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UNICE COMMENTSON THE COMMISSION’S STRATEGY
FOR THE | NTERNAL M ARKET.

1. These comments concentrate mainly on those areas for which the internal market
directorate has direct authority, and for which it should be the lead operator. The
other policies — with which there, no doubt, should be an interface — are mentioned by
exception. In these areas the lead initiative should be taken by other directorates such as
competition, environment €tc.

2. There should be no contradiction between citizen's welfare and the needs of business.
The economic vaue created through business, and employment, is the basis of welfare
for the citizen.

3. Economic reform — the Cardiff process — is of great importance for the future
functioning of the interna market and economic development and growth. This is a
horizontal issue which needs co-ordination at the highest level. It is a welcomed
development that the internal market directorate takes on this co-ordinating role.

4. Services are an increasing and growing part of the economy, and now employ some two
thirds of the European work force. The cross border ddivery of services needs to be
facilitated. The freedom of movement of people is closely linked to services. Good work
is being done, and especidly the rulings by the European Court are enabling the process.
The interna market directorate has an important task to keep services in the spotlight —
not only financia services but all services.

5. The completion of the single market in financial services isfar from complete. This
is a high priority for business as users of financia services. The importance of the issue
transcends the sectoral importance, monetary union’s benefits can only be achieved if
there is area freedom of movement of capital in Europe. The single currency can only
benefit enterprise if the capital markets function properly across borders. Pension reform
is one of the most urgent issues, not only to deal with the social needs of an increasingly
grey population, but aso to allow the accumulated savings to be invested in businesses
through equity and loans, venture capital etc.

Art 56 is specific about the freedom of movement of capital — many of the regulatory
agencies in Europe are in clear breach of this through their demands that transactions



have to be executed in their country, and that portfolios have to take a large part of
government debt. The lower returns on savings are a magjor disadvantage for the saver.

The Commission needs to remove actively the barriers to the freedom of movement of
capita, and promote the freedom of financia services if Europe isto achieve its growth
objectives.

Enforcement of single market legidation is important, and requires consderable
vigilance on the part of the Commission. Now that the legd instruments are largely in
place, the priority shifts to enforcement and the prevention of new barriers to the
freedom of movement of goods arising. The environment has often been used as an dibi
for protectionism, and the internal market directorate has a duty to act as watchdog to
see that proportionality prevails.

Technical barriers to trade, standards and mutual recognition are the key to the
freedom of movement of goods, and a great dedl till has to be done.

Intellectual property rights are of ever greater importance in an economy which
depends on innovation for growth. This is the area in which UNICE — representing the
owners of the property that needs to be protected — has mogt difficulty with the work
programme proposals.

The published list of operationa objective no. 1.3, does not reflect the needs of the
find customers The firg two items of the lid, utility modds and internationd
exhaugtion, are negative priorities. The proposads asthey stand are not well thought out
and present grest latent problems especidly for SVIES, who risk becoming caught up in
litigation around their existing business practices. This is an indugtry in the USA, and
the utility modd proposa crestes a new hunting ground which promises to be a
paradise for trid lawyers but a nightmare for the normd entrepreneur. The man
priority for busness is put on the bottom of the lis — a Community patent is what
SMEs need urgently. One that is quick and cheap. The other priorities are designs,
copyright and counterfeiting. UNICE has prepared a separate note on its priorities for
IPR.

Better regulation is increasingly important but difficult to achieve. The creation of
smple and clear regulation is essentia for good compliance. The cumulative effect of
the steady stream of new regulation makes compliance virtudly impossible for the
average SME. They need to spend a lot of money on consultants to help them through
the knots of red tape.

The SLIM process is promising but the lack of action at Council leve is a serious
concern. Business needs to focus more on member states once the Commission has
doneitsjob.
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The Commisson could learn from Japan which has undertaken a mgor regulaory
reform process. Their gpproach has been top down, setting specific targets to reduce
the cods for citizens, and the cost of government. This may be a more effective
approach than the bottom up approach tried in the Malitor exercise, SLIMSs etc.

Company law — a key competence of the internal market directorate — is not given the
attention it deserves. The main item missing isalega instrument for the unquoted private
company —mainly SMEs — to be able to work easily cross border. The complexity of
national legidation is such that there is area risk that the potentia of the internal market
cannot be accessed by the large mass of SMEs. That would be against the spirit of the
entire exercise.

UNICE suggests that the Commission should take the initietive to propose a new legd
ingrument for the European Private Company. A separate note has aso been
prepared in UNICE on Company Law and Accounting issues

Tax barriers are still a consderable obstacle for cross border business integration, and
these barriers should be eliminated. Urgent topics include the so-caled Arbitration
Convention (dealing with transfer pricing disputes between member states), solutions for
cross-border loss compensation and adoption of the directive on interest and royaties
withholding tax.

With regard to VAT, an immediate god is the smplification of the current system. In
the meantime, work should resume on design of a common definitive system adapted to
business needs. With regard to VAT and eectronic commerce, UNICE seeks a
coherent, trangparent and fair system that should maintain tax neutrdity and diminate
the comptitive disadvantage of EU companies in relation to non-EU companies. Any
new legidation should ease rather increase the administrative burden on business.

The harmonisation of energy product taxation at EU level should be carried out in such
away that it will not harm the competitiveness of European companies.

The integration of the environment into the economy — and vice versa — is the key
to the concept of sustainable development. To date more emphasis has been put into
integrating the environment policies into other areas such as the internal market, industry,
agriculture. As much emphasis needs to be put into mainstreaming environmental policy,
so that it does not create new barriers to trade or fragment the internal market.

Keeping the internd market high on the Community agenda is very important. A
gmoothly functioning single market is key for the competitiveness of European
business.

Regarding the scoreboard, UNICE'S EEA members have asked to be added to the
list since the interna market measures are directly applicable to them.
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The work programme needs more focus on specific issues and measurable deadlines.
The scope is too wide to be manageable, and is therefore also difficult to communicate.
One mgjor issue is not given sufficient attention — the implications for the internal market
of enlargement. Enlargement is the single biggest economic and political chalenge facing
the EU and it will have many direct implications for the internd market. These
implications need to be assessed in a great deal more depth than is indicated in the
current work programme.

The introduction of an annual cycle of monitoring the strategy is an excellent ideg, asis
the idea of ensuring that these adjustments are consistent with the structura reforms in
product and capital markets defined in the Broad Economic Policy Guidelines.

Since the work programme covers afive year period, it should take some account of the
new IGC. Some of the key issues will be the extension of QMV for implementation of
al internal market measures, the future of Art 100a, derogations and the interna market,
to mention but a few.

The eve of enlargement and the introduction of the euro would be the moment to put into
place some few key elements of the internal market against a new deadline of 2002.

In this regard, there are four major missing elements; the community patent, a smple
company statute for SMEs, the liberdisation of financia services (especialy pension
funds) and a VAT system adapted to business needs. Focus on these four important
issues will concentrate the mind of al the parties — including the member dates.



