 2.1% in October 2003 according to a flash estimate issued today by Eurostat. It was 2.1% in September 2003. 

[Background paper STAT/03/122]

Enlargement (extracts from the Enlargement Weekly)
Advance notice regarding regular and monitoring reports
On 5th November 2003, the Commission will release the 3 Regular Reports on the progress towards accession of Bulgaria, Romania and Turkey for 2003, accompanied by a Strategy paper. Simultaneously, the Commission will release 10 Comprehensive Country Monitoring Reports on the acceding countries, accompanied by a summary Comprehensive Monitoring Report covering the main overall findings. The reports will be available at

http://www.europa.eu.int/comm/enlargement/
report_2003/index.htm as of Wednesday evening.

Bulgaria ready to meet EU rules on justice and home affairs 
The protracted negotiations between the EU and Bulgaria on justice and home affairs were successfully concluded in Brussels last week. Bulgaria's chief negotiator, Meglena Kuneva, reached agreement at a meeting with COREPER, the 15 member states' ambassadors to the EU. The deal, under which Bulgaria has taken on commitments to fulfil the entire EU acquis in this area before its accession, still has to be formally endorsed at ministerial level.

The justice and home affairs chapter covers sensitive areas including police, judiciary, border management, visa and asylum arrangements, and combating illegal migration, drugs trafficking, money laundering, and organised crime. 

This brings Bulgaria's total of chapters closed to 26 – out of the 31 into which the negotiations have been divided. The five outstanding chapters cover competition policy, the three crucial finance-related chapters - agriculture, regional policy, and budget – and the wrap-up chapter into which all remaining miscellaneous questions are put at the end of the process.

Romania closes another chapter in its accession negotiations
Romania closed the twentieth chapter in its accession negotiations last week, bringing it almost up to the two-thirds point in the series of 31 chapters the negotiations are broken down into. At a meeting in Brussels with Romania's negotiator, EU ambassadors agreed that Romania had made sufficient progress in the control of public money and EU funds to provisionally close the chapter on financial control. The decision now requires confirmation at ministerial level.

Growth in future Member States on a rising curve
Average GDP growth in the acceding states is forecast to be 3.1% in 2003, according to the European Commission's autumn economic forecasts presented last week. This is up from last year's 2.3%, with Poland gradually emerging from two years of slowdown, and growth running as high as 6.6% in Lithuania. And the prospects for the following two years are even better.

However, despite the higher average across the region, some of the acceding states are likely to see their growth in 2003 slower than last year, the Commission predicts. It could be as low as 0.8% in Malta, which has been particularly affected by the fall in tourism brought on by global uncertainty.

In 2004, average growth in the acceding countries is expected to accelerate to 3.8% in 2004 – rising again to 4.2% in 2005, driven by exports and stronger private consumption, and a pick-up in investment. Only the Baltic states are likely to show a slowdown from current high levels 

The forecasts draw attention to problems with the employment rate, however. Employment is shrinking in the Czech Republic, Poland and Slovenia in 2003, and employment creation is low everywhere else except in Slovakia and Lithuania. Average employment creation will remain subdued at 0.6% in 2004 and 1.1% in 2005, leaving the unemployment rate high at around 15% in 2005, says the Commission.

The outlook for inflation is also mixed. It fell to an average of 2.5% in 2002, and will remain close to euro area levels in 2003, but will rise to 3.5% in 2004 and 3.1% in 2005, driven by rising prices, price-liberalisation, and higher indirect taxes, the Commission predicts. Pressures from relatively strong wage increases will be to some extent compensated for by productivity growth, however, which should keep underlying inflation subdued.

The average general government deficit will be 5% of GDP in 2003, with Cyprus, the Czech Republic, Hungary, Malta, Poland and Slovakia all above the 3% level. An improvement is likely in 2004 in most countries, but Poland's deficit will rise to 5.9% GDP from 4.3%, Lithuania's to 3.1% from 2.6%, and Estonia's to 0.4% from 0.0%. 2005 should see a general improvement.

In the three candidate countries – Bulgaria, Romania and Turkey - growth is expected to converge to around 4.5% - 5% per year by 2005, says the Commission forecast. In Turkey and Romania, disinflation should continue, driven by the trend to real appreciation in these countries, a strengthening investment-driven supply side, and, partly, more prudent fiscal and monetary policies. By 2005, inflation is seen at single digits in both countries, and as in Bulgaria with already quite low, but slightly accelerating inflation. In all three countries, current account balances are expected to widen, driven by strong domestic demand and slightly worsening price competitiveness of their exports on world markets. 

The Commission compliments the acceding states for their resilience in the face of a difficult international environment in 2002 and early 2003. Growth was kept steady by a combination of exports, resumed growth in industrial production, robust private consumption, and lower interest rates - even if investment was weak.

Enlargement-related amendments for common agricultural policy reform

Adaptations were proposed last week to the EU Accession Treaty to ensure the common agricultural policy can function properly after enlargement. The European Commission has made the proposals in the wake of the September 2003 reform of the CAP, which made changes to the EU acquis on which the accession negotiations were based. The changes include modifying the CAP reform texts so that they can be applied to the new member states and so that they incorporate any negotiation results that would otherwise be lost. Announcing the proposals, Franz Fischler, EU Commissioner for Agriculture, Rural Development and Fisheries, said: "At the Copenhagen summit in 2002 the candidate countries obtained a fair deal which will benefit their farmers and rural communities. Today's proposal makes sure that the terms of accession are maintained and that the fundamental character and principles of the agreed package are not altered. Obviously, the acceding countries will be extensively consulted. However, this is not about reopening the negotiations. This is to ensure that the new member states will be smoothly integrated into the reformed farm policy." 

The new direct payments introduced by the CAP reform (for energy crops, nuts and dairy) are to be subject to the same phasing-in schedule as all other direct payments to the new member states. New member states' rights to apply a hectare-based Single Area Payment Scheme will be preserved, but provision will be made for them to move directly from that to the new Single Payment Scheme introduced by the CAP reform, rather than backwards to the classical direct payment scheme it will replace. The proposal also maintains the principle of topping-up direct payments - possible under the classical scheme until the end of 2006, under the Single Area Payment Scheme until the end of 2008, and under the new Single Payment Scheme from 2005 onwards. The changes will also allow for some exceptions for farmers in the new member states to meet new compliance rules by 2005 under the reformed CAP – notably, transition periods granted on implementation of the Habitat directive will remain intact.

How enlargement affects the financial perspectives

As the European Union prepares for discussion of the next set of financial perspectives – the periodic framework for all EU spending – which will set the limits for the period from 2007 onwards for a Union of 27 or more member states, a new table of the current financial perspectives (2000-2006) expressed at 2004 prices shows the impact of the impending enlargement on the spending provisions. From 2004, the new member states start to receive payments under a new "compensation" heading, totalling more than €1 billion per year, to help them cope with the payments they will start to make into the EU budget. And the provisions under rural redevelopment, structural funding and cohesion funding increase for the Europe of 25. At the same time, the overall provision for the pre-accession strategy rises slightly above its current level of more than €3 billion per year, to maintain support to candidate countries still awaiting the go-ahead to join the EU. The consequence of these increases is clearly seen in the overall figures – whether for commitments or payments – at the foot of each column.

FINANCIAL PERSPECTIVE (EU-15 for 2000-2003, EU-25 for 2004-2006)

ADJUSTED FOR ENLARGEMENT AT 2004 PRICES

COMMITMENT APPROPRIATIONS
Current prices
2004 prices


2000
2001
2002
2003
2004
2005
2006

1. AGRICULTURE
41.738
44.530
46.587
47.378
49.305
50.431
50.575

1a Common Agric. Policy
37.352
40.035
41.992
42.680
42.769
43.724
43.735

1b Rural development
4.386
4.495
4.595
4.698
6.536
6.707
6.840

2. STRUCTURAL ACTIONS
32.678
32.720
33.638
33.968
41.035
41.685
42.932

Structural funds
30.019
30.005
30.849
31.129
35.353
36.517
37.028

Cohesion fund
2.659
2.715
2.789
2.839
5.682
5.168
5.904

3. INTERNAL POLICIES
6.031
6.272
6.558
6.796
8.722
8.967
9.093

4. EXTERNAL ACTIONS
4.627
4.735
4.873
4.972
5.082
5.093
5.104

5. ADMINISTRATION 
4.638
4.776
5.012
5.211
5.983
6.154
6.325

6. RESERVES 
906
916
676
434
442
442
442

Monetary reserve
500
500
250
0
0
0
0

Emergency aid reserve
203
208
213
217
221
221
221

Guarantee reserve
203
208
213
217
221
221
221

7. PRE-ACCESSION STRATEGY
3.174
3.240
3.328
3.386
3.455
3.455
3.455

Agriculture – Sapard
529
540
555
564
'
'
'

Pre-accession structural instrument – Ispa
1.058
1.080
1.109
1.129
'
'
'

Phare
1.587
1.620
1.664
1.693
'
'
'

8. COMPENSATION
'
'
'
'
1.410
1.299
1.041

TOTAL APPROPRIATIONS FOR COMMITMENTS
93.792
97.189
100.672
102.145
115.434
117.526
118.967

TOTAL APPROPRIATIONS FOR PAYMENTS
91.322
94.730
100.078
102.767
111.380
112.260
114.740

Giving consumers a bigger voice in the new member states

"Legislation and rules are only the first step towards the successful application of consumer policy. Reality demands much more - in particular, appropriate enforcement and appropriate involvement of consumers in their own affairs", said David Byrne, European Commissioner for Health and Consumer Protection, addressing the EU's annual Consumer General Assembly in Brussels last week on the subject of enlargement. "Governments in the accession countries have already taken on board most of the consumer policy acquis into their legislationA truly impressive amount of work has been done", he recognised. But one of the main objectives of the EU Consumer Policy Strategy is to ensure precisely "an appropriate involvement of consumer organisations in policy-making", he stressed. He urged new member states to ensure that consumers are actively involved both at policy level, and on the ground.

[Full speech SPEECH/03/494]
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