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Single Market

In this special issue of Single Market News we look back at
the progress that has been made in building the EU's Single
Market since its launch fifteen years ago.

The four pillars of the Single Market are of course the free
movement of goods, services, people and capital. In all these
areas great progress has been achieved.

In this issue we look at some of the policy areas which have
transformed the business environment in Europe making
cross-border trade easier and opening up major new areas of

business.
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|5 years of the Single Market

The road to 1992

In June 1985, the Commission, under its then President, Jacques Delors, published a White
Paper seeking to abolish within seven years all physical, technical and tax-related barriers
to free movement within the Community. The overriding aim was to stimulate industrial
and commercial expansion within a large, unified economic area on a scale with the market

of the United States.

Set against a sombre economic backdrop in Europe with prolonged low GDP growth, high
and volatile inflation, escalating unemployment and deteriorating public finances, this was a
brave and ambitious programme. The 'EC 1992’ plan was to push through some 282 Direc-
tives and Regulations by the beginning of 1993 to unshackle the markets of Europe.

Q3

purred on by a feeling that Europe
was falling behind major competi-
tors, European leaders recognised
the need to take action and in 1985 pub-
lished the White Paper on the comple-
tion of the internal market - a plan to
create “an area without internal frontiers
in which the free movement of goods,
persons, services and capital is ensured”.

By removing regulatory barriers,Europe's
leaders believed that the Single Market
could open up 'opportunities for growth,
for job creation, for economies of scale,
for improved productivity and profitabil-
ity, for healthier competition, for profes-
sional and business mobility, for stable
prices and for consumer choice'.

The EU institutions and the Member
States laid down a seven year pro-
gramme to draft and adopt the hundreds
of Directives and Regulations needed to
sweep away the legal, technical, regulato-
ry, cultural and protectionist barriers that
were still holding back free trade and free
movement within the EU.

By the 1992 deadline, more than 264 of
the 282 Directives and Regulations had
been adopted with the remainder adopt-
ed subsequently. This massive legislative
undertaking covered a wide range of
areas such as industrial standards, finan-
cial services, transportation, government
procurement and customs documenta-
tion.

Since the launch of the Single Market,
further reforms have been implemented,
including significant liberalisation of mar-
kets such as telecommunications and
transport, and complemented by struc-
tural reforms under the Lisbon Strategy.

The Single Market today

The most visible evidence of the Single
Market is of course the absence of bor-
der controls within the EU.

The old customs barriers for goods have
been abolished, doing away with 60 mil-
lion tax forms per year. Customs controls
on people were also removed, though
border posts continue spot checks when
necessary as part of the fight against
crime and drug trafficking.

Under Single Market rules trade in the
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The outcome - the creation of the Single Market of the European
Union - is widely regarded as one its greatest achievements.

majority of commercial products is cov-
ered by harmonisation legislation or
goods can be marketed across the EU
under the principle of mutual recogni-
tion of national rules.This means that any
product legally manufactured and sold in
one Member State, can be placed on the
market in all others (see page 8).

For people providing professional servic-
es, markets have been opened by mutual
recognition and through the coordina-
tion of national rules concerning access
to or practice of certain professions such
as law, medicine and architecture.

Action has been taken to improve worker
mobility, and particularly to ensure that
educational diplomas and job qualifica-
tions (e.g. for plumbers, carpenters, etc.)
obtained in one EU country are recog-
nised in all the others.

Markets for public procurement have
also been opened. Regardless of whether
they are awarded by national, regional
or local authorities, public contracts are
now open to bidders from anywhere in
the EU as a result of Directives cover-
ing services, supplies and works in many
sectors, including water, energy and tel-
ecommunications.



Changing industrial base

Whilst the economy of Europe moves
away from a basis of manufacturing to-
wards a services-oriented culture,
progress in the financial services sector
has been particularly impressive.

The EU’s Financial Services Action Plan
(FSAP), which set out to create an inte-
grated market for financial services by
2005, has been completed. This cuts the
cost of borrowing for businesses and
consumers.

The cost of making payments has also
fallen: a cross-border payment of 100
euro now costs an average of 2.5 euro,
compared to 24 euro only seven years
ago. Meanwhile today savers can choose
from a wider range of investment prod-
ucts - savings plans and pension schemes
- obtainable from the European provider
of their choice.

Export performance

The Single Market has helped the EU to
improve its export performance, with ex-
ternal trade increasing from 6.9 percent
to 12.3 percent of EU GDP between 1992
and 2005. And productivity has been en-
hanced with evidence that efficiency in
some sectors of the EU economy has in-
creased by up to 2 percent.

The Single Market programme, combined
with domestic reforms to replace state-
owned monopolies with private-sector
companies, has done much to enhance
competition in European product mar-
kets and, to a lesser extent, in services.

Businesses have also benefited in many
ways. It is now easier to start or buy a
business. Bodies such as the European
business support networks provide as-
sistance to new entrepreneurs setting up
their operations throughout Europe.

EU regional policy plays a direct role in
the development of SME business sup-
port services such as access to finance,
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management and mar-
keting etc.

EU competition law
helps ensure a level-
playing field regarding
mergersandacquisitions §
within the EU. Mergers
among European com-
panies registered in dif-
ferent EU countries can
also now be simplified
by the creation of a 'Eu-
ropean company'.

Benefits for citizens

EU citizens have also seen the benefits
of the Single market through lower
prices. The opening of national services
markets has brought down the price of
national telephone calls to a fraction of
what they were ten years ago. Competi-
tive pressure has driven down the price
of air fares in Europe. Meanwhile in the
car market, cross-country price differen-
tials fell throughout the 1990s and prices
across the EU became more responsive
to changing market conditions.

The opening of national EU markets has
reduced the cost of many goods and
products. EU citizens now enjoy a wider
choice of high quality goods and services.
Three out of four European citizens think
that the possibility for products from
other Member States to be marketed
under the same conditions as domestic
products has had a positive impact.

Some 73% consider that the Single Mar-
ket has contributed positively to the
range of products and services on offer.
The introduction of the euro has made
easier it to compare prices across bor-
ders in the Eurozone.

The removal of national restrictions has
enabled more than |5 million Europeans
to go to another EU country to work or
spend their retirement. Compared with
ten years ago, the majority of citizens
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In 1985 the Commission of Jacques Delors adopted the
programme of measures to introduce the Single Market by 1993.

I5YEARS OF THE SINGLE MARKET

By removing cross-border barriers to
trade, the Single Market has helped
strengthen competition in Europe, driv-
ing up levels of innovation, enterprise and
growth and delivering lower prices and
more choice for consumers.

The EU is now the largest multi-member
Single Market in the world. The develop-
ment of the Single Market has delivered:

* anincrease in EU GDP of almost
2 percent or 225 billion euro (2006
figures);

*  2.75 million extra jobs;

» afourfold increase in foreign direct
investment in the first ten years.

(72%) of Member States find travelling

within the EU easier.

Review of the Single Market

Following |5 years of gains and achieve-
ments in building the Single Market, the
Commission will be publishing in No-
vember another landmark document, the
Single Market Review, which will attempt
to chart the course of the Single Market
for the next stage in its development.




Charlie McCreevy

Building the Single Market
is one of Europe's defining
achievements

Charlie McCreevy, Commissioner for Internal Market and Services

The Single Market of the European
Union is now the largest market
in the world with an annual value
of 10 trillion euros and, following recent

enlargements, is home to over 490 mil-
lion citizens.

The work in building the Single Market
over the past fifteen years is regarded
across the political spectrum as one of
Europe’s defining achievements. By re-
moving barriers to the free movement
of goods, services, capital and people,and
by strengthening competition, it is esti-
mated that the EU’s prosperity has been
boosted by at least 225 billion euro.

As Europeans travel throughout the Un-
ion on low-cost airlines and call home on
low-cost telephone lines, and as students
begin their new university term in anoth-
er Member State thanks to the Erasmus
programme, it is clear that many aspects
of everyday life have improved thanks to
the Single Market.

Original hopes have been largely fulfilled

When the Single Market was conceived,
the primary motivation was to improve
economic performance.Today we can say
that the hopes of the Delors Commis-
sion have largely been fulfilled.

Since its inception in 1992 the Single Mar-
ket has raised Europe’s output by over 2
percent and created nearly 3 million ad-
ditional jobs. Foreign direct investment
in the EU has increased fourfold.

Partly because of the success of the Sin-
gle Market, the EU is a major force on the
world stage in many areas including trade
and the environment. And the rules that

"We need to build on the successes of the

Single Market and exploit its potential to
improve the living standards and social condi-
tions of all EU citizens. Improving living stand-
ards and social conditions is what we mean by

‘delivering a Europe of results’."

we agree in the Single Market for prod-
ucts such as mobile phones, chemicals
and car safety set the benchmark for
firms worldwide.

Of course this Commission is fully aware
that the Single Market is not an end in
itself. Single Market policies must serve
the people and the economy as a whole.

This means creating more choice for
citizens together with better services in
their daily life. It means offering firms new

opportunities to build their businesses.

And it means making it easier for work-
ers to move to other countries and pur-
sue new opportunities.
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Looking back

It is instructive to look back at what has
been achieved over the past fifteen years.
In the pages of this issue of Single Market
News we take the opportunity to ex-
plore Europe’s progress in a number of
important policy areas.

Progress in several of these fields has
relied on detailed legal reforms but this
patient work underlies the significant
changes that we see in the business envi-
ronment in today’s European Union.

And alongside our headline figures of
growth and prosperity, we should not
ignore the reality of how much easier
it is today to live and work in other EU
countries.

Over 10 million EU citizens have moved
across borders to work. And today your
hard-earned professional qualifications
will generally stand you in good stead
to exercise your trade or profession
abroad.

The future direction

The task in hand today is to chart the
path of where the Single Market should
go from now on. This is the subject of
the Single Market Review which will be
published in November.

We are making our decisions against a
background of great economic change
— particularly the rapid advance of tech-
nology and the emergence of new pow-
ers such as China and India. At the same
time, enlargement, ageing populations
and climate change bring new challenges
for Europe; challenges which were not



foreseen at the start of the Single Market
project.

For Europe to rise to these new challeng-
es and benefit from the opportunities of
globalisation, we must adopt an outward-

looking, global perspective. And we must
move away from the traditional model

"Partly because of the
success of the Single
Market, the EU is a major
force on the world stage
in many areas including
trade and the
environment."

for the Single Market — one that seeks
to achieve integration through legislation
and the harmonisation of rules — towards
a new and more flexible approach to Sin-
gle Market policies.

|5 years of the Single Market

We must maintain Europe’s competitive
edge for the future of EU businesses and,
above all, the future of its citizens.

We need to build on the successes of the
Single Market and exploit its potential to
improve the living standards and social
conditions of all EU citizens. Improving
living standards and social conditions is
what we mean by ‘delivering a Europe of
results’.

We need to reassure and convince citi-
zens that the best reply to globalisation
is a strong, open and united Europe. Citi-
zens do sometimes view the Single Mar-
ket — and going wider, globalisation — as
threatening. But in reality, the Single Mar-
ket makes Europe stronger, not weaker.

Progress through consultation

The new direction of the Single Market
will not be ‘imposed from Brussels’. An
extensive consultation process has taken
place over the past 18 months as the
foundation of the Single Market Review
which is under way.

During the Review the Commission has
consulted broadly and widely, seeking in-
put on the future of Single Market policy
from citizens, businesses, parliamentar-
ians and civil society organisations.

We undertook a major Eurobarometer
survey to ask 25,000 citizens and 7,500
company executives what they think
about the Single Market. And we have
sought the views of experts on specific
issues such as enforcement and commu-
nication. We have listened to all of these
views and taken them seriously.

The Eurobarometer survey shows that a
large majority of respondents think that
the Single Market has brought many ben-
efits. Citizens particularly value the op-
portunity to travel or study in another
Member State. A significant proportion
of citizens (36%) has even contemplated
moving abroad.
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McCreevy: "And alongside our head-
line figures of growth and prosperity,
we should not ignore the reality of
how much easier it is today to live
and work in other EU countries."

Many also believe that the Single Market
had a beneficial effect on the choice and
quality of goods in shops. And we were
very pleased to learn that more than two
thirds of citizens surveyed (67%) believe
that the Single Market has increased com-
petition and view this is a good develop-
ment.

What’s more, the overwhelming majority
of citizens think that increasing worker
mobility can help to better fight unem-
ployment. | am glad that the citizens do
not seem to share the protectionist in-
stincts of some of their governments!

The new approach in building the Single
Market with its focus on citizens has been
set in motion. The Single Market review
will be a first important step with con-
crete actions.



Free movement of goods

Barriers disappear to
cross-border trade
in goods

erhaps the clearest achievement
Pof the EU's Single Market policy is

evident in the freedom with which
goods can be traded across the territory.
The removal of customs barriers was
one of the overriding aims of the original
common market and the foundation of
this, the Customs Union, will celebrate its
40th anniversary next year.The EC 1992
programme has built upon this work and
led to the dismantling of significant non-
tariff barriers.

Firms selling in the Single Market today
know they have unrestricted access to
a consumer base of 500 million people,
enabling them to achieve economies and
efficiencies of scale, which in turn trans-
late into lower prices.

The ease of exporting has also helped
open up new markets to smaller firms
who would previously have been de-

terred from exporting by the cost and
administrative time.

The absence of border bureaucracy and
the spread of the euro have cut delivery
times and reduced costs.

Sweeping away the final obstacles

Some 25% of trade within the EU takes
place under the principle of mutual rec-
ognition as mentioned above. There are
cases however when they can fall foul of

national regula-
Before the internal « . . tions.
frontier controls  Before the internal frontiers were
on goods were re-  removed, customs controls between =~ Member  States
moved,  customs . . can invoke the
controls between  Member States required millions a5 on 'over-
Member States re-  of customs declarations annually.... ~ riding  reasons
quired millions of . of general inter-
customs  declara- These are no Ionger needed: est, - typically

tions annually, sup-

ported by customs

controls to check them. These are no
longer needed.

Nearly 80% of industrial production and
approximately 74% of intra-EU manu-
facturing trade are now subject to EU
harmonisation rules and can be freely
traded.

Principle of mutual recognition

For cases where there has been no har-
monisation of technical specifications or
other rules, the EU has introduced the
principle of 'mutual recognition' so that
companies need only one authorisation
from their home Member State to pro-
vide a product or service anywhere in
the EU.

As a result, manufacturers of goods work
to common standards, accepted by all
Member States. Mutual acceptance of
testing and certification mean that goods
need only be certified once to be valid
across the EU.
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high standards of

consumer or en-
vironmental protection - to request that
products be adapted to their national
rules.

As a consequence, trade in certain prod-
ucts is still being hampered by technical
obstacles created by national rules on
designation, form, size, weight, composi-
tion, presentation, labelling and packag-
ing.

New package of measures

In February of this year the Commission
adopted an important package of meas-
ures designed to further strengthen the
Single Market for goods and eliminate
barriers that still exist.

The measures are part of its Better Reg-
ulation policy, through which the Com-
mission sets out to change and simplify
to rules. They also set out to ensure that
only safe products arrive onto the Com-
munity marketplace.



Under the proposals, Member States will
no longer be able to use their national
rules to deny access to a product coming
from another Member State.

At present the onus is place on import-
ing manufacturers
or dealers to prove
that a particular
product is in com-
pliance with na-
tional regulations.
The new proposal
will place the bur-
den of proof on
national authorities
to fully justify why
they refuse market
access.And, if necessary, this can be chal-
lenged quickly and cheaply in national
courts.

To provide better information to all par-
ties concerned in cross-border trade,
contact points will be set up in each Mem-
ber State through which manufacturers
from other Member States will be able to
obtain precise information about national
rules affecting their products, as well as
information about legal remedies.

Harmonised sectors and CE Marking

For the harmonised area which already
covers 75% of the intra-EU Trade in in-
dustrial goods, some further refinements
are proposed to tighten up the system of
CE marking.

The majority of products falling under
the harmonised technical legislation can
be identified by the CE
symbol. This conformity
mark symbolises that all
the regulatory require-
ments that should have
been undertaken in order
to place the product on
the market have been done. It indicates
that the product fulfils all the health and
safety requirements set out in the legisla-
tion — the product is therefore by defini-
tion safe and fit for use.

"Nearly 80% of industrial
production and approximately
74% of intra-EU manufacturing

trade are now subject to EU

freely traded."

There are some 1,800 agencies within
the EU which certify that products are
in compliance with European rules and
can bear the CE marking. The new pro-
posals launched in February introduce
a toolbox of additional measures affect-
ing accreditation and
co-ordination at EU
level with the aim of
ensuring they take
the same approach
when carrying out
their work.

harmonisation rules and can be

The proposals build
upon existing sys-
tems and to intro-
duce clear Com-
munity policies on both accreditation,
a mechanism for ensuring the quality of
testing, inspection and certification bod-
ies, and market surveillance.

Market surveillance and safety

An integrated, borderless Single Market
remains the best way to enhance the
competitiveness of the European econo-
my. The Single Market for goods is a real-
ity although in practice certain elements
do not function as originally foreseen.
There have been examples of potentially
dangerous products entering the market-
place, the most recent example being the
recent recall of toys.This highlighted both
the poor quality of the manufacturing and
the deficiencies in surveillance controls.

Product safety is indeed covered by Eu-
ropean legislation on industrial and con-
sumer products which has been in place
for over 20 years with the so-called
“New Approach” legislation. This has har-
monised requirements at European level
and defined essential safety properties of
products.

Market surveillance has been identified
in the Lisbon programme as a major ele-
ment to strengthen the competitiveness

Following the removal of most barriers
to trade in goods across the EU, a new
package of measures has been drawn
up to ensure the system operates fairly
in all sectors. It will also reinforce mar-
ket surveillance to prevent the circula-
tion of dangerous products.

of European industry. Surveillance is pri-
marily implemented at national level and
there is an urgent need for better coor-
dination and exchange of information at
EU level in order to ensure a more uni-
form level of safety throughout the EU.
Some manufacturers take advantage of
this situation to the detriment of lawful
manufacturers.

The new proposals aim to solve remain-
ing problems and simplify and improve
existing internal market legislation on
goods by providing a clear and consistent
legal framework.

And the implementation of the proposals
for a modernised Customs Code and an
electronic customs environment will also
provide a stimulus for the free circulation
of goods in the Single Market.

http://ec.europa.eu/enterprise/regulation/goods/index_en.htm
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. Developing the Business Environment

Public procurement
market opens up to
cross-border bidding

ublic procurement is a major com-
Pponent of the EU economy. De-

fined in broad terms as the goods,
services and works purchased by the
Government or public utility services, it
makes up over 6% of the European Un-
ion’s GDP or over 1,800 billion euro in
2005. Approximately 320 billion euro of
these purchases are covered by the EU
Procurement Directives which open the
door to bidders from all EU countries.

One impact of the EU Directives is to
get the best value for money in public
purchasing. Given the volume of procure-

"Even a very conservative estimate
of 10% cost saving by Member
States, would permit each country

to reduce their national budget
deficit by 1.1% of GDP"

ment involved, it will go a long way to im-
prove the efficiency of public spending.

Public savings

Since procurement corresponds to ap-
proximately 30% of the total public ex-
penditure, the savings involved through
improved procurement processes can
have a tremendous impact. Even a very
conservative estimate of 10% cost sav-
ing by Member States, would permit each
country to reduce its national budget
deficit by 1.1% of GDP.

The EU public procurement Directives
aim essentially at encouraging free and
fair competition for public procurement
markets through increased transparency
and by ensuring that competition is not
distorted within the internal market.

It is clear that the new approach has
provided public authorities with better
value in terms of both, lower prices and
higher quality procurement over the past
decade.

Available data suggest that additional
savings can still be obtained by develop-
ing new policies, in particular electronic
public procurement, as well as defence
procurement and public-private partner-
ships where further clarification on the
scope of the EU public procurement Di-
rectives is needed.

The results so far

Although some EU rules have been in
place since the 1970s,it was clear that the
Single Market would not be incomplete
without truly opening up national public
procurement markets. Therefore under
the 1992 Single Market initiative several
specific Directives were established, and
further revised and consolidated in 2004.
Thus the last fifteen years can be seen
as a transition towards the full imple-
mentation of the EU public procurement
regime. Indicators point to a constant
improvement of implementation and
compliance. Indeed both the number of
invitations to tender published EU-wide
and their value have doubled between
1995 and 2003.
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Procurement rules

To ensure open and competitive procure-
ment public administrations and institu-
tions should advertise all their contracts
well in advance.

Contract notices must be published in
the Official Journal of the EU to invite
tenders for a particular set of products
services or works above certain thresh-
olds. In the tender documents public
purchasers must describe their require-
ments in an objective manner, avoiding
any specifications which could unreason-
ably favour one particular product or
supplier. Sufficient time must be allowed
for suppliers to draw up and submit their
tenders.

Finally, once the contract has been
awarded to the best bid (either on low-
est price or according to the most eco-
nomically advantageous offer) a Contract
Award Notice should be published. This
provides unsuccessful bidders with valu-
able marketing information with which to
improve future tenders.



Public procurement

Impact of the rules 1993- 2002

An initial evaluation of the Directives in
force between 1993 and 2002 has dem-
onstrated that compliance with EU rules
is now substantial, but that there is still
significant room for improvement. The
overall assessment of the Directives’ ef-
fects is very positive, with the orders of
magnitude estimated as somewhere be-
tween a little less than 5 billion euro and
almost 25 billion euro savings a year by
2002.

Although the Directives have also raised
compliance costs for both awarding au-
thorities and suppliers, this is outweighed
by the significant overall benefits:

* Transparency has increased; the playing
field is more level,and better
procurement practices have been
encouraged.

e Suppliers have adapted to a large EU
market, with some greater emphasis on
selling outside the home country, and
some increase in specialisation.

*  Competition has significantly increased
for many public procurement contracts.

Thus the Directives have resulted in an
overall improvement in welfare. While

"Available data suggest that additional sav-

ings can still be obtained by developing

new policies, in particular electronic public
procurement, as well as defence procure-
ment and public-private partnerships..."

the above trends have most benefited ef-
ficient and expanding suppliers, suppliers
as a whole may be said to have become
more efficient.

There is also evidence that SMEs are now
very active in public procurement: some
78% of contracts published in the Official
Journal were awarded to SMEs. Finally, the
impacts differ regarding Member States:
those with more centralised and/or for-

mal  procurement
functions have ben-
efited more, as have
those where efforts
have been made to
integrate  national
and EU legislation.
Some suppliers em- =
phasised however &
that authorities
sometimes  focus
too much on legal
compliance and not enough on an effi-
cient procurement process intended to
obtain value for money.

New public procurement Directives

In 2004, two Directives were adopted
(2004/17/EC and 2004/18/EC) consoli-
dating four earlier Directives and mod-
ernising the rules for public procurement
in the EU. In particular, they introduced a
new framework to encourage the use of
electronic means of communication and
clarified the rules for repetitive purchas-
ing arrangements and central purchasing
bodies.

Because of the size of public procure-

ment markets, policy-makers are also
increasingly interested in using pub-
lic procurement as an instrument to
direct public money towards hori-
zontal policy goals such as environ-
ment and innovation. This is possible
insofar as the Public Procurement
Directives provide rules on 'how to
buy' but leave the choice on 'what to
buy' to the public authorities. This is
only limited by the rule that whatever
purchasing decisions are taken, they

may not hamper competition.

For example, a new procedure, the ‘com-
petitive dialogue’, was introduced in re-
sponse to the needs of public private
partnerships and other similar arrange-
ments, where more flexible bidding pro-
cedures were considered appropriate, e.g.
for large and complex contracts involving
negotiations before the precise technical
and contractual specifications could be
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agreed upon. Moreover, the Directives
contain several features which allow pub-
lic authorities to take into account of so-
cial and environmental aspects. To clarify
the existing opportunities and what is
and is not possible under the Directives,
the Commission has also produced a
'Handbook on green procurement’ and a
'Guide on innovation and public procure-
ment'.

Experience has shown that there is now
sufficient flexibility in terms of rules to
accommodate a range of procurement
methods adapted to the various needs
of contracting authorities. In addition, a
framework of indicators has been set up
so that the use of the various options and
development of procurement markets
generally can be subject to continuous
monitoring and evaluation.

While it is still too early to begin to evalu-
ate the results of the new consolidated
Directives, it is confidently expected that
benefits will continue to increase.

eProcurement and future perspectives

Alongside the task of implementing the le-
gal framework, new priorities are already
emerging. These include further improv-
ing procedures through eProcurement
and remedies and further opening up
public procurement markets in the area
of defence and public-private partner-
ships.

The potential of eProcurement is likely to
be all pervasive, providing new opportu-
nities for improved competition and re-




Developing the Business Environment

this, all eProcurement systems and tools
must be generally available, non-discrimi-
natory and interoperable across the EU.

In order to help stakeholders take ad-

This 'standstill period' is designed to give
bidders time to examine the decision and
to assess whether it is appropriate to ini-
tiate a review procedure. If this standstill
period has not been respected, national

vantage of the new opportunities and
avoid fragmentation through new ‘e-
barriers’, a Commission Action plan on
eProcurement supports and coordinates
Member States’ implementation and
standardisation efforts. eProcurement is
not an end in itself but acts as a lever
for cutting red tape and modernising na-

courts may under cer-
tain conditions render
the contract 'ineffec-
tive', i.e. require that it
be set aside.The Direc-
tive also seeks to com-
bat illegal direct awards
of public contracts. If

"There is also evident
very active in put
some 78% of contrz
Official Journal were

"Studies indicate their could be

savings of 5% in terms of prices paid
when eProcurement is generalised,
and much more if transaction costs are

trimmed by automation."

duced transaction costs for both buyers
and suppliers.

The new EU framework allows the re-
placement of traditional paper-based
processes by electronic means in all stag-
es of the procurement cycle (from notifi-
cation through to ordering and payment)
as well as to take advantage of radically
new - sometimes exclusively electronic
— procurement tools and techniques (e.g.
eCatalogues, electronic auctions and re-
petitive purchasing). Studies indicate
there could be savings of 5% in terms of
prices paid when eProcurement is gen-
eralised, and much more if transaction
costs are trimmed by automation.

The rationale behind the provisions on
eProcurement is that any economic op-
erator should be able to bid electroni-
cally in any other EU Member State. For

tional public procurement frameworks,
making them more transparent, efficient
and competitive.

More work will be needed on security
aspects (e.g. electronic signatures) and in
particular at a European level to ensure
effective cross-border eProcurement,
before the full benefits can be realised.
While some elements have only made
slow progress so far, change has been
more rapid in other eProcurement areas.
For example, 75% of the tender notices
advertising contracts in the EU Official
Journal are now sent electronically, and
mainly through EU-wide standard online
forms.

Review of the Remedies Directives

Effective review procedures are essential
in making sure that public contracts go
to the company which has made the best
offer and in incentivising businesses to bid
for contracts anywhere in the EU.

The Commission therefore seeks to es-
tablish more efficient EU rules on rem-
edies in public procurement. A new pro-
posed Directive sets out to strengthen
the national review procedures that busi-
nesses can use when they consider that
a public authority has awarded a contract
unfairly.

For example, according to the proposed
Directive, contracting authorities would
need to wait for at least 10 days after de-
ciding who has won a public contract be-
fore the contract can actually be signed.
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rendered ineffective by

a national court, the contract must be
tendered again, according to the appro-
priate rules.

The European Parliament agreed the
Commission’s proposal at its first reading
in June 2007. The Directive should now
be formally adopted by the Council, and
published in the EU Official Journal later
this year. EU Member States will then
have 24 months to implement it in their
national laws.

Public-private partnerships

In performing tasks in the general, and
also their own, economic interests, public
bodies increasingly opt for public-private
partnerships (PPPs).The hallmark of such
cooperation, which is generally geared to
the longer term, is the special role of the
private partner.This private partner is in-
volved in various phases of the project
concerned (planning, implementation and
operation), and is intended to bear risks
which are traditionally borne by the public
sector, as well as to contribute to financ-
ing the project, e.g. major infrastructure
projects and high-quality public services.

Public bodies are free to pursue eco-
nomic activities themselves, assign them
to third parties or to enter into a PPP.
However, if they decide to co-opt third
parties in economic activities the Com-
munity provisions for public procurement
and concessions apply. These aim, first, to
enable all interested economic operators
to tender for participation in public tasks,




cts published in the
» awarded to SMEs."

including PPPs, on a fair and transparent
basis and second, to enhance the quality
of such projects and cut their costs by
means of increased competition.

A broad public con-

e that SMEs are now sultation in 2004
) showed, however,
)|IC procurement: that fair competi-

tion is not guaran-
teed throughout
the Community at
present and that
there was consider-
able need to clarify the rules in particu-
lar for mixed public-private companies
which fulfil public tasks (so-called institu-
tionalised PPPs).

In order to improve legal certainty and
investment security a future Communi-
cation will explain how the Community
provisions for public procurement and
concessions are to be applied to the
founding and operation of IPPPs. In ad-
dition, based on the results of an Impact
Assessment the Commission will prob-
ably propose legislation applicable to the
choice of private parties for PPPs taking
the form of concessions.

Defence Procurement

Procurement Directive 2004/18/EC ap-
plies to public contracts awarded by con-
tracting authorities in the field of defence,
subject to Article 296 of the Treaty.

Article 296 allows Member States to
exempt the procurement of arms, muni-
tions and war material from Community
rules if this is necessary for the protec-
tion of their essential security interests.

According to the Court of Justice, Arti-
cle 296 must be interpreted restrictively,
and its use is to be limited to exceptional
and clearly defined cases. In practice,
however, many Member States use it ex-
tensively to exempt almost all defence
procurement from Community rules.

One of the main reasons for this is that
Directive 2004/18/EC is ill-suited to de-
fence procurement. Developed for civil
supplies, works and services, it does not
sufficiently take into account the spe-
cificities of many defence contracts, in
particular complexity and sensitivity. As
a consequence, most defence equipment
is procured on the basis of uncoordi-
nated national rules, which differ greatly
in terms of publication, tendering proce-
dures, selection and award criteria, off-
sets, etc.

This regulatory patchwork creates mar-
ket fragmentation and opens the door to
non-compliance with the Treaty princi-
ples. Lack of transparency and discrimi-
nation of suppliers from other Member
States lead to a lack of openness of de-
fence markets, with negative effects for
all stakeholders.

In order to tackle this problem the Com-
mission has prepared, in close coopera-
tion with Member States, a proposal for
a new procurement Directive adapted to
the defence sector. This Directive will be
presented in autumn 2007 together with
a proposal for a regulation on intra-Com-
munity arms transfers and a Communica-
tion on defence industries, as part of the
so-called 'defence package'.

It will be more flexible than Directive
2004/18/EC and contain tailor-made pro-
visions for defence-specific issues such as

Defence procurement

security of supply and security of infor-
mation. It will apply to the procurement
of arms, ammunition and war material,
but also to certain sensitive non-military
security equipment which has features
similar to defence.

The proposal of such a Directive is a
strong political signal for the Commis-
sion’s readiness to support Member
States in their efforts to build a common
Defence Equipment Market. Coordinat-
ing national procedures, the Directive will
reduce the current regulatory patchwork
in this field. Leaving Article 296 in place,
it will make it easier for Member States
to use Community rules, but also more
difficult for them to justify possible ex-
emptions.

This, in turn, will reduce the number of
exemptions and hence improve transpar-
ency, non-discrimination and openness of
defence markets in the EU.

http://ec.europa.eu/internal_market/publicprocurement/index_en.htm
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I Viewpoint

From Common Market to

Single Market

- 40 years as a Single Market campaigner

y interest in European politics
Mwas triggered by the evolving

Single Market. | worked in the
car industry for over thirty years before |
was elected to the European Parliament.
As a car designer, | was immediately
drawn into the world of international
regulation. In the 1960s, there were still
significant differences in technical re-
quirements across European countries.
The yellow headlamp bulbs required in
France are a memorable example.

This practical experience of the costs
and waste incurred by unnecessary dif-
ferences in technical rules made a strong
impression. Were cars with yellow head-
lamps really safer than those with white
bulbs? What were the special character-
istics of French roads that made this unu-
sual legal demand so jealously guarded!
Not surprisingly, | became convinced
about the huge potential that could be
gained from a single European market.

My first political campaign, in 1975, was
to be one of the local leaders of a “yes”
campaign in the UK referendum, when
voters were asked if they wanted to stay
in “the Common Market”. That success-
ful campaign certainly kindled my enthu-
siasm for further engagement with Euro-
pean policy-making, which led to my elec-
tion as an MEP twenty four years later.

Little did | know that one of my future
roles would be to take the Vehicle Type
Approval Directive through the Parlia-
ment 2007! While | was pleased with
that achievement, | did reflect, somewhat
ruefully, that it had taken far too long to

Malcolm Harbour MEP

achieve this much needed harmonisation.
But the single market is, of course, far big-
ger than motor vehicles. | became, in my
later career, much more absorbed in the
broader issues of commercial and indus-
trial policy, and the subsequent enlarge-
ments of the European Community.

| was deeply involved in planning a suc-
cessful assault on the newly opening
Spanish market in 1983, creating a new
dealer networks and new marketing
campaigns. | well remember the quotas
imposed by Spain to protect its market
ahead of accession to the EU. My then
Managing Director used to rail at these
injustices and demand that | used my po-
litical connections to get them removed!

"l am pleased that, since 2000,

completing the Internal Market

has risen steadily to the top of
the political and economic priori-

ties of the European Union."

| also became deeply involved in the intri-
cacies of EU competition policy, especially
the organisation of distribution systems,
'the block exemption'.These involved my
first attendance at European Parliament
hearings and meeting Commission of-
ficials.

This practical experience of 'Europe’ im-
pressed upon me that the workings of
the 'Single Market' had a deep impact on
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citizens everywhere. It also highlighted
how much more needed to be done to
reap the benefits of a true, barrier-free
single market - 'an area without frontiers,
with free movement of goods, services,
people and capital'.

Naturally, | was a big supporter of the
1988 Single Market Programme, with its
targeted programme of action leading up
to 1992. | went to seminars and read the
Cecchini reports outlining the benefits.
(I recently dusted off my copy and found
many of its prediction on the impact of a
true single market were remarkably ac-
curate).

In the UK, a very effective marketing cam-
paign, making extensive use of primetime
TV advertising, catapulted “1992” into
the public mind. It was, probably, the high
water mark of British public acceptance
of the benefits of EU membership. No
government since has attempted any-
thing so ambitious!

| fought my first election to become an
MEP in 1989, as the Single Market cam-
paign was running strongly. It didn’t get
me elected, but the political 'bug' had
bitten. After missing out 1994, | finally
got to the Parliament in 1999 and, not
surprisingly, was appointed to the Legal
Affairs and Internal Market Committee.

Since then, | have had the privilege of be-
ing able to translate my enthusiasm for
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the single market into real work on the
instruments that would bring it about.

| arrived at an exciting time. The impact
of the digital economy and its extraordi-
nary ability to destroy market barriers,
was just becoming evident. | worked
on ground-breaking projects like the
eCommerce Directive.

Keen to move away from my image as a
'car guy', | became one of the rapporteurs
on the Electronic Communications pack-
age. | was deeply involved in the work on
Electronic Signatures, Copyright in the In-
formation Society, Data Protection, Com-
puter Implemented Inventions, to name
just a few of our files.

| am absolutely convinced that the evo-
lution of the digital economy has made
the single market even more important
to Europe then it was before. | also firmly
believe that we have been far sighted in
moving, at European level, to put the right
framework in place.

EU Communications legislation is widely
regarded as a global model for deregulat-
ing an industry,in a manner which encour-
ages competition and will generate new
capital investment. We have consistently
undersold these single market achieve-
ments. Many in the USA, for example,
admire our work on communications.

As former Commissioner Pascal Lamy
once reminded to the Industry Com-
mittee, “in many areas, our single market
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technology is better than America’s.

It was disappointing then, to find that
the generally admirable Lisbon Strategy
somehow relegated the importance of
the Internal Market to a lowly position.
In 2000, | spoke at a debate with the
then Commission President Prodi, and
complained to him that completing the
Internal Market only rated one page in
this voluminous launch document.

| am pleased that, since 2000, complet-
ing the Internal Market has risen steadily

to the top of the political and economic
priorities of the European Union. The
re-launched 'Lisbon Strategy for Jobs
and Growth' gave it a central position.
We are promised a new strategy for the
Single Market in the 21st century, to be
launched mid-November, and it is ex-
pected to be a top item at the Economic
Summit in March 2008.

Since | was elected co-ordinator of the
EPP-ED group on the newly created In-
ternal Market and Consumer Protection
Committee in 2004, Single Market mat-
ters seem to be ever more insistent in my
political work. | am in danger of becom-
ing a 'Single Market bore' (indeed, many of
my colleagues think | am already there).
But | remain absolutely committed to
ensuring that an enlarged Europe and
its citizens get the benefits of economic
growth, consumer choice and enhanced
quality of life that a properly functioning
market will deliver.

Undoubtedly, the biggest test of that
commitment was the battle to deliver an
effective Services Directive. In Autumn
2004, it sometimes seemed that | was
the only member of my Committee giv-
ing robust support to this proposal. By
May 2006, we finally turned the corner
and gained a positive outcome - thanks
to the enormous efforts of the Austrian
Presidency under the leadership of then
Economics Minister Martin Bartenstein.

The Services Directive outcome showed
me how important the Parliament has
now become in bringing compromise
solutions, but also how co-decision really
means deep co-operation with our co-
legislators, the Member States.

I was surprised and honoured to be
nominated as one of the 50 Europeans
of the Year 2006, with a citation that said
“if a fully liberalised services market re-
sults, he will be able to claim much of the
credit”

In concluding this very personal reflec-
tion about the Single Market, my involve-
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Malcolm Harbour, who worked in the British car
industry for over thirty years before being elected
to the European Parliament, has seen at first hand
the positive impact of the Single Market on many
industrial sectors.

ment in many important projects to take
it further forward has helped me to see
how much more can be done to make it
work better.

Our focus now is on implementing the
market rules fully and consistently. We
expect Member States to implement the
Services Directive fully and effectively.
The 'Goods Package' will help deal with
many frustrations that still block market
access for large and small companies. But
what Europe needs - and | hope it will
be delivered through the Commission’s
forthcoming strategy proposals - is a
major awareness raising campaign telling
citizens and businesses about the achieve-
ments and future importance of complet-
ing the single market. Europe needs to be
proud of what it has achieved, and to re-
alise that a fully functioning Single Market
will be crucial to delivering high-quality
jobs, encouraging innovation and giving
Europe a sustainable future in a globally
competitive world. It may have econom-
ics at its core, but it is a highly political
project. It needs strong political leader-
ship.




Company Law

Company law changes to
support cross-border

business

The objective of European company
law is not to replace existing na-
tional laws. It is to help companies
to reap the full benefits of the Single Mar-
ket, while ensuring an equivalent, effective
and proportionate protection of share-
holders and third parties throughout the
European Union.

Company law was already identified in
the 1960s as an area in which harmonisa-
tion was necessary to ensure the sound
operation of the internal market.

The first phase of EU company law-mak-
ing, which lasted until the mid 1980s was
greatly focused on the harmonisation of
safeguards to protect shareholders and
creditors.

The first company law Directive, which
was adopted in 1968, harmonised the
disclosure requirements for companies.
It was followed by Directives on capital
requirements, accounting, mergers and
divisions of companies.

During that period, the Commission also
proposed Directives to enhance the mo-

bility of companies and make of the Single
Market as much of a reality for compa-
nies as it is for people.

However, the proposals on the cross-
border mergers of companies and the
cross-border transfer of the registered
office faced opposition from some of
the Member States and could not be
adopted. Even though the statute for the
European Economic Interest Grouping
was adopted, the statute for a European
Company remained stalled for years.

"The European Company (SE), in
waiting since the 1960s, was put

in place in 2001.To date, some 90
companies in Europe, including

major players, have become SEs."

With the launch of the Single Market in
1992, a new, more flexible, approach to
law-making was adopted. Instead of seek-
ing full harmonisation of national laws, EU
Directives focused on setting minimum
requirements common to all Member
States, while leaving Member States free
to impose more stringent requirements
on their home companies.

Relying on national rules

Rather than introduce new rules, EU
measures also relied on national laws
whenever there was sufficient equiva-
lence between national systems. This
new approach to law-making, combined

with the fresh impulse given by the Com-
mission's 2003 Action Plan “Modernising
Company Law and Enhancing Corporate
Governance: a plan to move forward”,
opened new grounds for companies in
Europe.

In particular, the measures which were
intended to help companies to benefit
fully from the Single Market, but which
had been shelved for years, could be
adopted.

The European Company (SE) - in wait-
ing since the 1960s - was put in place
in 2001.To date, some 90 companies in
Europe, including major players, have be-
come SEs.

Cross-border mergers

2005 saw the adoption of the Directive
on cross-border mergers of companies,
which enables companies to restructure
on a cross-border basis without having to
incur the expense of winding up.

In 2007, the Council and the Parliament
adopted a Directive which introduces
minimum standards facilitating the exer-
cise of voting rights in listed companies.
In parallel, the existing EU company law
framework, which for some part is al-
most 40 years old, is being modernised
and simplified.

This trend is set to continue, to ensure
that EU company law goes on providing
a regulatory environment which is sup-
portive of business in the Single Market.

http://ec.europa.eu/internal_market/company/index_en.htm
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Accounting & auditing

Accounting & auditing
rules redefined for the
global marketplace

ecent years have been marked
Rby a strong tendency towards

globalisation in which interna-
tional financial markets have been de-
veloping rapidly. Improved market effi-
ciency decreases the cost of capital and
thereby contributes to economic growth.
However, in order to build an integrated
capital market which operates effectively,
smoothly and efficiently a higher level
of transparency and comparability of fi-
nancial reporting from all publicly traded
Community companies would be re-
quired.

Comparability of financial statements
In March 2000 the Lisbon European

Council of March had emphasised the
need to accelerate completion of the in-

ternal market for financial services,and as
part of this task, stressed the need to en-
hance the comparability of financial state-
ments of publicly traded companies.

It was with this background that in 2005
the EU took the truly bold and visionary
step of supplementing the legal frame-
work applicable to publicly traded compa-
nies by requiring the use of International
Financial Reporting Standards (IFRS) for
the preparation of their consolidated fi-
nancial statements.

This marked the biggest change in finan-
cial reporting for listed companies in a
generation.

Successful application of IFRS

The key task for the EU over the coming
years will now be to ensure the success-
ful application of IFRS in practice. New
studies already indicate that the imple-
mentation has been successful and that
the quality and comparability of financial
information has already improved.

At the same time it is important that
IFRS-based financial statements of listed
EU companies become accepted inter-
nationally, without any reconciliation re-
quirement.

In parallel, the EU strongly encourages
the convergence efforts of other impor-
tant jurisdictions and initiatives that will
pave the way for IFRS to become adopted
and applied Worldwide.

It is also time to start reflecting on the
needs of Europe’s other companies and
what the future accounting requirements
for these should be. It is particularly
important that the accounting rules for
SMEs are revised with the aim of simplic-
ity,and at the same time, made more rel-
evant.

Reliable audit reports

To maintain and enhance confidence in
the EU capital and securities markets, in-
vestors, and other relevant shareholders,
should have at their disposal reliable au-
dit reports. Auditors and audit firm play
therefore a key role in ensuring that the
accounting figures provided by issuers re-
ally represent their financial situation.

The EU has been actively involved in au-

diting matters for more
than 20 years already.
The final objective has
been to improve au-
dit quality all over the
Community. This has been an evolution-
ary process which has culminated with
the adoption of a new comprehensive
Directive in 2006.A similar process is tak-
ing place as well in some foreign coun-
tries such as the United States, Canada
or Japan.

As a result of the new Directive all Mem-
ber States will have to set up public over-
sight bodies and efficient external quality
assurance systems to ensure high audit
quality all over the Community. This will
be complemented with an adequate sys-
tem for investigations and sanctions.

Rules similar to those applicable to EU
auditors will apply to foreign auditors
auditing foreign issuers which trade
their shares and bonds in the EU. In
this ways European investors, and other
stakeholders, will be adequately protect-
ed regardless they trade EU or foreign
securities.

The choice made in the EU for a system
of auditing providing high quality and reli-
ability should serve as a model to other
regions in the world.

Given the increasing tendency towards
global financial markets, all parties con-
cerned, including EU companies and in-
vestors, would benefit from a new sce-
nario in which capital exchanges can take
place on sound and confident basis.

http://ec.europa.eu/internal_market/accounting/index_en.htm
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Corporate Governance

Corporate governance
rules adjust to modern

times

n its 2003 Action Plan 'Modernising
Company Law and Enhancing Corpo-
rate Governance: a plan to move for-
ward', the Commission gave top priority
to high corporate governance standards.

High corporate governance standards
were perceived as a key ingredient of
striving markets and were necessary to
restore confidence following the cor-
porate scandals of 2001 and 2002. This
meant restoring the authority of the
board of directors and empowering
shareholders.

The Commission devised an original reg-
ulatory approach, which combines bind-
ing and non-binding measures and takes
account of the diversity of corporate
cultures in the EU. It is firm on principles
but flexible on their application and so
respects the different corporate cultures
of the EU.

'Comply or explain' principle

The cornerstone of the EU corporate
governance framework is the 'comply or
explain' principle. This principle, which is
binding, imposes on listed EU companies
to either comply with the corporate gov-
ernance code to which they are subject
or explain to which extent and why they
do not comply.

Non-binding recommendations

Since the national codes of corporate
governance were broadly equivalent, the
Commission decided not to propose an
additional EU code of corporate govern-
ance. Instead it sought to promote the
convergence of the existing national
codes towards common standards. To
this end, the Commission adopted two

non-binding Recommendations in De-
cember 2004 and February 2005.

The first Recommendation focuses on
the remuneration of directors and the
Commission recommends that every
listed EU company publishes an annual
statement on its remuneration policy.

The remuneration policy should also
be subject to shareholder vote, though
this vote may be only advisory. The rec-
ommendation further provides that the
individual remuneration of directors be
disclosed in detail in the annual report.

Lastly, share based schemes, e.g. discount-
ed share purchase and stock option plans,
should be subject to prior shareholder
approval.

Independent directors

The second Recommendation focuses
on the role of independent directors and
the creation of board committees.

Independent directors have an important
role, in particular, with regard to com-
pany audit or the nomination and remu-
neration of executives, which are issues
in relation to which directors linked to
management or controlling shareholders
may have a conflict of interests.

Committees of the board should be cre-
ated to address and advise the board on
such issues and independent directors
should play an active role in these com-
mittees.

To further promote the convergence of
national codes, the Commission created

in October 2004 the European Corpo-
rate Governance Forum. The Forum,
which consists of |5 high level experts,
meets several times a year. It identifies
and examines best practices in Member
States and provides advice to the Com-
mission.

Empowering shareholders

The last initiative taken by the Commis-
sion aims at empowering shareholders. In
June 2007, a Directive was adopted which
ensures that the shareholders of listed
companies have a timely and easy access
to the complete information ahead of
general meetings, and have simple means
to vote cross-border.

To this end the Directive imposes the
publication of all general meeting docu-
ments on the company’s website and
abolishes most constraints on proxy vot-

ing.

http://ec.europa.eu/internal_market/company/index_en.htm
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Patents and industrial property

Trade marks and
patents evolve to
support innovation

force for promoting innovation,growth

and competitiveness. Since 1992 there
have been several major legislative devel-
opments which have contributed to the
removal of barriers to the free movement
of goods and services, and to fostering
a regime of undistorted competition on
the EU market.

I ndustrial property rights are a driving

The most important novelty was un-
doubtedly the creation of a Community
trade mark in 1994, which followed the
harmonisation of national trade mark
laws in 1989.Trade marks are an indicator
of business origin, which distinguishes the
products and services of one company
from those of another.

The Community trade mark is in particu-
lar attractive to businesses as it gives its
proprietor a right which is valid in the
whole territory of the EU (as opposed
to national marks which only cover their
relevant national territory). This enables

II 5 ikl
-

businesses to adapt their activities to the
scale of the Community.

A similar exercise has taken place for de-
signs rights dealing with the appearance
of a product as resulting from its features
(the lines, contours, colours, shape, tex-
ture and/or materials, etc.).

A design gives the designer the possibil-
ity to protect his creation against other
designs that come too close. In 1998
the Community legislator harmonised
the national design laws and in 2002 it
adopted the Community design regula-
tion, creating a system of (registered and
unregistered) Community designs for the
whole of the EU.

The Office for the Harmonisation of the
Internal Market (OHIM), located in Ali-
cante, is responsible for the registration
of the Community trade mark and Com-
munity designs. The success of OHIM is
demonstrated by the volume of compa-
nies - more than 200,000 from all over
the world - who have turned to it since it
became operational in 1996.

Indeed, since it began processing trade
mark applications in 1996, more than
350,000 trade marks have been regis-
tered.

And since 2003 when the registration
of the Community design started, more
than 200,000 designs have been success-
fully processed.

The OHIM has become a true benchmark
amongst Intellectual Property offices. It
has ambitions to become a fully fledged
'e-organisation’ and to even further im-
prove its services towards the users.

In 2004 the EC acceded to the Madrid
Protocol concerning the international
registration of trade marks. The Madrid
Protocol offers business a simple proc-
ess for applying for trade mark rights in
about 70 countries outside the EU in one
single international application filed at the

OHIM. In the beginning of 2008 the EC
will adhere to the Geneva Act on the in-
ternational registration for designs.

Awaiting the Community Patent

Inventions are protected trough the pat-
ent system. In 1998 an important Direc-
tive was adopted regulating the patenta-
bility of biotechnological inventions based
on human, animal, plant or microbial ge-
netic material. However, the Single Mar-
ket for patents is still incomplete. Europe
has not yet been able to create a single
and affordable Community patent.

In 2003 the Council reached a common
political approach on a Commission’s
proposal for a Community Patent Regula-
tion, but failed to agree on the final text.

In a renewed effort to break the dead-
lock, the Commission launched in 2006
a broad consultation on the future of
patent policy, followed in April 2007 by a
Communication on 'Enhancing the patent
system in Europe'.

http://ec.europa.eu/internal_market/indprop/index.htm
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I Copyright and IP

Preparing

copyright

rules for the
Internet age

armonisation policies in the field
H of copyright and related rights

were launched in the beginning
of the 1990s.They brought a high level of
protection for a variety of proprietors of
copyright and rights related to copyright.
Driven by the aim to create a Single Mar-
ket for goods and services that rely on
copyright, the Commission adopted sev-
eral Directives harmonising the substan-
tive law governing copyright.

At present, copyright is governed by sev-
en EU Directives. They cover:

* protection for computer programs;

* arental and lending right for
authors, performers, phonogram and
film producers;

* aseries of broadcasting and
communication rights for
performers, phonogram and film
producers well as broadcasting
organisations;

* special clearance rules for satellite
transmissions and cross-border
cable retransmissions;

* harmonised rules on term of
protection; the legal protection of
databases and an artists resale right.

The more recent Information Society
Directive updates copyright rules and
makes them applicable to online transac-
tions.

As the above Directives show, traditional
internal market policy has been essen-
tially concerned with substantive aspects
of intellectual property, such as the scope
of these rights, the EU-wide introduction
of related rights (such as producers’ or
performers’ rights in Directives 92/100
and 2001/29) and the term of protection
for authors and owners of related rights
(e.g., performers, record labels and film
producers in Directive 93/98).

EU Directives focused on substantive
copyright and related rights because it
was thought at the time that harmoni-
sation would eliminate legal barriers to
the free movement of protected goods
or services across the EU.

Persistent national orientation

But this ambitious drive toward harmo-
nisation of substantial rules on copyright
and related rights has not ended one
European phenomenon: the fact that all
harmonised rules remain national and
the titles granted to the beneficiaries of
protection remain national titles.

This is why the Commission, on 18 Oc-
tober 2005, adopted a Recommendation
on the management of online rights. The

Recommendation implies that one way
forward toward achieving EU-coverage is
that rights are aggregated into attractive
packages (repertory). This repertory can
then be licensed to online music shops
by one collecting society on an EU-wide
basis in one single transaction.

Instead of 27 local licenses the Recom-
mendation seeks to foster a single license
for attractive repertoire at little over-
head.

Enforcement of IP rights

In 2004 the EC adopted a horizontal Di-
rective on the enforcement of intellectual
property rights.

The Directive, which applies to both in-
dustrial property and copyright, requires
the Member States to apply effective, dis-
suasive and proportionate remedies and
penalties against those engaged in coun-
terfeiting and piracy and so create a level
playing field for right holders in the EU.

All Member States now have a similar set
of measures, procedures and remedies
available for business to defend their in-
tellectual property rights.

http://ec.europa.eu/internal_market/copyright/index_en.htm
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Living and working abroad

Recognition of
qualifications and working

abroad

he free movement of workers,

freedom of establishment and free

provision of services are three of
the founding principles of the European
Union. Regulated professions - ones re-
quiring dedicated training and expertise
- have however always required special
consideration as national requirements
for qualifications are effectively a barrier
to entry.

There are more than 800 regulated pro-
fessions in the EU ranging from engineers
to chiropodists. Each has its own require-
ments as to training and qualifications -
elements which are vital for both quality
of work and, frequently, consumer safety.

Over the past forty years different types
of regimes and numerous Directives
have been introduced to cope with the
complexity of permitting professionals to
work in other EU countries.

Directives

Whilst waiting for agreement on the
recognition of diplomas, so-called transi-
tional Directives were adopted from the
1960s onwards dealing with automatic

recognition  of

‘ periods of profes-
sional experience

for craft indus-
tries and com-
merce.

In 1975 agree-

ment was reached
in the Council of
Ministers on the
coordination of
training to per-

mit the automatic recognition of
diplomas for doctors. This opened
the way to five other health-sector
professions to be accommodated
by 1985. i

Reaching agreement was increas- ﬁ
i !

ingly difficult and, when the Direc-
tive relating to architects was final-
ly adopted following 17 years of Council
discussion, it was apparent that the ap-
proach of coordinating training systems
had to be abandoned as a route for ex-

tending recognition to other professions.

It was necessary to move towards a sys-
tem of mutual recognition.

Thus the General System of recognition
of diplomas emerged in 1988 - 'general'
because it related to all other professions
whose exercise is subject to a diploma
requiring at least three years of university
or higher education.

Compensatory measures

Given that, in the absence of coordina-
tion, significant differences could appear
between diplomas issued in the Mem-
ber State of origin and the host Member
State, it was agreed that the latter would
be permitted to demand compensatory
measures, but only in the form of an ap-
titude test or an adaptation period of su-
pervised practice but not requiring all the
training to be repeated.

This system was extended in 1992 to
professions which required lesser train-
ing, then it was it was applied in 1999 to
those in the craft sector and commerce.

Consolidation

Given the considerable number of Di-
rectives (15) that covered this sector, it
was decided to consolidate them and in
2005, they were replaced by one single
Directive. The new Directive set out to
retain the existing body of law yet in-
crease the level of cooperation between
national authorities to help migrants. It
also introduced an easier system for pro-
viding services, based on the general rule
that prior checking of qualifications was
not required.This system originates from
the Lawyers Directives on practice under
home title (e.g. as “solicitor” in France),
which are not covered by this consolida-
tion.

In a general sense, it is recognised that
effective cooperation between Member
States constitutes an important factor
in providing effective protection for the
consumers who use these professional
services.

To this end, the new Directive relies sig-
nificantly on the exchange of information
between national authorities, particularly
regarding the disciplinary, administrative
or penal sanctions that would affect mi-
grant professionals, or the authenticity of
diplomas.

http://ec.europa.eu/internal_market/qualifications/index_en.htm
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Free Movement of Services

Boosting cross-border
services in the EU

hile much has been achieved

on the free movement of

goods within the Single Mar-
ket, cross-border trade in services has
remained below its potential. Services
represent almost 70% of GNP and jobs
in the EU but internal market barriers
are hindering the realisation of their full
economic potential.

At the Lisbon summit in March 2000
EU leaders called for a strategy to re-
move cross-border barriers to services.
Analysis of the legal and economic issues
which are behind the underperformance
of cross-border trade in services was
undertaken by the Commission togeth-
er with an in-depth consultation with
stakeholders, resulting in the publication
of a Report on the State of the Internal
Market for Services in July 2002.

This report provided a comprehensive
inventory of the legal, administrative and
practical obstacles to establishment and
to the free movement of services across
borders in the EU. These barriers, the
report showed, have a serious negative
effect on the cost and quality of the final
service to end-users whether they are
other service providers, manufacturers
or consumers. Notably consumers suffer
from a lack of choice and unnecessarily
high prices for services they receive.

In January 2004 the Commission pro-
posed a Directive aiming at eliminating
obstacles to the free movement of serv-
ices and facilitating establishment.

Remove barriers and red tape

The Directive sets out to remove barri-
ers, cut red tape, modernise and simplify
the legal and administrative framework
- also by use of information technology
— and make Member State administra-

tions co-operate much
. L
more systematically. -

The overriding objective
was to improve the com-
petitiveness of not just
the service enterprises,
but also of European in-
dustry as a whole.

The proposal stirred
much debate and after
long deliberations in
Council and the European Parliament,
a compromise was reached with some
of the elements of the initial proposal
removed. The Services Directive (123/
2006/EC) finally saw the light of day in
December 2006 and has to be imple-
mented in the Member States by the end
of 2009.

With some notable exceptions, the Di-
rective covers all services — regardless
of sector — including, to name but a few,
construction services, retail services, the
services of most regulated professions
(e.g. architects services, legal and fiscal
advice), tourism and leisure services, etc.

The service businesses covered by the
proposal account for a large share of all
economic activity in the EU.

The Directive sets out to remove barri-
ers affecting those service providers who
want to establish a permanent presence
in another Member State and those who
provide services only temporarily or oc-
casionally there.

It also contains a number of provisions
specifically aimed at facilitating the recep-
tion of services, which will be of particu-
lar benefit to consumers. For example,

the Directive obliges service providers,
before concluding a contract or provid-
ing their service, to supply the consumer
with important information such as their
identity and contact details, the public au-
thority which authorised them to carry
out their business, and the price and main
features of the service offered.

Overhauling national regulations

The programme of administrative sim-
plification and cooperation launched by
the Services Directive is very ambitious
and requires Member States to overhaul
their national regulations which impact
on establishment and cross-border pro-
vision of services.

The Services Directive is one of the most
important European-level contributions
to the Commission’s efforts to boost the
European economy and unleash the po-
tential of the Single Market for services.

The Commission is working closely to-
gether with Member States to ensure a
coherent and effective implementation of
the Directive by the end of 2009.

http://ec.europa.eu/internal_market/services/services-dir/index_en.htm
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Postal Services

|5 years of reform to
prepare the EU internal
postal market

he road to the internal market for
I postal services started in 1992
with a Commission Green Paper

on postal services.

In view of the poor quality of postal serv-
ices at that time, an ambitious reform was
launched. The aim was to ensure that EU
citizens would enjoy a sustainable high
quality universal postal service and this
within the framework of the Single Mar-
ket.

In 1997, the first Postal Directive was
finalised. The co-legislators decided to in-

"The postal sector is now
a dynamic industry, playing
a pivotal role in the wider
communication markets."

troduce more competition in the sector
by gradually reducing the 'reserved' area
enjoyed by national postal administra-
tions. This was accompanied by the crea-
tion of a robust regulatory framework,
both at EU and Member States level.

Concrete benefits for citizens and businesses

The reform process quickly generated
concrete benefits for postal users. EU
citizens soon began to enjoy higher qual-
ity, be it in terms of access to services or
delivery time.

In order to keep this positive trend on
track, the stakeholders and co-legislators
reiterated the need for a more efficient
and innovative postal service. The Postal
Directive was amended in 2002 to fur-
ther open the market and set the target
date of 2009 for full market opening.

Cross roads of the communication markets

In parallel, the Commission monitored
the implementation of the Directive
and offered its assistance
to Member States, nota-
bly through strong ad-
ministrative cooperation.

The Commission moni-
tored carefully market
developments such as
quality of service and so-
cial aspects.

All indicators together
with  numerous stud-
ies confirm that market
opening is both neces-
sary and desirable for postal users.The
reform process is helping the postal
sector to face up to the challenges of
new technologies. The postal sector is
now a dynamic industry, playing a piv-
otal role in the wider communication
markets.

A Lisbon deliverable

In October 2006, the Commission
proposed to amend the Postal Direc-
tive and confirm the full opening of the
postal market.

This balanced proposal seeks to secure
the provision of postal universal service
and at the same time reinforces con-
sumer protection.

This approach was well received by
the European Parliament and Member
States. The Parliament, in its first read-
ing on || July 2007 paved the way for
a possible political compromise by sug-

gesting that more time be given to some
Member States to prepare, while main-
taining the key elements of the proposal.

On | October 2007, the EU Transport,
Telecommunications and Energy Council
reached a political agreement which re-
flects the main lines of the Commission’s
package as amended by the European
Parliament. This agreement is fully in line
with the goals of the Lisbon agenda.

Next steps

The next and final phase of negotiations
will conclude in 2008 when the Parlia-
ment finalises its second reading.

The mission of EU postal reform will con-
tinue and will require close monitoring of
the development of competition and the
provision of assistance to Member States
to secure the high quality of services that
EU citizens expect.

http://ec.europa.eu/internal_market/post/index_en.htm
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Financial Services

Towards the Single
Financial Market

The aim of the EU’s policy in the financial services sector is to create an integrated Europe-
wide single market through a framework of legislation, co-operation and practice within
which financial services can operate across borders and make the free movement of capital
and services a practical reality. The policy addresses the 'wholesale' (corporate and capital)
markets and the 'retail' (consumer) markets as well as the underpinning services such as the
clearing and settlement of shares and the integration of payment systems.

In the late 1990s, while preparing to in-
troduce the euro, the EU was also pre-
paring a wide-ranging policy action aimed
at removing the remaining technical and
regulatory barriers to the creation of the
Single Financial Market. It was adopted in
1999 as a package of 42 measures to be
implemented over five years, called the
Financial Services Action Plan (FSAP).

The adoption of the euro contributed
to the realisation that a single currency
alone was not enough to ensure full in-
tegration of financial services in Europe.
The FSAP was necessary to overcome
the persisting fragmentation of the EU
financial markets.

Nearly all the FSAP measures were
adopted by the 2005 deadline, which
marked a formidable achievement of
the Commission, the Council and the
Parliament. However,
implementation of
some measures (e.g.
Markets in Financial
Instruments Directive,
Capital Requirements
Directives) in the
Member States is still
ongoing.

The FSAP was focused
on wholesale markets
and supervision, which
corresponds to the
logic of financial inte-
gration, where capital
markets are the driv-
ing force and big fi-
nancial institutions are

the first movers. Since 2005 therefore the
removal of obstacles to the integration
of retail financial services has been the
priority in the Commission’s work.

Investment services - MiFID arrives

The ground-breaking change for invest-
ment services business in the EU will be
introduced by the Markets in Financial
Instruments Directive (MiFID). Adopted
in 2004 as an upgrade of the former In-
vestment Services Directive, MiFID en-
ters into force in November 2007. It will
transform the landscape for the trading
of securities and introduce competition
and efficiency throughout Europe’s finan-
cial markets.

It is good news for investors because it
will both give them greater choice and
increase their level of protection. It will
drive down the cost of capital for com-
panies, generate growth and boost com-
petitiveness of EU capital markets.

MiFID will significantly increase compe-
tition across borders. It will do this by
substantially updating the so-called 'single
passport' for investment firms. It will also
lead to a step-change in competition be-
tween various types of companies dealing
with securities trading: investment firms,
stock exchanges and other trading ven-
ues.

For the first time in many countries, trad-
ing in shares will not be the sole preroga-
tive of the local stock exchange. Share
trading will be able to be done on the
stock exchange as before, but also on an
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electronic trading platform, a voice bro-
ker,a so-called ‘systematic internaliser’,or
via a bilateral OTC transaction. This will
put significant pressure on exchanges to
reduce costs and to better match
investors’ needs. This in turn can
only lead to more investors using
capital markets, and more deep |
and liquid capital markets.

Investor protection will be
strengthened by MiFID as the |
rules will be harmonised at a high &
level so that investors can feel
confident in using the services of invest-
ment firms wherever they are in Europe
and wherever the investment firms come
from in Europe.

For the first time, there will be strong EU
rules covering the core investor protec-
tion topics: best execution, information
to clients, order handling, suitability, in-
vestment advice, inducements and con-
flicts of interest.

Banking - freedom of establishment

Over the past |5 years, considerable
progress has been made in the field of
EU banking legislation. Recent Directives
reflect global developments and enact
Basel Il rules agreed at G-10 level.

Community law concerning banking aims
to ensure the freedom of establishment
of credit institutions and the free provi-
sion of financial services in the EU.

More specifically, it harmonises the es-
sential conditions for access to and the
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exercise of banking activity in the EU
and lays down minimum requirements as
regards prudential supervision of credit
institutions.

The purpose of prudential supervision
is to prevent bank failures and safeguard
both depositors and the overall stabil-
ity of the financial and economic system.
The Directives have also encouraged
enhanced risk management by financial
institutions. The implementation of these
Directives into the law of the Member
States ensures continuing financial stabil-
ity and maintains confidence in financial
institutions, thus protecting consumers.

In the event of a bank failure, the Directive
on Deposit Guarantee Schemes ensures
that depositors are reimbursed at least
20,000 euro by such a scheme under na-
tional law.This not only protects a part of
the depositor's wealth but also
prevents contagion across the
broader banking system.

Single market for insurance

The objective of EU level insur-
ance legislation is the creation
of a single market for insurance
products and services. Such leg-
islation must also protect consumers, in
particular individuals for whom the safe
delivery of promised benefits is vitally
important.

To achieve this goal, the EU has intro-
duced prudential rules in the fields of life
and non-life insurance.These rules estab-
lish an 'EU passport' (single licence) for
insurers based on the concept of mini-
mum harmonisation and mutual recog-
nition. Rules have also been introduced
for insurance intermediaries conducting
their activities throughout the EU, as they
play a pivotal role in the process of selling
insurance products in the EU and in pro-
tecting the interests of policy-holders.

In addition,a number of specific measures
have been introduced for motor insur-
ance.These measures have made the free
movement of motorists and their vehi-
cles in the EU a reality and have permit-
ted the abolition of border checks on in-
surance, so that vehicles can be driven as
easily between Member States as within
one country. Particular attention was also

paid to improving the situation of victims
of cross-border road accidents.

Despite the excellent progress made,
work continues apace in the insurance
field. The Commission has just adopted a
proposal for a Solvency Il Directive look-
ing to overhaul and modernise the cur-
rent prudential rules. Once adopted, it
would introduce the most advanced and
modern solvency system in the world.

Occupational pensions

The past |5 years we have also seen
progress in the field of occupational pen-
sions with the introduction of legislation
that allows pension funds to manage oc-
cupational pension schemes for compa-
nies established in another Member State
thus permitting a pan-European company
to require only one pension fund for all of
its subsidiaries throughout Europe.

UCITS

Investment funds provide retail investors
with access to professionally managed
and diversified investments on affordable
terms.

The European fund industry currently
manages over 6 trillion euro of assets.
The cornerstone of the EU regulatory
framework for investment funds is the
UCITS Directive ('Undertakings for Col-
lective Investment in Transferable Securi-
ties'). UCITS are a type of specially con-
stituted collective investment portfolio,
whereby the fund's investment policy and
its manager are authorised and regulated
in accordance with specific requirements.
UCITS benefit from a ‘passport’ allowing
them to be offered to investors in any
EU jurisdiction once authorised in one
Member State.

The UCITS Directive has proved an im-
portant first step towards integrated and
competitive European markets for invest-
ment funds. Assets under management
have grown fivefold over the past ten
years and they currently account for 13%
of European households’ financial assets.

The growing importance of this business
means that there will be a need for con-

Financial Services

tinued attention to the modernisation
and development of the EU legislative
framework.

The Commission therefore intends to
make a series of targeted improvements
to the UCITS Directive. They will focus
on ensuring that investors are in a posi-
tion to make informed investment deci-
sions and improving the possibilities for
fund managers to operate effectively on a
cross-border basis.

European investors will need a capable
and well-regulated asset management
business as increasing longevity of EU
citizens requires them to take more re-
sponsibility for their long-term financing
needs.

Retail Financial Services

In 2007, the Commission published a
Green Paper on Retail Financial Servic-
es. It is currently considering a range of
measures to improve the functioning of
retail markets and to make sure that the
benefits of the Single Market are passed
on to Europe’s citizens. These include
initiatives to improve the cross-border
provision of financial services, to improve
customer mobility, to empower citizens
as well as to protect consumers where
necessary.

Retail financial services are expected to
be a key element of the final report on
the Single Market in the 2Ist Century,
due later this year. Action will only be
pursued where there is evidence of clear
and concrete benefits for citizens and a
strong economic rationale.

http://ec.europa.eu/internal_market/finances/index_en.htm
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Payment Services

A single euro payments area
is now within sight

c Ithough the Single Market has ex-
isted since 1993 and citizens and
business have been able to buy

and sell using euros since 2002, the Sin-

gle Market for payment services remains
hugely fragmented along national lines.

For example, the majority of national
debit card schemes only cover payments
in national markets. And yet, an efficient
payments system remains a cornerstone
for a properly functioning internal mar-
ket.

The high cost of cross-border payments
in the EU has therefore long been viewed
as a problem by the Commission. In
1994, it adopted a proposal (Directive
97/5/EC) to improve the efficiency of
cross-border trans-
fers by providing a

harmonised legal
framework.
However, progress

was difficult and
cross-border  pay-
ments  costs  re-
mained high. A regu-
lar series of questionnaires carried not
by the Commission in the period 1993-
2002 showed that on a 100 euro transfer,
on average between |7 and 25 euros of
the payment were eaten up by transfer
costs.

With the adoption of the euro, the costs
of cross-border payments became espe-
cially visible. This led the Commission to
propose Regulation (EC) No 2560/2001
which eliminated by law differences in
price between corresponding cross-bor-
der and national payments in euro.This in
effect encouraged the European banking
sector to modernise the EU-wide pay-
ment infrastructure and to establish an
integrated payments market for euro
payments.

Modernisation efforts

These modernisation efforts needed to
be accompanied by an appropriate legal
framework for integrated electronic pay-
ments market in the EU.Therefore in De-
cember 2005, the Commission unveiled
plans for the creation of a ‘single euro
payment area’ (SEPA) by 2010 with its
proposal for the Payments Services Di-
rective (PSD).

The PSD will establish the legal condi-
tions to make electronic payments in
euro between EU Member States ‘as easy,
cheap and secure’ as domestic transfers.
Cross-border payments will become
much faster and easier. For example, an
electronic credit transfer in euros must
be credited to the recipient’s account -
no matter where it is located in the EU
- by the end of the next business day at
the latest, and cross-border direct debits
in euro will become possible for the first
time.

The new legislation sets out to unify pay-
ment rules across all EU Member States
and at the same time increase competi-
tion by opening up payments markets to
new players called payment institutions.

Through increased competition and the
greater efficiency made possible through
the economies of scale of an integrated
payments market, the Commission fore-
casts that the SEPA could generate pay-
ment savings of over 25 billion euros
every year for businesses and consumers.
Furthermore, if SEPA is developed as a
launch pad for the automation of busi-
ness processes linked to the payment
chain such as elnvoicing, then additional
annual savings of as much as 100 billion
euros or more are possible. Similar ben-

efits are already being achieved in some
Scandinavian countries with highly au-
tomated payment systems. There seems
no reason why these services could not
over time be just as successfully rolled
out across Europe.

At the same time, citizens and businesses
need protection and legal certainty when
making payments throughout the EU
electronically. Therefore, whatever the
payment instrument used (e.g. card pay-
ments, credit transfers, ePayments, direct
debits, etc.) the PSD provides users with
a high level of protection and legal cer-
tainty, independent of the origin of the
payment instrument. Moreover, although
the focus of the SEPA is on the euro, the
PSD also grants these benefits to non-
euro, national currency payments.

The PSD will come into force on | No-
vember 2009, but banks will already be
launching SEPA products from the start
of 2008.The target is that by the end of
2010, a critical mass of payments will be
made using the new SEPA products. At
long last, the single euro payments area is
now within sight.

http://ec.europa.eu/internal_market/qualifications/index_en.htm
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Money laundering

Countering cross-border
inancial crime in the EU

he downside of open, fast moving

financial markets is the risk of us-

ing the financial sector for laun-
dering money from criminal activity. The
fight against money laundering has been a
political priority of the EU for a number
of years, given its importance in protect-
ing the reputation and stability of the fi-
nancial system and supporting efforts to
combat organised crime.

Far-reaching  anti-money  laundering
measures are already in place as a result
of the first and second EU Directives
which have led to the introduction of
significant controls designed to facilitate
the detection and prevention of money
laundering.

The Third Anti-Money Laundering Di-
rective, adopted in June 2005, builds on
existing EU legislation and incorporates
into EU law updates made to the Forty
Recommendations of the Financial Ac-
tion Task Force (FATF), which is the in-
ternational standard-setter in the fight
against money laundering and terrorist
financing.

The Directive is applicable to the finan-
cial sector as well as lawyers, notaries,
accountants, real estate agents, casinos,
trust and company service providers. Its
scope also encompasses all providers of
goods, when payments are made in cash
in excess of 15,000 euro.

Obligations under the Directive

Businesses and individuals subject to the
Directive need to:

* identify and verify the identity of their
customer and of its beneficial owner, as
well as monitor their business
relationship with the customer;

* report any suspicions of money
laundering or terrorist financing to the
national financial intelligence unit;

* take supporting measures, such as
ensuring the proper training of the
personnel and the establishment of
appropriate internal preventive policies
and procedures.

From drug money to terrorism

The Third Directive ensures that the defi-
nition of money laundering includes not
only the concealing or disguising of the
proceeds of serious crimes such as drug
trafficking (as defined in the framework of
police and judicial cooperation between
Member States) but also the financing of
terrorism with either criminal or legally
acquired money.

More specifically, the Directive extends
the anti-money laundering obligations to
providers of services to companies and
trusts and life insurance intermediaries.
It goes beyond the FATF requirements in
bringing within its scope all persons deal-
ing in goods for cash payment of 15,000
euro or more.

The Directive sets out detailed 'know
your customer' requirements and, like
the FATF Recommendations, introduces
a risk-based approach.

Money laundering counter-strategies

Due to its nature, money laundering, in its
most significant forms, takes place in or
through the financial markets and other
exposed economic sectors.

It is no longer about the small guy depos-
iting cash in a bank account. It is much
more sophisticated, involving legal per-
sons (and front/shell companies), numer-
ous wire transfers, trade-related transac-
tions etc. Criminals are always ahead and

different kind of launder-
ing typologies are used.

For these reasons, mon-
ey laundering cannot be
tackled only with law
enforcement/prosecu-
torial tools: a ‘financial'
preventive approach is
also needed. It is impor-
tant to detect money
laundering patterns and
proceeds flows, in order
to allow for an intelli-
gence-led approach to
the fight against money
laundering.

Cooperation amongst institutions

For this, the cooperation of the financial
sector is key. Financial institutions must
be involved, both to prevent their misuse
and to identify, at an early stage, criminal
activities.

The international and EU standards de-
veloped over the past 20 years have led
to the identification of specific tools
aimed at:

* knowing who the customers are and
what they do;

* record keeping, to ensure there is the
'paper trail' needed to support analysis
and investigations;

* active collaboration, through the
identification and disclosure of suspicious
client activities to specialised competent
authorities (so-called financial intelligence
units, FIUs).

http://ec.europa.eu/internal_market/company/financial-crime/index_en.htm
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