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ABOUT UNICE ...

UNICE - the Union of Industrid and Employers Confederations of Europe - isthe voice of business
vis-avis the inditutions of the European Union. Its 39 members are the multi-sectora industriad and
employer organisations from 31 European countries, representing more than 16 million companies,
mostly small and medium-sized enterprises. UNICE is dso a partner in the Socid Dialogue at EU
leve.

UNICE's principal mission isto inform and influence the decison-making process a EU leve o that
policies and legidative proposas which affect business in Europe take account of companies needs.
UNICE's overriding priority is to promote competitiveness of the European business and investment
environment, the only way to achieve higher growth and durable employment.

BUSINESS NEEDS AN EFFICIENT COMMISSION ...

European business must be able to operate in a stable, coherent and predictable EU legidative and
regulatory environment. An effective Commisson can be an objective dly for the busness
community in seeking to develop a more competitive European economy. Europes redive
underperformance in terms of week growth, low employment rates, and insufficient incentives to
invest and to innovate, reflects at least in part policy wesknesses by European governments and the
EU inditutions. UNICE therefore calls on the new Commission to put competitiveness on top of the
political agenda and to make it the key Strategic objective of dl its policies.

UNICE dso welcomes a number of recent changes in the Commisson's methods of operation,
aming to improve the quaity, coherence and management of different EU policies which have a
direct impact on companies. In particular, it welcomes the decison to consolidate a number of
separate policy respongbilities into one horizontd directorate for enterprise and the information
society.  To improve consistency further, UNICE would generdly support reorganisation of other
related policy aress.

In future it will be important for European business that the Commisson ensures implementation of
the new Treaty's obligations with respect to:

gysematic and timey consultation of al intereted parties as soon as new measures are
envisaged (use of green and white papers); the outcome of such consultations should be made
public and full account taken of advice given by those concerned;

compliance, on a verifidble and objective bass, with the principles of subsdiarity and
proportiondity, from the earliest stages of definition of new proposds. Where EU legidation is

necessary, it should be better drafted and developed through a more open and transparent
regulatory system, based on independent impact assessment and cost/benefit andysis.

EUROPE NEEDSMORE ENTERPRISE ...

Enterprise is the key to economic development, higher living standards and sustainable socid
progress. Achievement of these objectives requires, above dl, adynamic and competitive enterprise
sector, efficient markets and regulatory frameworks to encourage innovation, as well as market-
oriented public policies.

Despite recent improvements in the overdl macroeconomic environment, notably linked to the
edablishment of EMU, the EU business environment remains less supportive of entrepreneurship
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than that of other developed economies outside Europe. As a result, growth and development of
new businesses, particularly SMEs, is held back.

To improve Europe's overdl economic performance and, criticaly, its ability to generate many more
new jobs, it is therefore essentid to improve the business environment for entrepreneurs in many
Member States. UNICE's priorities to bring about such a supportive environment have been detailed
in arecent benchmarking report. Action is needed, at al appropriate levels, to:

reduce excessive fiscal and regulatory burdens on the private sector and increase the efficiency
of public sector activities,

enhance openness, flexibility and adaptability of dl markets,

foster the spirit of enterprise and establish a better balance between risks and rewards of doing
businessin Europe.

To the extent that virtudly every aspect of company lifeis affected by EU policies and legidation, the
Commisson has an important role to play in shgping a more favourable business environment in
Europe. Competitive pressures will continue to increase under the combined effects of globalisation
of economic relaions, technologica progress and the advent of eectronic commerce. A key
chdlenge for the Commission as well asfor nationa governments, will be to facilitate and accompany
the process of continuous structura change, rather than dow it down.

REAPING THE FULL BENEFITSOF EMU ...

The success of EMU s vitd for European competitiveness. Cregtion of a broad euro area of
macroeconomic gability, low inflation and low interest rates benefits enterprises and consumers
dike.

The single currency and sound macroeconomic policies will not, however, solve dl problems. They
must be accompanied by further economic and structura reforms — in line with the objectives of the
so-cdled “Cardiff” process. In particular, action is needed, by the Commisson as well as by
national governments, to:

pursue sound budgetary and fiscal policies consstent with the disciplines required for durable
convergence, economic growth and the absolute requirement to reverse the trend of excessve
overal tax burdens on business in most Member States. The EU taxation Strategy must be
recast in this framework;

develop a pan-European capitd market and support the establishment of truly liberalised and
competitive markets for financia services, without progress in these areas, the full benefits of the
single currency in terms of lower financing cogts for companies and greater consumer choice will

not be reaped;

make labour markets more efficient and maximise the benefits in terms of employment creetion,
given that nationa monetary policies can no longer compensate for uncompetitive cost and
inditutiond rigidities
Under EMU, a more effective framework for economic policy cooperation, particularly in the euro-
11 context, is dedrable but it is a means and it should not be pursued for its own sake. The
Commisson will, however, have to ensure that existing Treaty provisons on convergence, stability
and multilatera survelllance are effectively implemented by Member States.  Similarly, it will be
important for busness to be able to communicate effectively the needs of the red economy to
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European economic and monetary authorities. UNICE intends to be an active partner in the new
Macroeconomic Diaogue together with the Commission, the Council and the European Centra
Bank.

The Commisson will dso certanly have a centrd role to play in the run-up to the physcd
introduction of the euro on 1 January 2002. This will require thorough preparation, both technica
and psychological, and involvement of al the economic operators concerned in Member States. At
the EU level, UNICE is ready to contribute to al appropriate information and communication
initiatives to ensure a smooth introduction of the euro.

COMPLETING THE SINGLE MARKET ...

Despite very good progress, which has dready had a positive impact on growth and employment,
the potentia of the single market has gl not been fully exploited. Completion and consolidation of
the sngle market must be an overriding priority for the new Commisson since a better functioning
sngle market is dso an essentia condition for the success of EMU.

In severd aress of gpecid importance to business, the single market il functions imperfectly or it is
incomplete. Thus, in particular:

legal and tax problems continue to be magor obstacles to the emergence of competitive pan-
European business structures, as well as to cross-border operations and investments. The new
Commission should seek to refocus the EU gpproach to these problems on the actua needs of
companies in the Sngle market;

full liberaisation of public procurement, utilities, trangport and financid services isincomplete and
implemented unevenly across Member States,

excessve levels of industrid date aid continue to distort competition, reduce efficiency and
prevent much needed restructuring; the Commission's recent proposas to modernise EC
competition law should be reviewed to limit the risks of re-nationdisation of competition law and
fragmentation of the Sngle market;

sandardisation and mutua recognition of nationa regulations remain insufficient in many Member
States, the introduction of new rules and norms which differ between Member States, notably
linked to the environment and hedlth, is creating new barriersto trade;

completion of the single market in the field of intdlectud property needs to be given higher
priority and political support.

In addition to taking action to speed-up the implementation of agreed market liberalisation measures,
the Commission should take action to smplify the regulatory environment in order to increase the
effective leve of competition in many of these markets The Commission should continue to use
"SLIM" initiatives for regulatory smplification. However, agenerd rather than a piecemed gpproach
IS needed. Bugness should be fully involved in the sdection of initistives and, above dl,
implementation by the Council of resulting recommendations should be subgtantialy improved.

Over the next few years, the development of the information society and, in particular, of dectronic
commerce, is expected to radicaly transform the business and trade environment, internationaly as
well as within the European single market. Business asks the Commission to anticipate the effects of
these changes by promoting the establishment of a forward-looking and congtraint-free eectronic
commerce environment, adapted to the needs of users and providers dike.
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EMPLOYABILITY ISTHE KEY TO MORE JOBS...

Europe urgently needs more employment cregtion to bring down its excessve levels of
unemployment which, in contrast to other advanced economies, are both much higher and
predominantly of a structura nature.

This can only be achieved, and sugtained, through improved competitiveness, higher economic
growth and effective structurd reforms, especidly of labour markets, aiming to:

increase their flexibility and efficiency;
lower excessve overdl costs of employment;
enhance employahility rather than overprotection of the workforce.

Most of the necessary reforms to achieve these objectives must be taken in Member States, not at
EU leve, given the great diversity of nationd Stuations and labour market practices. However, the
Commission plays an important role through the European employment guidelines and as facilitator of
benchmarking and exchanges of experience with a view to promoting best practices, as opposed to
forced harmonisation.

UNICE supports an integrated employment drategy that is consstent with monetary stability and
budgetary discipline.  However, with regard to the "Luxembourg” employment process, it is
concerned to see that Member States have tended to concentrate on the less demanding
recommendations and have not made progress on key issues, such as the reduction of the overal tax
burden on business and of indirect labour costs. For the future, the Commission should give priority
to ensuring an evenrhanded implementation of the agreed employment guiddines, rather than
proposing new ones.

For far too long, employment policies have been mainly equated with socid policy gpproaches,
including a EU level. The time has come to adopt a more broadly-based economic approach,
repecting the principles of subsidiarity and proportiondity.  Furthermore, within their areas of
competence, priority should be given to action by socid partners at al appropriate levels.

In this context, the European socid didogue can play a useful role as long as objectives and
respongbilities are well understood, and the autonomy of the partnersinvolved is respected. For the
socid didogue process to be successful, including where judtified through negotiation of joint
agreements, it is essentid that the EU indtitutions and, in particular the Commission, adopt a more
even-handed position than has been the case in the past vis-a-vis palicy initiatives that are the subject
of discussion between the socid partners.

M OVING TOWARDS SUSTAINABL E DEVELOPMENT ...

Sugtainable development must be based on a badance of environmenta, economic and socid
policies, which are integrated into coherent Community overal policy approaches. UNICE stresses
that integration of these policies must become a key priority for dl Community Indtitutions.

UNICE cdlsfor the introduction of an overal EU environmenta policy framework, desgned to
drengthen and motivate companies own environmenta initiatives, encourage development of
new multi-stakeholder partnerships, as well asto ensure an improved quality of legidation which
can be implemented effectively.
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Climate change is one of the greatest chalenges of sugtainable development and integration.
Moativation, leading to voluntary action, will be particularly important in changing the attitudes of
al consumers. Nationd and Community action is needed to support voluntary initietives and
long term agreements, which will be key dements in industry’s contribution to mitigating
greenhouse gas emissions. Hexibility of response will be a crucia aspect to ensure industry
responses are cogt-effective. For UNICE, agreeing rules for the Kyoto mechanisms is a priority
because, if properly designed, they offer such flexibility and can have an important role in
providing cost-effective options.

M AKING A SUCCESSOF EU ENLARGEMENT ...

Integration in the European Union of the on candidates is one of the greatest chalenges facing
Europe in the coming decade. The process is complex, but what is at stake is vitd for security and
prosperity in Europe. Enlargement, based on the principles of democracy and market economics,
represents a unique opportunity to improve the competitiveness of companies in the EU and in the
candidate countries, a source of growth and jobs. The main economic conditions for success are:

complete adoption of the acquis communautaire and its implementation. Both of these are
necessary to ensure the smooth functioning of the enlarged single market. The date for each
candidate country's accession to the Union must be linked to this condition being met. Trangtion
periods will have to be negotiated for a number of particularly delicate questions, but these
should be as limited in scope and as short in duration as possble. EU assistance should facilitate
the reforms and adaptations made necessary by adoption of the acquis in these aress,

close consultation, across Europe, of companies and their professona organisations throughout
the enlargement process. The success of reforms depends on their full support for the process.
Actions by UNICE and its member federations seek to strengthen representative organisations
in the candidate countries so that the latter can play ther full role a nationd level and help their
members to adapt to the acquis communautaire and come to grips with increased competition.

In the post-Kosovo context, the role of the private sector is crucia for the economic recovery of the
region. In that context, European business attaches great importance to implementation of the
Stability Pact for South Eastern Europe and the new EU Stability and Association process for these
countries, which ams at bringing them closer to the prospect of full integration into EU Structures,
through new contractud relations (Stabilisation and Association Agreements). UNICE cdls on EU
authorities to be closdly consulted on the business-related aspects of these initiatives.

STRENGTHENING THE PRESENCE AND INFLUENCE OF EUROPE IN THE WORLD ...

The interdependence of economies is growing, globdisation of markets is intensfying. If the
European Union is to gain the full benefits of these profound changes, substantia adaptations to its
external economic policy are necessary, aming, in paticular, to streamline and consolidate EU
competence in related trade policy matters. The voice of the EU in the internationd bodies which
define the ground rules for this new internationa environment will be more effective and European
interests better defended as a result.

The European Union should be in the leadership at the World Trade Organisation (WTO): the
EU represents around one fifth of world trade in goods and one quarter of trade in services.
European markets are very broadly open to goods, services and investments from non-EU
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countries. The EU receives around 20% of world imports. UNICE actively supports this policy
of openness. In return, it expects comparable access to the markets of its trading partners.

To achieve this objective, UNICE fully endorses pursuit of market opening in the framework of
rules defined and accepted jointly in the WTO. It actively supports launch of a new
comprehensive round of negotiations in the year 2000. This round must be forward-looking,
and seek to strengthen and deepen the multilaterd trading syssem. Among other things, it must
attack al obstacles which hold back the development of economic activities while ensuring that
other objectives of generd interest are met, notably in the areas of environment, socid
sandards, hedlth and development. Development of WTO rules for internationd investment isin
the interests of al WTO members.

The EU should drengthen partnership with its trading partners. in pardld with the multilaterd
approach, UNICE supports a degpening of the EU's relations with its partners at bilatera and
regiond level. It is essentid that the agreements covering various types of cooperation concluded
in this way are baanced and contribute to liberdisation and expanson of world trade in
conformity with WTO rules.

CONCLUSION

Strong overdl competitiveness of the economy is a key condition for building and enlarging a
prosperous European society in the next millenium.

UNICE isready to play its part in helping the EU indtitutions to make progress towards redlisation of
this objective. It hopes and expects the new Commisson to consult and involve representative
business organisations systematically in the EU policy-making process. To be effective and therefore
of red vaue to both sides, consultation must take place as early as possible and be conducted in a
transparent fashion.

This genera memorandum outlines the key policy objectives and guiding principles which UNICE
would like to address to the Commission as a whole. Separate submissions will be addressed to
individua Commissioners within their specific areas of responghility.



