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1995: ENLARGEMENT AND NEW CHALLENGES

The European Community was designed from the beginning to
be an open structure. It has just acquired three new Member
States.

Since 1 January 1995, the Europe of the Fifteen has been faced
with new challenoes

The Treaty of Rome, the Single Act and the Treaty on European
Union were important staoes in the process of constructing
FEurope. It now remains f01 economic and monetary union to
become a reality if we wish the policies we have drawn up in
common to be more effective and, above all. the citizens of the
Union to be brought into closer contact.

By collecting, harmonizing and disseminating information on all
aspects ol economic and social life, Furostat is playing a crucial
role — that of providing the European Union with a high-qual-
ity statistical service — at the very heart of this dynamic process.

The aim of this publication, which is intended primarily for
educational purposes, is to supply all those interested in and
seeking a better understanding of Europe with increasingly ac-
curate, independent and objective information.

This fourth edition sets out to fulfil one of the primary tasks of
statistics: to explain.

My

Yves-Thibauli de SILGUY
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THE
EUROPEAN
UNION

1947 :
Marshall Plan for the economic revival of a Europe devastated by war

17 MARCH 1948

Benelux Treaty enters into [orce

1948

Creation. of the Organization for Ewropean Economic Gooperation (OFLC) o administer the

Marshall Plan aid

1949

Creation of the Council of Europe based in Strashourg

9 MAY 1950

Schuman Declaration

18 APRIL 1951
Signing of the Treary of Paris establishing the European Coal and Steel Community (ECSC)

1952-54
Development and failure of the plan for a European Defence Communiry (EDC)

25 MARCH 1957

Signing of the Treaties of Rome establishing the Ewropean Economic Community (EEC) and the

European Atemic Energy Community {Euratom}

1967
Merger of the executive mstitutions of the three Communities (ECSC, EEC and Euraton)

1 JULY 1968

Cornpledon of the customs union

1968

Introcuction of the common agricultural policy (CAP)

22 JANUARY 1972

Signing of the Treaties of Accession of Denmark, lreland, Norway and the United Kingdom

1 JANUARY 1973
Denmark, Ireland and the United Kingdom join the Buropean Community (EUR 9)

23 MAY 1979

Signing of the Treary of Accession ol Greece

JUNE 1979

First election of the European Parliamerd by divect universal suflrage

1 JANUARY 1981

Greece joins the Community (LUR 10}
12 JUNE 1935 &

Signing of the Treaties of Accession of Fortugal and Spain

1 JANUARY 1986
Porrugal and Spain join the European Community (EUR 12)

FEBRUARY 1986 to 1 JULY 1987

Signing of the Treaty and entry into foree of the Single Act

3 OCTOBER 1990

Unificarion of Germany

7 FEBRUARY 1992

Signing ol the Maastricht Treaty setting up the Furopean Unien

2 MAY 1992

Signing in Oporto of the Treary seuling up the Furopean Economic Area

1 JANUARY 1993
Completion of the Buropean single market

1 NOVEMBER 1993
Establishment of the Curopean Union with the entry e lorce of the Maastricht Treacy

1 JANUARY 1994

Establishment ol the Earepean Econemic Area

24 JUNE 1994

Signing of ¢he Treaties of Accession of Ausiria. Finland, Norway and Sweden

1 JANUARY 1995

Austria, Finland and Sweden join. the European Union (TUR 15)
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BUILDING THE
EUROPEAN UNION:
FROM A DIVIDED
EUROPE TO THE
EUROPEAN
COMMUNITY

The building of the European Community — which
various bodies for economie, financial and eultural
cooperation had initiated at the end of the Second World
War — really got under way with the creation of the ECSC
in 1952 and continued with the establishment of the EEC
and Euratom in 1958. From the six original members, the

Community gradually grew to nine in 1973, 10 in 1931,
and 12 in 1986. In 1995, the European Communilty, by
then the European Union, expanded its membership to
15. At the same time, it acquired greater depth thanks to
the introduction of common policies and actions in
economic, monetary and social spheres.

The Organization for
European Economic
Cooperation (OEEC)

Divided and devastated in the after-
math of the Second World War, the
couniries of Western Ilurope weve
hrought rogether for the first time to
develop close and effective coopera-
tion within the Organization for
European FEconomic Cooperation
(OELEC), which was set up in 1948 10
administer the aid granted by the
United States under the Marshall
Plan. By gradually Liberalizing trade
and payvments. the OEEC hoosted
comumerce between its members.
In 1960, it was superseded by the
Organization [or Economic Coopera-
tion and Development (OECD),
which was gradually joined by all the
major Western industrialized natons.

The Council of Europe

In 1949, (he idea of a united Furope
took shape with the establishment of
the Council of Europe, set up to pro-
mote cooperation in the political,
economic, cultural and social

spheres. The organization’s achieve-

ments have been limited, however,
remaining largely confined 1o the
protection of human rights and the
cultaral and social fields.

The Euvrepean
Coal and Steel
Community (ECSC)

Neither the OECD nor the Council of
Europe was a supranational body,
because the member counties re-
fused to yield any part of thefr sover-
eignty. The process of building Eu-
rope was launched on @ May 1950,
when the French Foreign Minister,
Robert Schuman, proposed that all
the countries of Europe set up a coal
and steel comunity ro be adminis-
tered by a supranational “High Au-
thority’. The Schuman Declaration
developed Jean Monuet’s idea that
Europe should be built hrick by
brick, via modest, but concrete,
achievements that would gradually
establish de facto solidarity between
the countries. This led, in 1951, to
the signing by six countries —
France, ltaly, Germany and the three
Benelux countries (Belginm, Luxem-
bourg and the Netherlands, which
had set up a customs union in
1948) — of the Treary of Paris estab-
Lishing vhe Evropean Coal and Steel
Community (ECSC). Tn May 1953,
the common market in coal and steel
came into eflect.
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BUILDING THE
EUROPEAN UNION:
FROM A DIVIDED
EUROPE TO THE
EUROPEAN
COMMUNITY

The failure of the European
Defence Community (EDC)

Plans for a Euwropean Defence Com-
munity merging the armed forces of
the six ECSC Member States into a
European army capable of guaran-
teeing the security of Europe in the
state of cold war prevailing since
1947 fell through in 1954 when the
French Parliament rejected the
Treaty of Paris (1952) establishing
the EDC. This failure led to the
fledgling army of the Federal Repub-
lic of Germany being attached to the
North Atlantic Treaty Organizarion
(NATOQ, set up in 1949}, the estab-
lishment of the Western European
Union (WEU) for military coopera-
tion (1954} and the failure ol plans
for a European Political Community,
which had been drawn up after the
signing of the EDC treaty.

European Economic
Community (EEC)

The buildmg of Europe was 1o con-
tinwe i the economic sphere on the
basis of de facto solidarity. 1957 wit-
nessed the signing of two Treaties of
Rome establishing the European

Economie Community (EECY and
the Iuropean Avomic Energy Com-
munity (Euratom), which both came
into being on 1 January 1958, The
long-term objective remained union
between the peoples of Europe, but
the first task was to create a common
market permitiing the free move-
ment of persons, goods, services and
capital.

Ten vears later, on 1 July 1968, cus-
toms union was achieved; the same
vear, the common agricultural policy
(CAP). whieh had been decided in
1962, came inro force. In 1967, a
value-added tax on goods and ser-
vices (VAT) was intreduced through-
out the EEC. Following the merger
of the executive bodies of the Com-
munities (1967), a single Council of
Ministers and a single Commission
presided over the destinies of the
three Communities (ECSC, EEC and
Euratom).

Enlargement of the European
Community

in the 19708 and 1980s, the Euro-
pean Community expanded from six
to 12 members,




The United Kingdormn, which had de-
clined offers to join the ECSC and
later the EEC and had been instru-
mental in setting up the European
Free Trade Association (EFTA), ap-
plied for membership of the EEC in
1961. The negotiations for the acces-
sion of the United Kingdom, Den-
mark, [reland and Norway were sus-
pended twice, and were not
completed until 1972, However,
Norway then declined to ratify, the
Accession Treaty when membership
was rejected by referendum, and the
first enlargement. which took effect
on 1 January 1973, expanded the
Community from six to nine Member
States.

The second and third enlargements
opened EC membership to three
Mediterranean countries that had re-
turned to democracy after a period of
dictatorship: Greece on 1 January
1981, followed by Portugal and
Spain on 1 January 1986. The Euro-
pean Community grew again in
1990 as a result of German unifica-
tion. Following the collapse of com-
munism in the German Democratic

Republic and the political and eco-
nomic decline of the USSR, the
process of unification gathered pace
with the agreement and active in-
volvement of the EC: the Berlin wall
came down on 9 November 1989,
economic, monetary and social
urtion was achieved on 1 July 1990
and political union on 3 October
1990. The five new German Lénder
now form part of the custom§ union
and receive aid for integration from
the EUL

Several Mediterranean countries
have officially applied for member-
ship of the Furopean Community:
Turkey and Merocco in 1987,
Cyprus and Malta in 1990. These
countries are linked with the EU by
association agreements, but their ap-
plications for membership have been
rejected {in the case of Moroceo,
which is not a Eurcpean country) or
deferred.

The pull of the Exropean Communi-
ty, which became the European
Union in 1993, on the other coun-
tries of Europe can be gauged by the
fact that several EFTA countries,

e
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BUILDING THE
EUROPEAN UNION:
FROM A DIVIDED
EUROPE TO THE
EUROPEAN
COMMUNITY

namely Austria, Finland, Norway
and Sweden, which have heen mem-
bers of the European Economic Area
(EEA) since 1 January 1994, applied
to join the EU. The negotiations were
completed in March 1994, the
Treaties were signed on 24 June
1994 and membexship became effec-
tive on 1 January 1995 for Austria,
Finland and Sweden, hut not Nor-
way, which had rejected EU mem-
bership by referendum. Switzerland,
which turned down membership of
the EEA by referendum but had ap-
plied to join the EC in 1992, has it-
self ruled out, at least for the time
being. accession to the UL

Though the accession of the former
communist countries of Central and
Eastern Europe that have expressed
a desire to join the EU {Bulgaria,
Hungary, Poland, Romania. the

Czech Republic and Slovakia) is re-
garded lavourably, it cannot take
place until the conditions set by the
LU —ie. an open market economy
capable of standing up to competi-
tion from western Europe and demo-
cratic institutions attentive to hurnan
rights — have heen met in full.

Deepening of the European
Community

Hand in hand with the enlargement
of the Community has gone its deep-
ening, which was first manifested in
the implementation of commaon poli-
c¢ies (0 accompany customs union: a
common trade policy, competition
policy, the common agricultural pol-
icy (CAP} and a common transport
policy. The range of common policies
was extended, following enlarge-
ment, o cover fisheries. regional de-




velopment, energy, research and de-
velopment and social affairs. Thesc
policies have been financed by en-
larging the EC budget and setting up
Structural Funds (European Social
Fund, European Agricaltural Guid-
ance and Guarantee Fund, European
Regional Development I'und}.

[n another direction, the EC has, via
the Yaounde and later the Lomé
Conventions, organized development
aid and cooperation with countries
that are former colonies and depen-
dent territories of France, Belgium,
the Netherlands, the United King-
dom, Spain and Portugal. Such co-
operation arrangements currently
extend to 70 countries in Africa, the
Caribbean and the Pacific (ACP
States).

The deepening of the Community
was also marked by the setting-up,
in 1974, of the European Council
(meeting of the Heads of State or
Covernment), the first election of the
European Parliament by universal
suffrage in. 1979 and the establish-
ment, in 1979, of the European
Monetary Svstem (EM5) designed to
create stable exchange rates hetween
the currencies of the Member States.

e
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BUILDING THE
EUROPEAN UNION:
FROM THE
EUROPEAN
COMMUNITY TO
THE EUROPEAN
UNION

The Single European Act and the Treaty on European
Union have been the main vehicles for strengthening and
deepening the European Community.

The Single Act, signed in 1986, amended and
supplemented the Treaties of Rome; its main aim was to
give new momentum (o European integration by
establishing a single internal market with a population of
more than 340 million in 1993 and by strengthening
economic and social cohesion. However, it was only a
step on the road towards European union. The Treaty on
European Union, which was signed in Maastricht on 7
February 1992 and came into force on 1 November 1993
following its ratification by the 12 Member States of the
European Community, established a European Union
founded on the European Communities, the main aim of
which is the establishment of an economic and monetary
union. Yet it also embraces the various forms of
cooperation that have grown up alongside the
Communities: political cooperation and cooperation in
the spheres of legal and home affairs.

The Single European Act

The principal aim of the Single Euro-
pean Act was to establish a single
internal market to provide scope for
the exercise of the four fundagiental
freedoms provided for in the Treaty
of Rome, which founded the Euro-
pean Community, enabling people,
goods, services and capital to eircu-
fate freely. This entailed che removal
of numerous obstacles and barriers
which consurme time and money,
hinder development potential and
international competitiveness and
curb economic growth and social
progress. By early 1994, nearly all
the 282 concrete measures set out by
the Furopean Commission in order
to achieve the required degree of
harmonization of legislation and reg-
ulations had come into force. The
most important of these were:

= the elimination of technical barri-
ers through the creation of uniform

European standards on freedom of
establishment for the liberal pro-
fessions, the recognition of qualifi-
cations, student mobility, universi-
ty cooperation, the opening-up of
public procurement contracts, the
freedom to provide services. (e.g.
transport and telecommunica-
tions}, cross-border cooperation by
firms, the liberalization of capital
movements, etc.;

the elimination of customs controls
on cross-border movements of peo-
ple and goods and their replacement
by the domestic levying of VAT and
excise duties on goods imported
from another Member State. the
harmonization of regulations and
greater cooperation between naton-
al tax authorities and police forces;

the reduction of disparities berween
VAT rates and excise duties with a
view to harmonizing them through-
out the Member States.



Other provisions contained in the
Single Act include:

s the strengthening of economic and
social cohesion, especially the re-
duction of the disparities between

the more prosperous regions and
those which are in decline or eco-
nomically underdeveloped, through
the action of the financially hol-
stered structural funds (ERDF,
EACCF-Cuidance and ESF);

R

w harmonization of rules applying to
working conditions, occupational
health and safety and the promo-
tion of dialogue between manage-
ment and trade unions (Communi-
ty Charter on the fundamental
rights of workers adopted in 1989
by 11 Member States, with the ab-
stention of the United Kingdom};

= strengthening of research and tech-
nological development through the
introduction of research pro-
grammes and the promotion of co-
operation among research centres; .

sstrengthening of the European
Monetary System (EMS):

s protection of the environment
through preventive action and
Community regulations.

The Single Act therefore introduced a
major relorm of the Community in-
stitutions with the aim of improving
their effsetiveness. The European
Couneil, i.e. the meeting of the Heads
of State or Government, which sets
the broad lines of Communiry policy,
was institutionalized. The Luropean
Parliament is more closely linked
with the drafting of Community leg-
islation via the cooperation proce-
dure. In the Council of Ministers,
qualified majority voting néw ex-
tends to most spheres relating to the
establishment of the single market
{with the exception of taxation). A
Court of First Instance was set up in
the Court of Justice, mainly for per-
sonal actions.

The Single Act also instintionalized
‘political cooperation” in the area of
external relations; it forms an inte-
gral part of Community action.

European Union

In its own words, the Maastricht
Treaty establishing the European
Union, which came into force on 1

November 1993, ...

marks a new




eurostat

BUILDING THE
EUROPEAN UNION:
FROM THE
EUROPEAN
COMMUNITY TO
THE EUROPEAN
UNION

stage i the process of creating an
ever closer union among the peoples
of Furope, in which decisions are
taken as closely as possible to the cit-
izen ...". This union *...shall respect
the national identities of its Member
States....”

= The Treaty introduces Community
citizenship with the right to vote in
[ocal and Turopean elections for
Community residents in the EC
country where they live; the right to
petition the European Parliament,
10 apply to an ombudsman i the
event of a dispute with the Com-
munity ingtitations and to request
the diplomatic and consular pro-
tection of another Member State,

» It strengthens the democratic
nature of the European institutions
and enshrines the new principle of
subsidiarity, according to which
what can be done locally, regional-
ly or nationally should not be done
at Community level.

— The powers of the European Par-
liament have been strengthened
in a number of areas by means of
the ‘co-decision” procedure,
which allows it to legistate almost
on an equal footing with the
Council in several fields; the as-
sent procedure has been extended
to cover international agree-
ments; its control over the Com-
mission has also been enhanced,
as the appointment of Members

TS
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of the Commission must now be
approved by the Parliament.

- A Committee of the Regions has
been set up comprising represen-
tatives of the local and regional
authorities of the Member States;
it is consulted by the Council or
the Comrmission prior to decisions
concerning the regions.

- Communications between the

Commussion and the Parliament
have been stepped up.

w Economic and monetary union

(EMU}, an integral part of the
European Community, is to be
achieved in three stages in accor-
dance with the procedures and
timetable set out in the Treaty.

The first stage began on 1 July 1990
and ended on 31 December 1993.

During this period the {ollowing
measures were implemented:

~ the liberalization of capital move-
TEnts;

- the completion of che single
market;

—the adoption of the Maastricht
Treaty;

— the freezing of the composition of
the ecu (1 November 1993);

—the first steps towards economic
and monetary convergence,

The second stage, which began on 1
January 1994 and will end some
time between 1 January 1997 and
31 December 1999, has the follow-

ing objectives:

—increased convergence of eco-
nomic and monetary policies;

— the establishment on 1 January
1994 of a Furopean Monstary In-
stivute (EMI), which met for the
first time in Frankfurt on 11 Jan-
uary 1994 and is responsible for
strengthening monetary policy
coordination, promoting the role
of the ecu and preparing the way
for the creation of a European
Central Bank:

Main indicators for the Member States of the European Union

[EUR 15 B DK D

Rate of activity (%)

Employment in agriculture (%)

Employment in services (%)

Agriculture (% GDP)

55.6 62.2 66.0

Export/import ratic

93.6° 116.4 105.0

41.3 T0.8 96.5 129.9

' Estimartion 41963,

#1992 including Luxembourg.



— strengthening of economic con-
vergence and the creation of a
Cohesion Fund to assist the less
praosperous Member States in
ilnplementing their convergence
programme and reducing the de-
velopment gap within the Com-
munity; national legislation
should be amended to grant
greater independence to national
central banks,

Transition to the third stage will
take place some time between 1
January 1997 (and possibly even
before then) and 1 January 19949
The EMI will be dissolved and the
European Central Bank will be set
up to pursue a single monetary pol-
icy laid down by the Evropean Sys-
term of Central Banks (ESCB), com-
posed of the ECB and the pational
central banks. Exchange rates be-
tween the currencies of the coun-
tries taking part in the Union will
be irrevocably fixed and the ecu
will become the single currency of
the Union. Before the end of 1996,
in the light of such indicators as ex-
change rates, inflation rates, inter-
est rates and national debt, the
European Council will have to de-
cide — by a qualified majority —

il
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which Mexber States are eligible to
jfoin the Union, and will have to set
a date for its inception. If such a de-
cision cannot be made before the
end of 1997, monetary union will
take place on 1 January 1999 at the
latest with the countries that fulfil
the necessary conditions. FFor the
countries concerned, entry to the
Union will be automatic, except for
the United Kingdom, which re-
serves the right not to move to the
third phase of EMU and to take the
final step only if the UK Parfiament
votes in Tavour of so doing. For its

part, Denmark has decided by rel-
erendum not to take part in the
third phase of EMU, and will not do
so unless a new referendum revers-
es this decision.

» The common foreign and security

policy (CFSP) is an extension of
the political cooperation practised
informally since 1970 and en-
shrined in the Single Act. The
Maastricht Treaty established a
single institutional framework for
European external relations,
namely the European Union.
Commeon foreign and security pol-

Main indicators for the Member States of the European Union
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icy is determined by the European
Council, the European Parliament
and the Council of Ministers by
qualified majority voting in the
Council of Ministers on matters
chosen by a unanimous vote of the
Furopean Council. In practice, it
amounts to an institutionalized
form of intergovernmental cooper-
ation covering ‘all spheres’ of for-
eign and security policy. The West-
ern European Union {(WEU) is
responsible for drafdng and imple-
menting decisions and actions of
the European Union that have de-
fence implications. Such actions
will be implemented in compliance
with Member Stares” obligations
under the North Atlantic Treaty
(NATO).

v bohanced cooperation in the
fields of justice and home affairs
is provided for under a procedure
enabling the Council of Ministers
to adopt joint positions and joint
action on matters of common in-
terest such as asylum policy, con-
trols at the external borders of the
Union, immigration policy, mea-
sures to cembat drug addiction
and international fraud, and judi-
cial, police and customs coopera-
tion. .

e The Treary on European Union
also provides for a broadening of
the Community’s role in such
areas as the environment, social
policy, research and development,
trans»European networks,
telecommunicarions, healch, cul-
ture and consumer protection.




The three stages of EMU
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THE EUROPEAN
UNION AND
COOPERATION IN
EUROPE

The Member States of the European Union and in some
instances the Union itself belong to various international
bodies of which other European and Western nations are
members: the Council of Europe, the OECD and NATO.
Together with most of the members of EFTA, the European
Community forms the Earopean Economic Area.

Following the breakdown of their Communist regimes, the
European Union has forged links with the countries of
Central and Eastern Europe (CEECs), including the
countries of the former Soviet Union which now form the
Commonwealth of Independent States, both within the
Organization for Security and Cooperation in Europe
(OSCE} and the framework of aid programmes and

cooperation agreements,

Council of Europe

The Council of Europe, set up on 5
May 1949, is an intergovernmental
organization with a 1995 member-
ship of 33 countries, including the 15
Member States of the Ewropean
Union. Its headquarters are in Stras-
bourg and its decision-making body
is the Committee of Ministers com-
posed of the ministers of foreign af-
fairs of its 33 member countries. The
Parliamentary Assembly, whose
members are appointed by the
national parliaments, is a consultative
body.

According to Article 1 of the Starute,
‘the aim of the Council of Europe is
to achieve a greater unity between its
members for the purpose of safe-
guarding and realizing the ideals and
principles which are their commeon
heritage and facilitating their eco-
nomic and social progress’.

In promoting cooperation between
its member countries, the activities
of the Council of Europe may in
principle extend io all fields, with the
exception of defence. In practice, it
operates in three main areas: defend-

ing and fortifying pluralist democra-
cy and human rights, attempting to
find solutions to social problems.
furthering the growth of a genuine
Furopean cultural identity. The
major achievement of the Counell is
the European Convention for the
Protection of Human Rights and
Fundamental Freedoms, which was
signed in Rome in 1950 and came
into force in 1953. This established
a Furopean Court and Commission
of Human Rights in Strasbourg.
Most of the signatories to the Con-
vention acknowledge the right of
their citizens to make direct appeals
to the Comumission if they feel that
their rights have been violated.

The work of the Council of Europe
includes the preparation. of conven-
tions, primarily in the areas of cul-
tural and social affairs, health, envi-
ronmental protection, conserving
natural resources, wildlife and nat-
ural habitats, combating terrorism,
ete. These conventions are binding
only after ratification by the member
countries.

By opening its arms to the countries of
Central and Eastern Europe and the



former USSR, either as members or as
special guests, the Council of Furope
hopes to play an active part in estab-
lishing the principle of the rule of law
throughout the continent and safe-
guard the rights of minorities.

Organization for Economic
Cooperation and
Development (OECD)

The 15 Member States of the Com-
munity are also mernbers of the Orga-
nization for Economic Cooperation
and Development (OECD), which
was created on 14 December 1960
and now has 25 members (Mexico
was admitted on 18 Mav 1994), in-
cluding the United States of Ameri-
ca, Canada and Japan. The purpose
of the OLCD is to coordinate the eco-
nomic and social policies of the
member countries with the aim of
promoting economic well-being and
contributing to the harmonious op-
eration of the world gconomy.

The Enropean Comumission regularly
participates in the work of the OECD
Council. Unanimous agreement is
required for Council decisions,
which are then binding on the mem-
ber countries” governments.

North Atlantic Treaty
Organization {NATO)

NATO was set up in 1949 (o guaran-
tee the security of its member coun-
tries through a policy of collective
defence. The Organization has 15
members, including 10 of the 15 EU
Member States. Ireland is not a
member and rance, although a
member, has taken no part in the in-
tegrated defence system sines 1966.

The North Atlantic Council, com-
posed of representatives of the 16
governments (including France}, de-
fines the policy of the Alliance, which
aims not only to ensure collective de-
fence through an integrated weapons

and command structure but also 1o
contribute to international déienie

by reducing emphasis on military as-
pects and fostering peaceful cooper-
ation between Last and West, espe-
cially in the areas of scienrific
research and environmental protec-
tion. These latter aspects have taken
on greater prominence since the dis-
solution of the Warsaw Pact (1 Joly
1991). Ties between the Eyropean
Community and the Atlaftic Al-
liance were strengthened in 1994
and are destined to become even
closer. The Atlantic Alliance has of-
fered the former Warsaw Pact coun-
tries of Central and Eastern Lurape a
‘partnership for peace’, providing for
consultation in the event of any
threat to the independence and secu-
rity of these countries, joint military
exercises, joint peace-keeping and
humanitarian operations, and does
not preclude future membership.

Western European
Union (WEU)

Some Community Member States
also helong to the Western European
Unien {WEU), set up in 1954 fol-

&

lowing the collapse of the Eurapean
Defence Community, It now com-
prises 10 members and is the only
purely European organization in-
volved in defence. The Treary on Euro-
pean Union entrusts the WEU with
drafting and implementing EU deci-
sions and initiatives concerning de-
fence. The WEU is destined to be-
come an essential component of the
defence of the European Union and
to grow in stature as a means of
strengthening the European pillar of
NATO. The WEU"s operational role
has been reinforced by the creation
of military units under its direct
cormmand, the organization of meet-
ings ol commanders-in-chiel and
closer military cooperation. The EU
Member States that do not belong to
the WEU are welcome to join the or-
ganization or take part as observers.
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EUROPE

European Free Trade
Association (EFTA)

EFTA was set up at the instigation of
the United Kingdom in 1960 follow-
ing the failure of the British proposal
for a large free wade area incorporat-
ing the European Cormunity. Its
composition has changed as a resulg
of the accession of some of its mem-
bers to the Furopean Community
(Denmark and the United Kingdom
in 1973 and Portugal in 1986). In
1993, it had a membership of seven.

EIFTA has succeeded in elionnating
all customs duties and quantitative
restrictions on industrial products
between member countries and with
the European Community, though
agricultural products, with some
minor exceptions, are excluded from
free trade agreements. Trade between
the Community and the EFTA coun-
tries have always heen considerable
and accounts for almost a quarter of
all Community imports and expoxts.

European Economic
Area (EEA)

The completion of the single Euro-
pean market has brought the EFTA
countries face to face with the need
to reorganize their relationship with
the Commumity, which explains their
desire to be associated with prepara-
tions for the single market and the
applications of some EFTA counties
for EUmenabership. Negotiations for
the creation of a European Econ-
omic Area (EEA) got under way in
1989, and led to the signature on 2
May 1992 in Oporto of a Treaty est-
ablishing the European Economic
Area, which was to come into force
on 1 January 1993 and include 19
countries. However a referendurm in
Switzerland rejected membership of
the EEA by a majority of 50.3%.
which entailed the temporary and
involuntary withdrawal of Liechten-
stein. As a result, the EEA, which
came into being on 1 January 1994,
included only 17 countries with a
total population of some 373 million:
the 12 Member States of the Euro-
pean Ugion, lceland (Liechtenstein
effectively joined on 1 Jamé'?ary
1995), Austria, Finland, Norway
and Sweden. The last four countries
had applied to join the EU and the
Accession Treaties were signed in
June 1994, Since 1 January 1995,
three of them — Anstria, Finland and
Sweden — are members of the E1.

In addidon to free trade in industrial
products, already established be-
rween the EC and EFTA since 1973,
the Oporto Treaty extends the “four
freedoms’ of the Treaty of Rome —
free movement of goods, services,
persons and capital — to the EFTA
signatories, who incorporate into
their national legislation the princi-
pal mechanisms of the single market,
with a number of exceptions and
transitional periods for certain sec-
tors. Special arrangements were
agreed for agriculture, fisheries and
transport, but the EEA is not a cus-
toms union as it does not provide for
a common external tariff.

Organization for Security
and Cooperation in Europe
{OSCE)

The 15 members of the European
Union have taken part in the Confer-
ence on Security and Cooperation in




Eurape (CSCE), which became the
OSCE in 1994, from its inception.
The CSCE met for the first time in
Helsinki in 1975. This meeting led to
the Helsinki Final Act, signed by the
35 countries taking part (all the coun-
tries of Europe at the time, except
Albania, plus the United States and
Canada}. This document provides for
five-yearly follow-up conferences and
expresses, in the form of declarations
of intent, the results of negotiations in
three fields: security in Europe, eco-
nomic, scientific, technical and envi-

ronmental cooperation, and human

rights.

The Paris summit from 19 to 21 Nov-
ember 1990 acknowledged the
changes that had taken place in Cen-
tral and Eastern Europe in 1989 and
1990 (unification of Germany, coll-
apse of comrnunist regimes and
growth of democracy) and confirmed
the role of the CSCE as a political
framework: for peace and harmony in
Europe. Ar the sumunit, the CSCE was
institutionalized through the estab-
lishment of new structures and insti-
tutions: a Council of Ministers meet-
ing at least once a year; a
secretariat-general in Vienna and a
secretariat office in Prague; rwo-year-
ly follow-up meetings of the membex
countries; a “Conflict prevention cen-
tre’ in Vienna; an ‘Office for free elec-
tons’ in Warsaw; an ‘Office for demo-
cratic institutions and human rights’.
Two permanent political organs are
based in Vienna: the Permanent
Comunittee of the CSCE and the
Forum for Security Cooperation
Special Commitiee [or Disarmament
Negortiations.

The Paris summit also led to the
signing of the “Charter of Paris for a
new Lurope’, which affimmed a de-
sire to cooperate towards protecting
human rights, establishing democra-
cy and the rule of law, economic
freedom, friendly relations between
States and security in Europe and
the world, and laid down guidelines
for such cooperation in the fiture. In
Paris, the member countries ratified
a major agreement on. conventional
disarmament.

Since the Budapest Conference in
November 1994, the CSCE has been
known as the Organization for Secu-
rity and Cooperation in Furope
(OSCE).

The OSCE is, above all, a hroad
fornm for international debate and
discussion,. which produces state-
ments of principle. It has few means
of action, its operations being main-
ly confined to observation missions,
but it plays an imporrant role in the
prevention of conflicts and the man-
agement of crises, particularly
through its special powers in the field
of preventive diplomacy.
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Following the admission of the Cen-
tral and [last Furopean countries,
Russia and all the other members of
the CIS, the OSCE had 52 members
in 1994 (the Yugoslav Federal
Republic, i.e. Serbia and Montene-
gro, has been suspended since 1993 ).
The European Union is represented
in the OSCE in its own right.

Since the collapse of Comecon {28
July 1991} and the Warsaw Pact (1
July 1991). the Central and East
European countries (CEECs) have
viewed the European Community as a
host organization that could offer as-
surance against a return of the old
order, a guarantee of economic devel-
opment and a means of avoiding the
potential disruption of ethnic disor-

der. For such reasons, the majority
have expressed a desire to join the
European Union.

As early as 1989, the European Com-
munity decided to help the CEECs
and the members ol the CIS (Com-
monwealth of Independent States,
which replaced the Soviet Union after
the fall of communism in December
1991) in their wansition to a market
economy, their economic develop-
ment and the consolidation of
democracy. The EU’s financial aid
and technical assistance to these
countries takes the form of the
PHARE and TACIS programmes
and association and partnership
agreements (see Sections 18.1 and
18.2).

Main indicators for non-EU countries in Western Europe in 1993
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THE ENLARGEMENT
OF THE EUROPEAN
UNION BY THREE
NEW MEMBER

STATES

Fven before their accession, the new Member States —
Austria, Finland and Sweden — had very close economic
links with the European Union, which greatly facilitated
the membership negotiations. They were members of the
European Free Trade Association (EFTA), which had free
irade agreements with the Community covering most
indusirial preducts, but excluding agricultural products,
and carried out a significant proportion of their trade
with the EC (in the region of 55 to 60% in 1999).

These three countries were also signatories to the Oporto
Treaty (1992} establishing the European Economic Area
(EEA), which came into being on 1 January 1994, As
members of this group, they embraced the four freedoms
set out in the Treaty of Rome — free movement of goods,
people, services and capital — and incorporated the main
mechanisms of the single market into their national
fegislation.

Four countries considered joining the European Union for
a number of reasouns, chief among which was the desire te
participate in taking decisions regarding the single
market that concerned them directly. They apphed to do
so in 1992, negotiations concerning the enlarg@mem of the
Union got under way on 1 February 1993 for Austria,
Finland and Sweden and on 5 April 1993 for Norway,
which had submitted its application somewhat later. The




negotiations were completed in March 1994 (1 and 16
March) and the Accession Treaties were officially signed
in Corfu on 24 June 1994 at the meeting of the Furopean
Council. Three countries ratified the treaties by popular
vote: Austria on 12 June, Finland on 16 October and
Sweden on 13 November 1944, and they became full
members on 1 January 1995. On 28 November 1994, the
Norwegian people rejected EU membership for the second
time by referendum.

The new members of the Union are relatively sparsely
populated countries with high standards of living, very
advanced social legislation, highly developed and
diversified industry and much concern about
environmental protection, but whese agriculture, Owing to
geographical conditions, requires considerable support.

As net contributors to the Community budget the three
new Member States enhance the economic and political
importance of the European Union.

With the addition of the three new members, the

European Union grew on 1 January 1995 by 871 000 km*
to a total of 3 235 000 km?®. Its pepulation rose by 21.6
million to a total of 369.1 million inhabilants; however,
population density fell from 147 to 114 inhabitanis

per km’.

In the Accession Treaties, the new members accept all ihe
legislation and institutions of the European Union. What
has come to be known as the acquis communaultaire is
applied by them from the moment of their membership of
the Union. However, exceptions and adjustments ’
concerning certain details are provided for, generally for
a transitional period that varies from one to five

(and exceptionally six) years.

The acquis communautaire

The expression acquis communai-
taire designates first and foremost
the Community legislation undex-
pinning the four freedoms set out in
the Treaty of Rome, which form the
basis for the single market:
= free movement of goods through
the elimination of technical barii-
ers to trade (introduction of Com-
munity standards, eradication of
monopolies: opening up ol public
procurement contracts) and the
introduction of a common customs
tariff;

free movement of services (bank-
ing and finanecial services, infor-
mation and telecommunications,
transport);

free movement of capital {(intro-
duction of uniform conditions gov-
erning investment and capital
transfers for all individuals and
companies in the Community);

free movement of persons (free-
dom to work in another EU coun-
try, recognition of qualifications,
non-discrimination in employ-
ment, social life, securiiy, ete.}.
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Tt also designates the measwres-relat-
ing to the various common policies:
the common agricultural policy, the
common fisheries policy, the strue-
tural policy and funds, the common
transport policy, the social policy, the
environment policy, the Third World
development aid policy, etc.

The new Member States also sub-
scribe to the provisions of the Maas-
tricht Treaty concerning economic
and monetary union and the intro-
duction of a single currency, the
common foreign and security policy
(CFSP). cooperation in the sphere of
justice and home affairs, and Ewro-
pean citizenship.

Transitional measures

Generally speaking, these are rempo-
rary exemptions from Community
rules gramted to certain new Mem-
ber States to allow for special cir-
cumstances relating to the position,
topography, climate or history of the
country in question. They cover, in
particular:
= the free circulation of goods: in a
limited number of well-defined
cases, national rules may be main-
tained for a period of four veai® in
order to preserve high safery,
health or environmental stan-
dards; such exceptions concern the
packaging, labelling, sale and use
of certain chemical products, pes-
dcides, fertilizers or batteries, cer-
tain regulations in the vetervinary
and plant healrh field, pollution
standards for certain motor vehi-
cles, etc.;

compelition: in the Scandinavian
countries. the retailing ol alcoholic
beverages is allowed to remain a
State monopoly provided there is
no discrimination against similar
products from other Member
States; Austria enjovs similar ex-
emptions for tohacco;

w the environment: national legisla-
tion may be maintained for a peri-
od of two or four vears for the pro-
tection of certain animal species,
waste regulations, the content of
certain chemical products in fuels,
etc.; Community standards will be
reviewed within five yvears for the
purpose of harmonization: for
Austria, the agreement restricting,
from 1 January 1993, the number
of heavy goods vehicles allowed 1o
transit through the country was
extended (automaltic extension
from 1995 to 1993, semi-autto-
matic for the following three
years);

energy: in the nuclear energy field,
while Euratom is responsible for
monitoring the transport and safe-
1y of nuclear materials. each new
Member State is free to decide on
its generation of nuclear power;

agriculture: in all three countries,
agriculture has had to adapt to dif-
ficult geographical conditions
{mountain and Arctic regions) and
enjoys a high degree of narional
protection; national support is
therefore to be phased out over a
period of five vears and compen-
sated by a contribution from the
Community budget; techmical
arrangements for agricultural
markets and a new structural
funds objective will facilirate full
and effective integration into the
CAP;

direct taxes and duties: the two
Scandinavian countries peay main-
tain quantitative limits on tax-free
imports of tobacco, spirfts, wines
and beer by persons travelling
from other EU countries that are
lower than those allowed by Com-
munity regulations; all three coun-
tries are allowed to maintain VAT
exemptions on various goods and
services, such as public health care




in Austria, cinema tickets in Swe-
den, etc.

Special agreements

These concern:

athe Lapp people, whose territory
extends from Finland into Sweden
(and Norway) and who may be
granted exclusive rights to raise
reindeer and maintain their tradi-
tional way of life;

x the Aland islands belonging to Fin-
land, which, by virtue of their spe-
cial status based on a 1921 decision
of the League of Nations, enjoy ex-
emptions concerning the right of
establishment, the property rights
of foreigners and indirect taxation.

The Structural Funds

The new members of the Union re-
ceive credits from various funds to
promote economic and social cobe-
sion. The areas eligible for the five
priority objectives defined in 1993
were decided before enlargement.
When the Austrian Accession Treaty

was drafted, the Burgenlaid region
was declared eligible for Objective 1.
A new priority objective (No &) was
established for the sparsely populat-
ed regions of Finland and Sweden
north of the 62nd parallel (eight or
fewer inhabitants per km?®), and
these areas will receive up to ECU
741 million over the 1995 to 1999
period.

Contributions to the Union
budget

Having accepred the acquis commu-
nautaire, the new Member States
participate to the full in financing
the Union’s expenses and contribute
to the European Union’s own budget
resources raised from VAT, customs
duties and comributions calculated
on the basis of GDP, etc. However,
each country receives compensation
in decreasing monthly amounts for
four vears up to a total of ECU 2 559
million. In addition, the Union bud-
get will cover any outstanding pay-
ments due from the new members
within the framework of the EEA.

Turnout Yes No
(%) (%) (%)

Norway 28.11.1994
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THE EUROPEAN
UNION’S

INSTITUTIONS

The Community’s institutional system is unlike any other:
the European Union is much more than an
intergovernmental organization, since it has a legal
personality of its own together with far-reaching powers,
bui it is not a federation, in which the national
governments and parliaments are subordinate to central
federal institutions.

What makes for the uniqueness and effectiveness of the
Community’s institutional system is the sharing of tasks
between the Commission. responsible for tabling -
proposals in the general interest, and the Couneil, which
has the decision-making power. The European
Parliament plays an increasingly active role in the
dialogue between these two institutions. This system




ensures that account is taken of all the interests and
problems of the Member States, irrespective of their
relative size and economic strength.

The Treaties of Paris and Rome established three
Communities: the ECSC, the EEC and Euvratom. Initially
some of their institutions were separate — each
Community had its own Commission (called the High
Authority in the case of the ECSC) and a separate Council
of Ministers — but they also had a common

Parliamentary Assembly and Court of Justice. In 1967, the
separate institutions merged to form a single Commission
and a single Council for the three Communities.

The subsequent enlargements from six to 12 Member
States changed the compesition of the institutions but not
their structure or their powers. The Single European Act,
however, gave the Community wider powers and
introduced major changes in the way the European
institutions operate and their relations with one another.
It went beyond the mainly economic scope of the Paris
and Rome Treaties and paved the way for the European
Union, which was established on 1 November 1993, The
scope of the European Union, which is based on the
European Communities, extends {o political cooperation
and cooperation in the spheres of home affairs and justice
and covers the implementation of economic and monetary
union. This broadening of scope has led to major
institutional changes, mainly to the benefit of the
European Parliament and the Court of Auditors, which
has become one of the institutions, and a Committee*of
the Regions has been sel up. The common foreign and
security policy (CISP), like justice and home affairs, is
conducted via intergovernmental cooperation, but it is
managed by the Council assisted by the Commission and
in consultation with the Parliament. The enlargement of
the European Union in 1995 led to a change in the
composition of the institutions; however, a thoroughgeing
review of the whole Community system is scheduled in the
Maastricht Treaty for 1996.
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The European

Council

The Council of the
European Union

The Commission

The European
Parliament

The European Council gives
the Linion the impetus
necessary for its development
and lays down general
political gnidelines.

The Court of Justice

The Council represents the
interests of the Member States
and is the Union's legislature.
{1 is assisted in its work by
Coveper (Committee of
Permanent Representatives of
the Member States 1o the
Communities).

The Court 6f

The Comrission has 1he
weli-nigh exclusive right to
table legislation. It endeavours
10 ensnre compliance with the
provisions of the Treaties and
other Commmmity legislation
and is responsible for the
inplementaton of Community
pulices.

The Economic and
Social Committee

The Parliament has the right to
request that the Commission put
lorward a proposal. The
appointment of the Commizsion
is subject 1o its approval. It
monitors the Commission, takes
part in the legislative process by
means of the co-decision”
procedure, pavticipates in
dralting the budget and monitors
Community expenditure.

The Committee of
the Regions

The Court of Justice monitors
the lawlulness of the
Community's acts and organs
and the Member States'
compliance with Community
faw.

-

Auditors

The Court of Anditors
provides the Conneil and the
Parliament with a statement
of the reliability and
exactitnde of the accounts
and the lawlulness of the
underlying transactions, It
submits a report on the
{inancial year just ended and
assists the Coundl and the
Parliament in monitworing and
implementing the budget.

The ESC has a consuliative
vale. It can deliver an apinion
on its own initiative.

The Commitiee of the Regions
las a consultative role. It can
deliver an opinion on its cwn
Initiative,




Locations

The European Council meeting in Edinburgh in December 1992 confirmed the seats of the European institutions.
The extraordinary meefing of the European Council on 22 Octcber 1993 in Brussels devoted to the implementation of the
Treaty on European Union decided on the locafions of the new European agencies.

The location of the three principal institutions of the European Union was confirmed in 1992:

The European Parlioment

» Strasbourg for its monthly plenary part-sessions, including the budget session;

* Brussels for addifional plenary sessions and for commitiee work;

¢ Luxembourg for the secrefariat,

The Council of the European Union

# Brussels;

® sessions in Luxembourg in April, June and October.

The European Commission

® Brussels, with certain departments in Luxembourg lincluding Eurostat and the Publications Office).

Other locations

European Foundation
for the Improvement of |-
Living and Working
Conditions

Office for Veterinary and

I
g

Office For Harmonization
in the Infernal Market

(trade marks and designs}
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THE COMMISSION

The European Commission is responsible for both

proposing and implementing Community policy. It is the
driving force behind the European Community, manages
the common policies, implements the budget and directs

the administration.

Composition

The Commission has 20 Members,
appointed by common agreement of
the 15 governments of the Member
States generally for a remewable
four-year term of office. Since 1995,
the European Parliarment is consult-
ed before the governments nominate
the future president of the Commis-
sion, and the Commission (President
and Members following nomination)
is subjeet as a body to a vote of ap-
proval by the Parliament before be-
ing appointed by common agree-
ment of the governments. The term
of office of the Commission has been
extended to five years. The Commis-
sioners undertake during their period
of office to be completely mdepen-
dent in the performance of their du-
ties of both the governments and the
Council, which cannot dismiss the
Commission. Only the adoption bl a
censure motion by the European
Parliament can bring about the col-
lective resignation of the Cormis-
sion, which is then replaced. This
procedure has so far never been
sed.

There are two Commissioners each -

for France, Germany, [taly, Spain
and the United Kingdom and one for
each of the other Member States.
Each Commissioner is responsible
for a portfolio and has authority over
Oone or Mmore Di.f"(“zctf)rﬂfes—(}t‘ﬂﬁra1.

The Commission meets in Brussels
every week. Its departments. with a
stalf of about 17 (0, are divided
between Brussels, Luxembourg and
a number of external locations.

Powers

The Commission is the guardian of |
the Treaties and sees 1o it that both
their provisions and thaose adopted
by the Community institutions are
properly implemented. If a Member
State fails ro fulfil its obligations un-
der the Treaties, the Commission, af-
ter an objective investigation, calis
on the country concerned, under the
supervision of the Court of Justice, to
take the necessary measures to recti-
fv the situation.

"The Commission initiates Cornmuni-
ty policy: it deaws up proposals for
Community legislation, which it pre-
sents to the Council of Ministers. It
draws up the budget of the Enropean
EInion, which is established by the
Council of Ministers and forwarded
to the European Pacliament. [t draws
up reports on the economic, social
and legal situation in the Union and
in particular an annual general re-
port, which it prescnts to the Parlia-
ment.

The Commission is the executive
body of the European Communities.
By virtue of the executive powers
conferred on it by the Treaties and by
the Couneil, ir:

= adopts implemencing regulations
for the provisions of the Treaties
and those adopted by the Council
for implementing the various Com.-
nunity policies;

applies the rules of the Treaties to
individual cases involving govern-
ments, businesses or private indi-
viduals;



» administers the ‘safeguard clauses’,
under which, in exceptional cases
and for a limited period, exemp-
tions to the rules of the Treaties
may be pranted;

s administers Community funds
such as the European Social Fund
(ESE}, the European Agricultural
Guidance and Guarantee Fund
(EAGGF), the European Regional
Development Fund (ERDF) and
the European Development Fund
(EDF), the Cohesion Fund set up
under the Maastricht Treaty and
the resources mrended to finance
the official operations of the Euro-
pean Union; the Commission also
administers the assistance pro-
grammes (PHARE and TACIS) for
the Central and East Furopean
countries and the CIS;

v negotiates, on behalf of the Euro-
pean Union, agreements on mat-

ters falling within the Union’s field
of competence (in particular trade
agreements) and represents the
Union in international organiza-

dons (GATT, OECD, ILO, etc.).

The Commission is assisted in its
many tasks by a large number of
comiumittees set up by Commounity
legislation and working parties com-
prising representatives of the Mem-
ber States” governments.
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SPECIAL RESPONSIBILITIES OF THE MEMBERS OF THE COMMISSION

President
Jacques SANTER (L)
Secretarial-General
Legal Service
Security Office
Forward Srudies Unic
Ingpectorate-General
Joint Interpreting and Confercnce Service
Spokesman’s Service
Moretary matiers (with Mr de Silguy)
Common foreign and security
policy (CFSP} and human
rights {wich Mr Van den Broek)
w [nstitwiional matters and
Intergovermnenral Conference
{with Mr Oreja)

Vice-President

Sir Leon BRITTAN (UK}

m External relanions with North America,
Australia, New Zealand, Japan, China,
Korea, [ong Keng, Macae and Taiwan

u Common conmeraial policy

u Relutions with che OECH and WO

Karel VAN MIERT (B)

n Competition

Jodo de Deus PINHEIRO (P)

m External relations with the Afincan,
Caribbean and Pacific (ACP) countries
and Samth Afvica, including develop-
ment aid

a Lomé Convention

Marcelino OREJA (E)

u Relations with the Kuropean Parliament

m Relations with the Member States
{transparency, communication and. in-
[ormation)

» Culoure and audiovisual policy

m Publications Office

m Institutional matters and preparations
for the 1996 Intergovernmental Confer-
ence {in agreement with ihe President)

Vice-President

Manuel MARIN {E}

m LExternal relations with southern
Mediicrranean countries, the Middle
and Near Ease, Latn America and Asia
{except Japan, China, Korea, Hong
Kong, Macao and Taiwan), including
developent aid

Martin BANGEMANN {D)

m Industrial affairs

w [nformation and wlecommumcations
technologies

Heans VAN DEN BROEK {NL)

m Lxeernal relarions with the countries of
Central and Eastern Europe {CEECS),
the former Soviet Union, Mongolia.
Turkey, Cyprus, Malia and other Euro-
AN COUNEries

m Common foreign and security policy
(CIFST) and haman rights {in agree-
rmant with the President)

= Exteroal diplomatic missions

Padraig FLYNN ({IRL)

= Employment and social affaivs

« Relations with the Feconomic and Social
Committee

Edith CRESSON (F)

m Scicnce, researcli and development

= Joint Rescarch Centee

m Human resources. education, training
aird youth



Ritt BJERREGAARD {DK)
r Environment
m Nuclear zafety

Neil KINNOCK {UK)
m Transport (ineluding trans-Eurcpean
networks)

Emma BONINO ([)

m Consumer policy

» Luwropean Community Humanitariao
CHfice (LCHO)

m Fisheries

Christos PAPOUTSIS (GR)

u Lnergy and Euratom Supply Ageney

n Small and medium-sized enterprises
[SMEs)

m Tourism

Franz FISCHLER (A)
m Agriculture and rural development

2]

Monika WULF-MATHIES (D)

m Regional policies

m Relations with the Committee of the
Regions

m Cohesion Fund (in agreement with Mr
Kinnock and Mrs Bjerregaard}

Mario MONTI {1)

= Internal market

® Financial services and financial
integration

m Customns

m Taxation

Yves-Thibault de SILGUY (F)

n Economic and financial affairs

m Monetary matiers (in agreement with
the President)

m Crodil and investments

m Sratstcal Office

Anita GRADIN (5)

= Immigration, justice and home aftairs
m Relations with che Ombudsman

n Finaneial control 7

» Fraud prevention

Erkki LIIKANEN (FIN}

= Budget

m Persoruel and administration

m Translation and in-house computer
SErVINGS
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THE COUNCIL

The European Council is the supreme body of the
European Union and brings together the Heads of State or

Government.

The Council of the European Union is the Union’s
principal decision-making body and acts alone or joinily
with the European Parliament. It brings together, at
régular intervals, the representatives of the Member States |
at ministerial level and its composition varies according

to the agenda.

The European Council

The idea of a European Council
meeting on a regular basis took
shape at the Paris sumumit in Decem-
ber 1974. From the March 1975
meeting in Dublin to the European
Council meeting in Essen in Decem-
ber 1994, the European Council has
met 59 times.

The Treaty on Ewropean Union offi-
cially established the European
Council as an institution. It states
that the European Council should
meet at least twice a vear and bring
together the Heads of State or Gov-
ernment and the President of the
Commission. They are assisted by
the Member States’ Ministers for
Foreign Affairs and a Member of the
Commission. ‘

g

The European Council is presided
by the Head of State or Government
of the Member State which holds the
Presidency of the Council,

The European Council is the organ
that gives the European Union its
political impetus and defines its gen-
eral political guidelines.

The Council of the European
Unien

The Council of the European Union
is made up of a representative of
each Member Stare at ministerial
level, authorized to commit the gov-
ernment of that Member State.

Pursuant to a decision taken by the
representatives of the governments

of the Member States on 12 Decem-
her 1992, the Council is based in
Brussels. However, it holds its April,
Tune and October sessions in Lus-
embourg and, by wnanimous deci-
sion in exceptional circwrmstances, it
may opt 1o meet elsewhere.

The ‘General Council’, which meets
ouce a month and is composed of the
Ministers for Foreign Affairs, deals
with external relations and major
pelitical questions. For discussions
on specialized matters {agriculture,
economic and financial marters,
environment etc.}) the Council is
composed of the ministers responsi-
ble for the field in question. The fre-
quency of such specialist meetings
varies with the subject matter.

The Commission is free to attend
Couneil meetings, but the Gouncil
may opt to discuss matters ¥ cam-
era. The members of the Couneil and
the Commission may be accompa-
nied by the officials who assist them.

The Presidency of the Council is
held by each Member State in turm.
The Presideney will be exercised by
Spain during the second half of
1995 and will thercafter rotate at
half-yearly intervals in the following
order: Italy, Ireland, the Nether-
lands, Luxembourg, rthe Lnited
Kingdom, Austria, Germany, Fin-
land, Portugal, France, Sweden,
Belgium, Spain, Denmark and
Greece, The Council, acting unani-
mously at the proposal of the Mem-



her States concerned, may decide
that a Mernber State should exercise
the Presidency out of turn.

The Council of the BEuropean Union
acts by a majority that varies with
the field in question. On Communi-
ty matters, Article 148 of the EC
Treaty states the general rule that
the Council shall act by a simple
majority of its members. However,
in the vast majority of cases, the
Treaty calls for a cualified majority,
for which purpose the Member
States are weighted (see Table
right). With the accession of three
new Member States (Sweden, IMin-
land and Austria), the qualilied ma-
jority is set at 62 votes where the de-
eision is taken at the proposal of the
Commission and, in all other cases,
62 provided at least 10 Member
States are in favour.

Following the adoption of the Single
European Act, and mére recently the
Treaty on European Union, unanim-
ity has become the exception in
Community matters. However, it
has been maintained in certain sen-
sitive areas {such as taxation) and it
is still the rule where the Council
amends the Commission’s proposal.

[n the ECSC field — with the exdep-
tion of the special procedure for
budgetary matters — Council deci-
sions other than those requiring a
qualified majority or unanimity are
taken by a majority of the members
of the Council. Such a majority is
deemed to have been achieved if the
votes of an absolate majority of the
representatives of the Member
States include those of the represen-
tatives of two Member States each
producing at least one ninth of the
value of the Community’s total coal
and steel production.

As regards the second and third

fields: common. foreign and security
policy (CFSP) and cooperation in

Qualified majority in the Council of
the European Union

Number of votes

the spheres of justice and home af-
fairs (JHA), the general role is that
the Council acts by unanimous vote.
However, in certain cases, it must
decide (unanimously) that certain
matters may be decided by qualified

majority. i

The Council of the European Union
has general decision-making powers
as regards the implementation of the
objectives of the Treaty. It delegates
to the Commission power to imple-
ment the rules that it lays down. In
certain cases it may reserve the right
10 exercise executive powers divectly.

Alongside the Commission, it is the
guarantor of consistency and conti-
nuity in the external actions of the
Union, particularly through the
Presidency of the Council, which
plays a central role,

The Council takes on the central role
in the common foreign and security
policy and cooperation in the sphere
of justice and home affairs.
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THE EUROPEAN
PARLIAMENT

The European Parliament is associated with the
legislative process, il has budgetary powers and is the

Community’s supervisory body. Although its powers have
been significantly strengthened by the Maastricht Treaty,

they are nevertheless more limited than those of
parliaments in parliamentary democracies.

Composition

Since 1979, the 626 Members of the
European Parliament (1995 figure)
have been elected by direct univer-
sal suffrage according to the voting
systems applicable in the various
Member States (i.e. proportional
representation except in the United
Kingdom, where there is majority
voting). The number of seats allo-
cated to each Member State is main-
ly a function of the size of its popu-
lation and was increased for the
Parliamentary elections of 1994 o
allow, in particular, for German
unification and again in 1995 with
the accession of new Member States

to the European Union. European
Parliament elections take place
every {ive years. ‘
MEPs are grouped not by nationality
but by political alfiliation, and |
there are at present nine political
groups. The Parliament is headed
by a Bureau composed of a Presi- |
dent and 14 Vice-Presidents elected |
by the Members.

Following the decisions of the Furo-
pean Council meeting in Edinburgh
in 1992, the Parliament 1s hased in
Strasbourg, where it holds its 12
monthly plenary part-sessions, in-
cluding the budget session. Addi-
tional plenary sessions are held in
Brussels, where its committees alsa
meet, and its Secretariat and staff
are hased in Luxembourg.

The Parliament’s powers

Since the adoption of the, Single
European Act and the Maastricht
Treaty, the Parliament has real leg-
islative powers via the co-decision
and assent procedures, and, in cer-
tain. {ields, what is called the ‘coop-
eration” procedure. The co-decision
procedure enables the Parliament to
adopt regulations, directives or oth-
er acts jointly with the Council on a
wide range of important matters,
such as the adminjstration of the in-
ternal market, the free movement of
workers and freedom of establish-
ment, research, the environment,
consumer affairs, rrans-European
netwarks, culture, education, public
health, etc. The power of assent,
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Group of the Buropean Peaple’s Party (PPE)
Croup of the Furopean Liberal Democratic and Reformist Party (ELDR)
Confederal Group of the Buropean United Left (GUIR)

Forza Europa Group (I'E)

Group of cthe Buropean Democratic Alliance (RDE)

The Green Cronp in the European Pacliament (V)
Group of the European Radical Alliance (ARE)

© . Luropean of Nations Group {Coordination group] (EDN)

Nen-attached (NI
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THE EUROPEAN
PARLIAMENT

initially restricted to the dccession
of mew members and association
agreements with non-EU countries,
has been extended to cover deci-
sions concerning the residence
rights of Euvopean citizens, the or-
ganization of the Structural Funds,
the ereation of Cohesion Funds, cer-
tain institutional provisions relating
to economic and monetary union,
all international agreements of any
importance and the introduction of
uniform voting procedures for elec-
tions to the European Parliament,

The cooperation procedure (or pro-
cedure under Article 18%9¢ of the
Maastricht Treaty) applies to deci-
sions adopted by a qualified major-
ity of the Council in the following
areas: the. internal market, social
policy, research, economic and so-
cial cohesion, the environment etc.
The cooperarion procedure involves
the Commission, while the co-
decision procedure is restricted to
the Parliament and the Couneil.

The Parliament exercises superviso-
ry power over the full range of the
Commission’s activities and can
pass, by a two-thirds majority, a vote
of censure on the Cornm:ssmn FSince

1994, the Parliament is directly in-

volved in the nomination of the
Commission and its President, as it

is consulted by the governments of

the Member States before they nom-

inate a President for the Commis-

sion, and the Commission as a body

is subject to a vote of approval in |
the Parliament befare being ap-

pointed by joint agreement of the

ZOVErnments.

The Parliament has budgetary pow-
ers. It examines the budget of the
European Union drawn up by the
Commission and adopred by the
Council of Ministers and can reject
it as a whole (as it did in 1979 and
1985, and in 1982 for a supplemen-
tary budget). It can also amend
items of ‘non-compulsory” expendi-
ture in the budget, i.e. items which
are not the direct outcome of Com-
munity legistation: operating ex-
penses of the institutions, ‘opera-
tional’ expenditure such as
appropriations for the European
Social Fund and the Regional Fund,
and appropriations for research, in-
dustrial policy, ete, though its pow-
ers here are limited to an annual
rate of increase. As regards ‘com-

" Turnouf in European elections '

1979

1984 1989 1994




pulsory” expenditure, i.e. funds that
must be disbursed by virtue of the
Treaty or acts adopted under it {the
largest being agricultural market
support). the Parliament can pro-
pose amendments that must be ac-
cepted or rejected by a qualified
majority of the Council. It is the
President of the Parliament who
formally announces the final adop-
tion of the budget.

One of the Parliament’s roles is to
give political impetus: it can ask for
existing policies to be extended or
amended and for new ones to be ini-
tiated, By virtue of the limited pow-
ers of initiative bestowed upon it by
the Heads of State or Government,
the Parliament may, by a majority
vote, ask the Commission to submit
proposals in a certain number of
tields.

The Maastricht Treaty confirmed the
Parliament’s right to receive peti-
tions from any citizen or organiza-
tion in the European Union, which
one of its standing comrnittees is en-
trusted with examining. It is also re-
sponsible for appointing an Om-
budsman empowered to receive
complaints from any citizen of the
Union (or any private individual or
organization resident therein) con-
cerning instances of maladministra-
tion in the activities of the Commu-
nity institutions, with the exception
of the Court of Justice.




DECISION-MAKING
IN THE EUROPEAN
UNION

The acts adopted by the
Community institations
under the provisions of the
Treaties constitute genuine
‘European legislation’
directly applicable in all
the Member States. Initially
restricted by the Treaties of
Rome to the Commission
and the Council working
closely together, the
Community’s decision-
making, by virtue of the
Single European Act (1986)
and the Treaty on FEuropean
Union (1993), now involves
the European Parliament
in the legislative process.

Following rather complex proce-
dures that vary according to the
matter in hand, the drafting of a
Community act involves the Com-
mission, the Council and the Parlia-
ment. The Commission proposes,
the Council decides and the Parlia-
ment is consulted, but in certain
specific cases also has equal power,
exercised jointly with the Couneil,
to adopt regulations and directives.

The proposals dralted by the Com-
mission, following consultation with
a number of specialist committees
according to the particular field to

which the decision applies and with
a wide range of experts from the
governments and professional and
trade union organizations of the
Member States, are submitted to the
Council of Ministers, which discuss-
es the matter in the presence of a
representative of the Commission.

The proposal may be amended by
the Commission in deference to the
opinion of the Parliament. The
Council acts in most cases by quali-
fied majority and adopts the Com-
muonity act; however, unanimiry is
required for the Council to reject the
Commission’s proposal.

Under the cooperation procedure,
which was introduced by the Single
Act and confirmed by the Maas-
tricht Treaty and applies (o social
policy, education and vocational
training, the environment, imple-
menting measures regarding EMU,
the Structural Funds and trans-
European networks, the Council
adopts, at the Commission’s propos-
al, a common position, which is
submitted to the Parliament for ex-
amination. The Parliament has
three months to accept (expressly or
tacitly). reject or amend the prdpos-
al. The Commmission then decides
whether to adopt the Parliament’s
amendments or not. The Council
proceeds with a second reading. If
the proposal has been rejected by
the Parliament, it must act unani-
mously. Il the Parliament has put
forward amendments and they have
been adopted by the Commission,
the Council acts by qualified major-
ity. If the Commission has not
adopted the amendments, it must
act unanimously.

The co-decision procedure intro-
duced by the Treaty on European
Union emnables the Parliament to
adopt, jointly with the Council, reg-
ulations and directives concerning

the administration of the internal
market, the free movement of work-
ers and freedom of establishiment, re-
search, trans-European networks
(general guidelines), culture, public
health, etc. Under this procedure, the
Council, at the proposal of the Corn-
mission and after obtaining the opin-
ion of the Parliament, establishes a
common positdon, which is submitted
to the Parliament. If the Parliament
accepts, the Gouncil adopts it without
further aclo. If it rejects it, following
the failure of conciliation proceed-
ings. the act is not adopted. If the
Parliament amends the common po-
sition of the Council by an absolute
majority of its Members and the
Council adopts all the amendments
(on which the Commission has deliv-
ered its opinion), the actis adopted; if
not, the Coneciliation Committee,
which comprises equal numbers of
Members of the Council and repre-
sentatives of the Parliament (with the
participation of the Commission) at-
tempts to reach an agreement on a
cormmon draft, on which the Council
(by qualified majority) and the Par-
liament (by absolute majority) both
vote. If it is rejected by either institu-
tion, the draft act is deemed not 1o
have been adopted. Should th@_,@c)n-
ciliation Comunittee fail to reach an
agreement, the Council may restate
its common position (possibly inélud-
ing amendments by the Parliament).
The act is then adopted unless the
Parliament rejects it by an absolute
majority of its Members,
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THE COURT
OF JUSTICE

The Court of Justice of the
European Communities is
the supreme judicial
authority of the Furopean
Communities — an
independent body which
ensures that Community
law is applied in a uniform
manner.

Composition

The Court consists of 15 Judges and
nine Advocates-General appointed
by common accord of the govern-
ments of the Member States. They
hold office for a renewable term of
six vears. Every three years, a num-
ber of the Cowrt’s members — seven
or eight ludges and four or five Ad-
vocates-General — are replaced, The
independence of the Judges is guar-
anteed by the Statute; they are irre-
movable and their deliberations are
secrel. They select one of their num-
ber to be President for a term of three
vears and to direct the work of the
Cowrt and preside over its hearings.

The function of the Advocates-Gen-
eral is, in the words of the Treaties,
‘acting with complete impartiality
and independence, to make, in open
court, reasoned submissions on cases
brought before the Court, in order to
assist the Court in the performance
of the tasks assigned to it’.

The Court sits in plenary session
where a Member State or an institu-
tion is party to the action, but most
cases are heard by chambers set up
within the Court.

A Court of First Instance, attached to
the Court of Justice, was set up in
1989. It is composed of 15 Judges

appointed for a renewable terim of six
vears by common accord of the gov-
ernments of the Member States. A
number of members of the Court of
First Instance are renewed every
three vears. The Court of First In-
stance sits in a number of chambers,
but for important matters it may sit
in plenary session, in which case, the
President nominates one of its mem-
bers to act as Advocate-General.

Both the Court of Justice and the
Court of First Instance are based in
Luxembourg,

The powers of the Court of
Justice

The Court’s task is to ensure that the
law is observed in the interpretation
and application of the Treaties. For
this purpose, action may he taken in
a nmmber of forms.

Proceedings for [ailure to fulfil an
obligation: the Commission may
take.action before the Courtif it con-
siders that a Member State has lailed
to fulfil one of its obligations under
the Treaties. Member States may also
mitiate proceedings against another
Member State {or failure to fulfil an
obligation, though they generally
prefer to settle their disputes within
the Council or through the Commis-
sion. If the Court of Justice finds that
the Member State in question has

failed to fullil one of its obligations,
the country is bound to act in com-
pliance with the judgment of the
Court. If it fails to do so, the Com-
mission may take further action be-
fore the Court, which may condemn
the Member State to pay a lump sum
or periodic penalty.

Proceedings for declaration that an
act is void: the Court of Justice mon-
itors the legality of the acts of other
institutions {regulations, directives
and decisions adopted by the Coun-
cil, the Commission and, in certain
cases, thé Parliament). It may de-
clare such acts void on the grounds
of lack of competence, infringement
of an essential procedural require-
ment, infringement of the Treaties or
rules of law relating to their applica-
tion, or misuse of power. These ac-
tions may be brought by a Member
State, the Council or the Commis-
sion, or by the European Parliament
with a view to safeguarding its own
prerogatives. Individuals and orga-
nizations may take action if the deci-
sion concerns them directly and indi-
vidually.

Proceedings for failure to act: this
censures silence or inaction on the
part of the Parliamenr, the Coupéil or
the Commission should they, in
violation of the Treaties, abstain from
legislating, in which case the Merber

Cases seftled by the Court of Justice

1993

1939

1990

1991 1692 1994

T

Cases involving stall
— jmdgment -

51 26 40 43 37
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States and other Union institurions
may take action before the Court.

Proceedings 1o establish liability:
The Court of Justice has jurisdiction
10 hear cases relating to damages for
loss and injury caused by the Union
institutions or their agenis in the ex-
grcise of their functions. The com-
mon agricultural policy has given
rise to the most litigation in this area.

Reference for a preliminary ruling:
this was introduced by the Treaties to
gugrantee the uniform application of
Community law by the national
courts of the Member States.

The national courts cooperate with
the Court of Justice by means of ref-
erences for preliminary rulings con-
cerning interpretation of the con-
tent or scope of the Treaties and
Community acts, or for a decision
on the validity of acts adopted by the
Union institutions.

When a question as to the interpreca-
tion of the Trearies or the validity
and interpretation of acts adopted by
the institutions is raised before a
court in a Member State, and it con-
siders that a decision on the matter is
required before it can reach a judg-
ment. it may ask the Court of Justice
to deliver a preliminary ruling on the
matter. When such a question is
raised hefore the court of last in-
stance in a Member State, it is re-
quired to bring the matter before the
Court of Justice. '

The Court of Justice is the only court
competent to deliver a final interpre-
tation of Community law or to {ind
that the act of an institution is void.

Consultative role: the Court may be
asked to issue an opinion on agree-
ments that the EU intends to enter
into with non-EU countries. Such
opinions are hinding.

Judgments pronounced by the Court of Justice
Cases Total
involving stalf

Direct
actions

Artions brought
by individuals

Preliroinary
ralings

Years

1961-70 89 112 49 -

1981-20 863

1992 i12 83 - 1 201

1694 110 21 - - 161

Powers of the Court
of First Instance

The Court of First Instance has juris-
diction to hear all actions brought by
individuals and organizations, such
as proceedings in the areas of compe-
tition, anti-dumping measures, coal
and steel cases, actions for damages,
and actions brought by Community
officials. Appeals against rulings of
the Court of First Instance on mat-
ters under its jurisdiction may
brought before the Court of Justice,
though this right is restricted to
questions of law. b

Through its judgments and interpre-
tations, the Court of Justice is help-
g to build up a body of European
case-law applicable to all: 1o Com-
munity institntions, Member States,
national courts, firms and private in-
dividuals.

The Court of Justice is the only court
competent to interpret Community
law and to rule on the validity of the
acts of the institutions. The Maas-
tricht Treaty has strengthened the
authority of the Court by granting it
power to impose a fine or periodic
penalty on a Member State should
the country in question fail to com-
ply with its judgments.
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THE COURT OF
AUDITORS

The European Couri of Auditors was established in 1977
as the independent body in charge of auditing European

public finances.

Composition

The Court is a collegial body with 15
Membhers, one from each Member
State, appointed for a renewable
six-yvear term of office by the Coun-
cil after consultation with the Euro-
pean Parliament. It is based in Lux-
embourg. The Maastriche Treary
strengthened the powers of the Court
by granting it institutibnal status
and broadening its role in the area of
the statement of assurance as to the
reliability of the accounts and the
legality of the underlying transac-
tons.

The work of the Court of
Auditors

The main function of the Court is that
of auditor. It examines the accounts
of all revenue and expenditure of the
European Communities and of all
organizations set up by the Gommu-
nities. It investigates whether all rev-
enue has been received and all ex-
penditure incurred in a lasyful and
regular manner and whether the fi-
nancial management has been
sound. Audits are based on records
submitted by the Community insti-
tutions or by auditors sent out to au-
dit certain departments of institu-
{lons, governments or organizations
receiving Community funding. Au-
dits may be carried out not only in
the Member States but also in non-
rnember countries that receive Com-
munity aid, such as ACP (African,
Caribbean and Pacific) States re-
ceiving support from the European
Development Fund or Central and
East European countries. The find-
ings arising from the Court’s audit-
ing work appear in an annual report
published in the Official Journal of

the European Commuenities. In addi-
tion to the annual report, the Gowt
of Auditors may publish its findings
at any time in the form of a specidl
report.

The Court of Auditors also has an
advisory function whereby it plavs a
part in the drafting of Community
financial and budgetary legislation.
The Couit’s opinion must be sought
on financial regulations and it may
be consulted by the Community in-
stitutions on any draft regulation
with financial implications.

The results of the Court’s investiga-
tions and awdits and its opinions are
used by the Community mstitutions
in drawing up the budget, drafting
European legislation and estahlish-
ing the financial basis for Commu-
nity policies. The Parliament and
the Council take the Court’s annual
report as the hasis for granting pub-
lic approval in the form of a dis-
charge in respect of the use made of
Community funds.



Court of Auditors

External audit of
Community finances
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THE CONSULTATIVE
COMMITTEES

Origin of the 222 members of the
Economic and Social Committee

Number

Origin of the 222 members of the
; Committee of the Regions

Number

The Economic and Social Committee and the Committee
of the Regions are two consultative bodies that advise the
Community’s decision-making bodies on the social,
occupational and regional concerns of Europeans.

2,7.A THE ECONOMIC AND
SOCIAL COMMITTEE OF THE
EUROPEAN COMMUNITIES

Composition

The Comrmittee consists of represen-
tatives of & number of economic and
social fields, divided into three
groups: employers, workers and mis-
cellaneous activities (agricalture,
transport, wholesaling and retailing,
small and medium-sized businesses,
liberal professions and conswmers). It
is based in Brussels and has 222
members nominated by the govern-
ments of the Member States and ap-
pointed by the Council for a renew-
able four-year term of office. Such
appointments are made on a personal
basis and appointees must not be
bound by the instructions of any
organization. The members continue
to pursue their professional activities
and meet in Brussels only when re-
quired to do so for the work of the
Committee.

The role of the Economic and
Social Commitiee

The Committee is a consultative body
that brings together different eco-
nomic and social interest groups with
the united aim of realizing European
Union. Itis an institutional tool which
ensures that the Commission, the
Council and the European Parliament
are aware of the points of view of the
various economic and social groups
on the current priorities ol the Com-
munity. [t has nine specialist sections
and must be consulted by the Com-
mission and the Council before cer-
tain decisions can be taken. It may
also, either on Tequest or on its own

initiative, issue opinions on all aspects
of Community legislation. Its role is
therefore that of consultant to the po-
litical decision-makers.

The Single Act broadened the Com-
mittee’s role in drafting legislation for
the creation of the European single
market. The Maastricht Treaty
strengthened the Committee’s inde-
pendence by empowering it to draw
ap its own Rules of Procedeare and en-
abling it (o play a part in several new
fields for which the Commission is re-
sponsible.

2.7.B THE COMMITTEE
OF THE REGIONS

Set up by the Maastricht Treaty, the
Committee of the Regions enables
local and regional authorities to have
a direct say in the weork of the Com-
murities,

Its 222 members are representatives
of local and regional authorities and
are appointed for a four-vear term.
The distribution of appoinments by
country is the same as for the Eco-
nomic and Social Committee. It is
based in Brussels and has an organi-
zational structure in common with the
Economic and Social Committee.

The Committee of the Regions must
be consulted before decisions affect-
ing regional interests are taken. It
may examine all proposals submitted
by the Commission to the Economic
and Social Committee and deliver
opinjions on its own initiative. It must
be consulted on matters concerning
education, culture, public health,
structural networks and funds, and in
all other cases where the Council or
the Cornrnission sees {it to consult it.



Genesis of Economic and Social
Committee opinions

Various
groups




eurostat

THE EUROPEAN
INVESTMENT BANK

The European Investinent Bank (EIB) was founded in

1958 by the Treaty of Rome establishing the European
Economic Community as the means of financing capital
investment for promoting the balanced development of

the Community.

Organization of the EIB

The EIB is based in Luxembourg and
administered hy:

wa Board of Governors composed of
ministers nominated by the Mem-
ber States which lays down general
directives for the credit policy of the

Bank;

sa Board of Directors composed of
25 administrators and 13 depuries

appointed for a renewable five-year
term ol office by the Board of Gov-
ernors on the basis of nominations
by the Member States and the Com-
mission; it directs the general ad-
ministration of the Bank and takes
major decisions on granting and
raising, loans, setting lending rates
et

¥

sa Management Committee com-
posed of a President and seven

Loans granted by the EIB between 1990 and 1994

million ECU %

Within the EU

78 649

' Trojects ol interest to the Communiry located outside the territory of the Member States.




Vice-Presidents appointed for a re-
newable six-vear term of office by
the Board of Governors; it is ve-
sponsible for the current business of
the Bank, drafting proposals on the
raising and granting of loans and
implementing the decisions of the
Board of Directors.

The EIB’s capital, subscribed by the
15 Member States of the European
Union, has been raised several times
by the Board of Governors and was
doubled in 1990. Since 1 January
1995, it has totalled ECU 62 hillion,
enabling the Bank to grant loans and
issue guarantees up to a ceiling of
ECU 155 billion (250% of sub-
scribed capital).

The role of the EIB

As an independent Community insti-
tution, the EIB is responsible for
granting loans and issuing guaran-
ees to finance capital projects con-
sistent with the aims of Community
sconomic policy. Within the Enro-
pean Union it finances investments
whose purpose is to:

sfoster the economic advancement of
less prosperous regions;

smake industry more competitive at
international level, particularly by
promoting state-of-the-art tech-
nologies and small and medium-
sized businesses;

simprove transport and telecommu-
nications infrastructiures of benefit
to the Community;

sprotect the environmentr and im-
prove the quality of life: town plan-
ning, water supply and rreatment,
pollution controel, waste rgf}anage—
ment. soil protection, etc.;

simprove the security of energy
supplies.

It participarcs in financing projects
resulting from the White Paper on
growth, competitiveness and em-
ployment presented by the Gommis-
sion in December 1993, especially
those concerning trans-European
transport networks, energy and in-
formation. The EIB manages the
new European Investment Fund
(EIF) set up in 1992 as part of the
growth initiative with an initial au-
thorized capital of ECU 2 billion.

Outside the Community, the EIB
helps implement Community devel-
opment policy under the Lomé Con-

Breakdown of EIB lending
by aim in1994
(million ECU)

firms to compete
and European integration
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THE EUROPEAN
INVESTMENT BANK

ventions (70 African, Caribbean and
Pacific States), financial agreements
with 12 Mediterranean countries and
what is known as ‘horizontal finan-
cial cooperation” aimed at financing
regional or common interest projects
on both sides of the Mediterranean in
the areas of communications, energy
and environmental protection. Since
1989, it has {inanced projects in sev-
eral Central and East European coun-
tries {Poland, Hungary, the Czech Re-
public, Slovakia, Eulga_ria,, Romania,
Estonia, Latvia and Lithuania), par-
ticularly in the areas of transporr,
communications and energy, to assist
the economic recovery of such coun-
tries and their transition to a market
£CONOINY.

The EIB cooperates closely with other
Community funds in financing foans
to the coal and steel and nuclear ener-
£y sectors.

The EIB raises virtually all the re-
sources neeced to finance its Jending

by tapping the capital markets,
chiefly through bond issues. Tts excel-
lent credit rating enables it to obtain
the most favourable conditions avail-
able, the benefits of which are then
passed on to the recipients of its loans.

Currency breakdown of berrowings in 1994 (millien ECV after exchange)

Danish kroner (DKR)







THE FINANCING OF
THE EUROPEAN
UNION AND
COMMUNITY
POLICIES

In order to meet the objectives set out in the Treaties, the
European Union has, from the very ouiset, made every |
effort to implement common policies aimed at promoting
economic and social progress and improving living
conditions by removing the internal barriers dividing
Europe,. strengthening economic unity and closing the

gaps between regions.

The EU has put together a range of financial instruments
to provide itself with the means to achieve these aims.
Foremost amongst these is the Community budget, which
has been financed since 1970 from own resources, and the
use of which has been supervised since 1977 by the Court
of Auditors.

In 1995, the total EU budget came to ECU 76 billion,
which was 1.2% of the Member States’ GDP or a
contribution of ECU 205 for each citizen of the EU.

Some activities in specific fields are financed by extra-
budgetary resources: in the coal and steel sector, the
ECSC has resources obtained from borrowings and a levy
on coal and steel production, while the main channel for
Third World aid is the European Development Fund, to
which Member States contribuie directly.

A major slice of the resources eomes in the form of loans
granted by the European Investment Bank, both inside
and outside the EU, to support economic development in
the regions and in the Third World. These loans are for
the most part {inanced through borrowing. In 1978, the
EU set up the New Commgimily Instrument (NCI), which
allows it to grant loans financed by funds borrowed
directly by the Commission and channelled through the -
EIB.



General EU budget in 1995 (%)

Revenue
m VAT 51.4
\,{\\\? Customs duties 16.9
P
i
£ GINP-bhased resource F.‘ 28.4
Agricultural levies 1.1
Sugar and isoglucose levy 1.5
Miscellaneous 0.7

76 5 'B;I.II.OI‘IJ.'_'_




THE BUDGET The budget reflects the policy of the European Union.

Apart from expenditure in connection with the common
agriculiural policy and external action, which indeed
accounts for over half the total, the Community budget is
above all directed at investment for enhancing the
economic potential of the EU.

Ministers and the European Parlia-
ment are all involved in drawing up
the Community budget.

The budgetary procedure Number of EU staff shown
in the 1995 budget
The Commission, the Council of T g

Each vear, the Commission draws
up a preliminary dralt budget,
which is sent to the Council. The
Council then either adopts it or
amends it by qualified majority to
produce a draft budget which comes
before the European Parliament.
Parliarment discusses it at first read-
ing and can either approve and
adopt it or propose modifications for
‘compulsory” expenditure and adopt
amendments for ‘non-compulsory’
expenditure. (*Compulsory” expendi-
ture is expenditure arising directly
from the European Treaties or pther
acts adopted pursuant to the

Total 28 501

Trearties; it accounts for some 53% ol
the budget).

The budget is then re-examined by
the Council, which can either accept
the modifications and amendments
made by the Parliament by qualified
majority and thus adopt the budget,

| L -Trends in EU expenditure from 1985 to 1995 or make changes, in which case the

Year Expenditure Expenditure % of Community % of Member budget returns for its second reading
{million ECU) per citizen cDhP States’ public in Parliament, which then has the

final say. At this point it can reintro-
duce the amendments after a “coneil-
iation procedure’ with the Council
and a vote by qualified majority
(three fifths of the votes cast) and
thus finally adopt the budget. If it re-
jects the draft, the Council is obliged
to produce another.

(ECTH cxpenditure

The power of decision with regard to
the budget is therefore shared be-
tween the Council and the European
Parliament, which, being elected by
universal suffrage exercises a form of




democratic control, since the adop-
tion of the budget and the discharge
given to the Comrnission in respect of
its implementation both rest with it.

Revenue

Budget revenue for 1995 was ECU
76 billion, which works out at a con-
wibution of ECU 205.5 per citizen,
1.2% of the Member States” CDP
and about 2.4% of their budgets. In
1973, the European Community
budget made up 0.5% of GDP. This
percentage has increased in propor-
tion to the development of the com-
mon policies, as the EL assumes re-
sponsibility for an ever-increasing
share of each Member State’s policies
and the financing thereof. The re-
sources were increased in 1988 by a
reform aimed at implementing the
Single Act. This reform also estab-
lished strict budgetary discipline to
control expenditure and set a ceiling
on the EU’s own resources, which,
since 1970, had replaced national
contributions from the Member
States. In order to carry out the act-
ivities required in application of the
Maasmricht Treaty, this ceiling will be
increased from 1.20% of GDP in
1993 t0 1.27% in 1999 and the hud-
get will be increased by ECU 27 bil-
lion in real terms over the same peri-
od to reach ECU 87.5 billion in
commitment appropriations.

Revenue in the European Union’s
general budget is made up of the
following:

oVAT (value-added tax) provides
over half the revenue (51.4% in
1995} by means of a levy on the
gross value-added tax of each Mem-
ber State, Initially set at 1%, this
levy was raised to 1.4% in 1985 be-
fore a ceiling of 35% of GNP was set
on its basis of assessment in 1988.
(The new decision ou own re-
sources, which is currently in the

process of being ratified by the
Member States, will reduce the
maximum VAT rate from 1.4% to
1% in 1999, The basis of assess-
ment will be gradually be reduced
ta 50% of GNP in 1999);

scustoms duties on goods entering

the EU, together with the amounts
levied on agricultural products im-
ported into the EU, accounted for
16.9% of revenue collected in order
to align Community prices with the
prices of various imported prod-
ucts:

ssugar and isoglucose levies, which
were ntroduced in order to encour-
age producers to limit surpluses, ac-
counted for 1.8% of revenue;

win 1988, the European Council de-
cided to introduce a “fourth re-
source’, which is based on each
Member State’s GNP with careful
attention each country’s ability to
pay; in 1995, it accounted for
28.4% of revenue.

Expenditure

By far the largest part of EU expen-
diture, which totals ECU 82 billion
if the LDF and the ECSC gre also
taken into account, is operating ex-
penditure. At ECU 4 billion, admin-
istrative costs {the EU operates with
around 28 000 officials) account for
only 5% of the budget. Almost 90%
of the expenditure is allocated to eco-
nomic, social, culrural and regional

programmes in the Member States or
the Third World.

The agricultural sector still accounts
for over half of Community expendi-
ture, with farm price gnarantees and
aid paid directly to farmers to main-
tain their incomes alone taking up
45.0% of the budget. While the
amonnt spent on ‘green Europe’ may
at first sight appear disproportion-
ate, it can be explained by the fact
that it is in this area that Communi-

NL 3.7
A 2.7
P 15
FIN 1.4
5 2.5
UK 12.6

Miscellaueous 0.7




THE BUDGET

ty financing has most clearly taken
over from national financing.

Strictural measures arve the second-
largest item of expenditure, with
ECU 26.3 billion or 32.1% of the
budget. ft was in order to srengrhen
the economic and social cohesion of
the Union in the run-up to the single
market and economic and monetary
union that it was decided w coordi-
nate the Structural Funds, double
the funds available between 1987
and 1993 and allocate a sum of ECU
143 billion for the period 1994-99,
These increased funds are aimed at
reducing regional imbalances as part
of the regional policy, stepping up
the fight against unemployment and
taking action in the fisheries sector.

Research and technological develop-
ment are the subject of a framework
programme which enables the EU ro
support a large number of rescarch
projects involving cooperation be-
twéen teams from different Member
States; BCGU 3 billion (3.7 % of toral
financial commitments) are allocat-
ed to this sector. The other internal
Community policies im the fields of
training, vouth, eulture, audiogvisual
media, information. social measures,
energy, nuclear safety, the environ-
ment, consumer protection, indusory
and trans-European networks re-
ceive a total of FCU 2 billion (2.4%
of total expenditure) in 1995,

ECU 4.9 billion (6.0% of expendi-
ture) are set aside for external mea-
sures, comprising development co-
operation with the countries of
Central and Eastern Europe, the in-
dependent countries of the [ormer
Soviet Enjon, Latin America and the
Mediterranean countries, together
with food aid and emergency aid.
This total does not include the finan-
cial and technical aid under the
Lomé Convention for seventy
African. Caribbean and Pacific

conmtries, which is financed from the
extra-budgetary European Develop-
ment Fund {(EDF}: ECU 10.8 billion
between 1990 and 1995, of which
ECU 1.8 billion for 1995 (2.2% of
toral expenditure).




General budget: 1993-99
financial perspectives

Commitment appropriations
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THE STRUCI’U R AL The three Structural Funds — the !European Regional ,

Development Fund (ERDF) set up in 1975, the European

FUNDS AND Secial Fund (ESF) established in 1958 and the European
Agriculture Guidance and Guarantee Fund (EAGGY),
REGION Al_ Guidance Section, set up in 1964 — have been reformed
to make them more efficient and additional financial
PO”(Y resources have been made available. The purpose behind

this reform and the increase in resources was more
effective implementation of measures in the run-up io the
internal market in 1993 as provided for in the Single Act,
and to strengthen the economic and social cohesion of the
European Community by closing the gaps between the
more advanced regions and social groups and those which
are less favoured. With an eye to economic and monetary
union, the European Council at the end of 1992 and
reforms introduced in 1993, clarified and strengthened
the action of these Community instruments for structural
development, which play an important role, together with
the national and regional policies, in the economic and
social cohesion of the Union. In addition, the same
European Council set up a Cohesion Fund for eertain
economically less-favoured Member States, i.e. Spain,
Greece, Ireland and Portugal. This instrument was
created in 1993 and finally set up in 1994. Ti is intended
to help the less-favoured Member States to cope with the
transition to EMU and enable them to improve their
transport and environmental-protection infrastructures.
The Cohesion Fund (and, pending its effective stari-up,
the cohesion financial ipstrument) is I'eceiving gradually
increasing amounts — from ECU 1.5 billion in 1993 to
ECU 2.6 billion in 1999,

Also in the context of the Structural Funds, in 1993 a
Financial Instrument for Fisheries Guidance (FIFG) was
set up with the aim of gathering together all the financial
resources for structaral measures in the field of fisheries
and aquaculture.




The Structural Funds

Activities under the Structural
Funds are based on four complemen-
tary and indissociable principles.
1. Concentration of activity on six
priority ohjectives:

~ato promote the development and
structnral adjustment of under-
developed regions {Objective 1);

uto redevelop regions or areas with-
in regions (local labour markets or
urhar communities) which are seri-
ously affected by industrial decline
{Objective 2):

ato combat long-term wnemploy-
ment, to provide carecr prospects
for voung people (aged under 25)
and to reintegrate persons at risk of
being excluded from the labour
market (Objective 3);

ato {acilitate the adaptation of work-
ers to industrial change and devel-

opments in the production systems
(Objective 4);

oto speed up the adaptation of pro-

ducton, processing and marketing
structures in agriculture and
forestry and to help modernize and
restructure the fisheries and aqua-
gulture sectors (Objective 5a)

»o promote the development of rur-
al areas (Objective Sb);

ssince the beginning of 1995, 1o pro-

mote the development of the north-
ern regions in the new Member
States in Scandinavia (Finland and
Sweden) {Objective 6.

To achieve these six priority objec-
tives, coordinated action is required
from the ERDF, which is the main in-
strurnent for achieving Objectives 1,
2, 5b and 6, the ESF, which comes
inta play first and foremost in the
fight against long-term unemploy-
ment, the integration of young people
into working life and the readapta-
tion of workers, but also contributes

e

s

Appropriations for the Structural Funds 1994-99

. {million ECU at 1994 prices) '

Approriaﬁon

Total

' In addition to these amounts a total of ECU 4 747 million (at 1995 prices)
has been allocated to the three new Member States, broken down as follovws:

— Objective 1: ECU 154 million;
- Objectives 2-5hb: LECU 3 822 million:
— Objective G ECU 741 mallion.

Approximate breakdown by priority objective
{billion ECU, 1994 prices) '

Total Objectives 191 20.5

Transitional and
InovElive measures 0.3 0.2
R fga l‘%*: B R

21.7 229 24.5 26,2

0.2 0.2 0.2 0.2

' Tn addition to these amounts, a total of ECIT 4.7 billion (at 1995 prices) has been allocated to
the three new Member States, spread over the period 1995-99.

to regional programmes, and the
EAGGKE Guidance Section and the
new Financial Instrument for Fish-
eries Guidance (FIFG}, which basi-
cally finance the adaptation, guid-
ance and strengthening of
agricultural and [isheries structures
{Objective ba) and the development
of rural areas under Objectives 1 and
5h. The European Investment Bank
mainly grants loans and provides
guararntees.

2. One of the key principles behind
the operations of the Structural
Funds is partnership. Community
action is intended to complement
or contribute to the corresponding
national programmes. It is the fruit
of close cooperation between the
Cormmission, the Member State con-
cerned and the competent authori-
ties designated by the Member State
at narional, regional, local or other
level, all parties being considered as




THE STRUCTURAL
FUNDS AND
REGIONAL
POLICY

partners working towards a common
goal. The parmership covers the
preparation. financing, monitoring
and assessment of the operations.
The Commission’s role in this part-
nership is to ensure that Community
resources are spent in accordance
with the priorities- and policies es-
tablished by the EXJ. The initial
onus, however, lies on the Member
States and their regions themselves
to take responsibility for their devel-
opment, and, in keeping with the
principle of subsidiarity, the EU only
becomes involved in complementing
the national and regional pro-
grammes. The reforms of 1993
strengthened the coordimation be-
tween the Commission and all the
competent national, regional or local
authorities designated by the Mem-
her States.

3. The principle of the additionality
ol the resources allocated hy the
structural funds and the Member
States’ structural expenditure by
public or quasi-public bodies is de-
signed to ensure that they have a real
economic impact. The Member
States are therefore expect?}d to
ol

maintain their equivalent expendi-
wure at least at the same level as in
the previous programming period.
4. A fourth principle is that of pro-
gramming: this involves taking a
global view of the problems experi-
enced by the weakest regions, devis-
ing an overall strategy and applving
it for long enough for it to be able to
produce results.

In accordance with this principle,
plans are drawn up by the Member
States for each objective. After nego-
riations with the Commission, these
result in &' set of Community support
frameworks (CSIY) or single pro-
gramming documents (SPD}) setting
out the priorities, the financial re-
sources and the forms of Community
intervention for a period of three to
51X years,

These Community support frame-
works are translated into operational
programmes for each of the selected
areas of priority action, containing
detailed descriptions of the measures
to be cofinanced by the LU, this
makes it possible to check whether
the funds are being spent as planned
and to assess the results.

Approprluhons for the Structural Funds by Member State for the period 1994-99

Objective -

{million ECU af 1994 prices) '

GR E F IRI

2; Regions experiencing industrial decline

1143

6: Nordic regions

Total

1859 767 20 586

15 066

32 810 12 750 6 004

NB: n.d.: not vet determined.

" In addition to these amounts, a total of ECU 1 367 million has been st aside for Community initiatives and ECU 1 491 million for innevative

action, 10 be allocated at a later stage.
* 1985 prices.




The SPDs. on the other hand, set out
priorities and specify the aid to be
granted.

The implementation of the pro-
grammes or SPDs is monitored by
Monitoring Committees comprising
regional and national representatives
and representatives of the Comumis-
sion and the EIB.

Besides cooperating with the Mem-
her States, the Commission can take
the initiative itself to supplement the
programmes carried out jointly with
the Member States in fields and sec-
tors which it feels are vieal or should
have priority. The purpose of the
Community initiatives is to back up
other European policies, promote the
application of these policies in the re-
gions or contribute towards solving
problems which are common to a
number of regions: this covers cross-
border cooperation, the economic
and social redevelopment of regions
hit by sectoral crises {Rechar,
Resider, RETEX, Konver), aid to pe-
ripheral regions, vocational traiming
and job creation, the reintegration
into society of persons excluded from
the labour market, modernization of

the fishing industry in coastal re-
gions etc. The Community initiative
programmes (CIP) are cofinanced by
the Structural Funds and imple-
mented by the Member States and
the regions concerned. Some 9% of
the commitment-appropriations of
the Structural Funds have been ear-
marked for these programmes for the

period 1994-99.

The Commission also draws up pilot
projects aimed at exploring new av-
enucs in areas such as urban renew-
al, interregional cooperation, pro-
moting the creation ol networks or
local development.

The financial resources of these three
Structural Funds and the FTFG have
been increased substantially, [rom
ECU 7 billion or some 19% of the
Cormmunity budget in 1987 to ECU
23 billion or 30% of the budget of
the European Union in 1995. 1tis in-
tended to step up this effort still fur-
ther in the future and bring the
Structural Funds up to 33% of the
total budget of the European Union
in 1999.

n

&

U

Regional pelicy

Objectives 1, 2, 5b and the new Oh-
jective 0 are the only ones of a specil-
ically regional nature, but the others
of real interest to regions experienc-
g economic and social difficulties,
Objective 1 covers those regions
whose per capita GDP is less than
75% of the Community average.
These are above all peripheral re-
gioms wirh relatively litile industry or
where industry is threatened, and -

Appropriations for the Structural Funds by Member State for the period 1994-99

(million ECU at 1994 prices) !

P FIN? 5 UK

Objective

300

n.d

2 142

:Regions experiencing industri

684

|-

814 40 165 n.d.

- n.d. n.d. 450

5a: Adaptation of agricultural structures

= 211

6: Nordic regions

20 679 89 2084

1704 1420

10 265

Total

NB: nud.: not yet determined.

" In addition to these amounts, a total of ECU 1 367 million has been sec aside for Community initiatives and ECT 1 491 million for innovative

action, (o be allocated ai a later stage.
1985 prices,
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Regions eligible for Objectives 1* and 5b (1994-99) and Objective 2 (1994-96)

Objective 1:

regions of fagging
development

[ Totally eligible

Objective 5b:
Objective 2: development of
declining industrial rural areas
areas
[ Totally eligible
m'otally e{lglble C Par.ty eilglble
[ Rarty eligible

Sources: Statiscal data, SIRE, Cartography and geographic information management, GISCO.




NB: The list of regions eligible for the Structural Funds is published in the
Official Journal of the European Communities.
This map has no legal status.
Boundaries are for NUTS level 2.
At the time of this publicaticn, the correspending information referring
to the new Member States was not available.

* Objective 1 for region Abruzzi (Italy): 1994-96.
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clude the whole of Greece, {reland
and Portugal, some 70% of Spain
{11 regions in the south and west),
the Italian Mezzogiorno, Corsica, a
number of districts in Nord-Pas-de-
Calais and the French overseas de-
partments (FODs), Northern Ireland
the Scottish Highlands and Mersey-
side in the United Kingdom,
Flevoland in the Netherlands, Hain-
autin Belgium and the five new Lin-
der and East Berlin in Germany:
26.6% of the population of the EU
lives in these regions. Burgenland in
Austria has been on the list since 1
January 1995, The development pri-
orities in these regions include pro-
moting the produciion sector, mod-
ernizing the infrastructures for
communications, telecommunica-
tions and energy and water supply,
research and developiment, vocation-
al training, business services etc.

The industrial regions in decline tar-
geted by Objective 2 are those areas
which meet each of the following exi-
teria: a rate of unemployment above
the Cormunity average, a ratio of

Community initiatives for the period 1994-99

Community initiative

(billion ECU, 1994 prices)

Amount 1994-99

7

i
e

e

-
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persons emploved in industry to the
total of those in emplovment which
1s equal to or higher than the Com-
munity average, and a significant
decline in industrial employment.
Coverage may also extend to areas
which are contiguous with those de-
fined above, urban communities
with an unemployment rate at least
50% higher than the Community
average where there has been a
major decline in industial employ-
ment, areas undergoing industrial
change which are suffering a serious
increase in unemployment, areas
(particularly urban areas} facing
serious problems in the redevelop-
ment of run-down industrial sites,
and areas affected by problems in
connection with the restructuring of
the fisheries sector. Around 58 mil-
lion people, or 16.8% of the total
population of the EU, live in these
areas.

This list of regions is revised every
three years. The priority in these re-
gions is employment and the gquali-
tv of the economic environment: the
promotion of new activities, the re-
development of sites, land and
buildings, economic restrdcturing
and improvement of the region’s
image, training, research and devel-
opraent, forging cloger links be-
tween universities and industry, ete.

The areas covered by Objective 5h
are selected on the basis of their lev-
el of socioeconomic development,
assessed in terms of per capita GDP
and in particular the large propor-
tion. of jobs in agriculture compared
with total emplovment, the low lev-
el of agricultural incomes, low pop-
ulation density and the tendency to-
wards substantial depopulation.
Peripheral areas and islands, moun-
tain regions and regions which have
suffered badly from the reform of
the CAP or the restrucruring of the

R

i

i
i

fisheries sector may also be covered.
In these areas, which have a popula-
tion of over 28.5 million, or 8.2% of
the Community total, the {focus is on
diversifying economic activity and
creating jobs in non-agricultural
sectors - particularly o tourism and
small and medium-sized businesses.
The regions targeted by Objective 6
are the very sparsely populated areas
in Finland and Sweden (eight or
fewer inhabitants per km®) north of
the 62nd parallel

&
N
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The completion of the internal market in 1993 involved
the reinforcement and development of the common poli-
cies with a view to bringing about greater economic and
social cohesion in the European Community, and with the
prospect of economiec and moenetary union this has be-
come even more important. It was with this aim in mind
thai the Structural Funds were reformed to make the
regional policy more effective, although other fields, in
particular social policy, have also benefited. The priority
objectives drawn up by the Commission and the Council
target the environment, energy, industry (see Chapter 13),
research and technelogical development (see Chapter 7),
transport and infrastructures. The reform of the common
agricultural policy was decided on in 1992 and is gradu-

ally being implemented.

The common agricuitural
policy (CAP)

n Objectives

Iy 1957, at a vime when agriculoural
production in the Member States
was far from mee'ting Te qu:i rements,
the objectives of the CAP were set
out in the Treaty of Rome: to in-
crease agricultural productivity and
thus ensure a fair standard oféliving
for farmers. to stabilize markets, to

assure the availability of supplies,
and ensure reasonable prices for con-
SUImers.

s The means

In order to attain these objectives,
the various markets for agricultural
products bave been organized at
Community level since 1962, in ac-
cordance with three fundamental
principles:

— market wnity, which implies total
freedom of trade and therelore the
abolition of customs duties at in-
tra-Community borders and the es-
tablishment of a common external
custons tarifl, common prices and
common rules of competition.;

— Comumunity preference, which gives
priority to the sale of Community
products and protects the internal
market from fluctuations in price
levels on the world markex;

— joint financial responsibility, which
means that the costs of the com-
mon. policy are horne jointly; CAP
revenue and expenditure are
shown directly in the EU budget.




comrmon organization of marx-
s has gradually expanded to
1 virtually all European produc-

JU expenditure on the CAP is effect-
through the European Agriculture
uidance and Guarantee Fund
\GGF). Its Guarantee Section [i-
ances price guarantees, purchases
intervention agencies, storage
costs, direct income subsidies, subsi-
es for the marketing of products,
and export refunds to offset the dif-
fexence between prices on the Com-
munity market and those on the
world market. The EAGGE Guid-

nce Section finances the improve-

the means at its disposal have been
substantiatly increased with the re-
form of the Structural Funds.

= Result

The results produced by the CAP after
almost 30 years can be summarized
as follows:

—it has assured availability of sup-
plies through a substantial increase
in production, as reflected in the
spectacular growth in productivity,
to the extent that the food short-
ages of the 1960s have been trans-
formed into surpluses {for a number
of products, i.e. milk, table wine,
meat, cereals and sugar;
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—reasonable consumer prices have
been ensured and the markets sta-
bilized for most products;

-~ regular supplies have been guaran-
teed, with the aid of worldwide
trade links:;

- farmers’ incores rose at more or
less the same rate as other incomes
until the end of the 1970s, since
when they have been under pres-
sure as a result of the stagnation or
even decline in producer prices
arising from the growing surpluses
in the 1980s; there are, moreover,
major differences in income be-
tween farmers depending on the
products, the size of the holdings
and the region.

Olive oil Beef and

veal

Skimmed mills
powder

Butter

Cereals

s The reform of the CAP

The CAP has hrought about struc-
tural surpluses which have substan-
tially increased stocks. Expenditure
on guarantees (which increased six-
fold between 1970 and 1986) has
become a great burden on the EU
budget but has still not been able to
counteract the drop in agricultural
incomes particularly in the case of
small holdings and those in less-
favoured regioms.

In spite of the successive measures
introduced since 1984 with a view to
reducing cdosts and eliminating sur-
pluses for'example, milk quotas, the
systern of stabilizers (involving max-
imum guaranteed quantities) and
the co-responsibility levies, together
with structural measures aimed at
promoting afforestation, protecting
certain environmentally sensitive ar-
eas and encouraging diversification
in agriculture and the set-aside of
arable land a radical reform of the
CAP proved necessary. This was
adopted in June 1992,

The fundamental reform of the
majority of the arrangements for the
common organization of markets,
together with major accompanying
measures, was a decisive turning
point in the development of the CAP.
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This reform primarily invobved-turn-
ing a price-support policy into a pol-
icy geared more to direct aid to pro-
ducers, while also providing a
response to the increasing concern
about the improvement of the envi-
ronenent and the socioeconomic de-
velopment of rural areas. However, it
continued to respect the principles
which had been fundamental to the
CAP from the outset, i.e. Commumi-
ty preference, joint financial respon-
sibility, the unity of the markets and
a reasonable standard of living for
people working in agriculture.

The main aims of the reform were as
follows:

—improved balance on the agricul-
tural markets throngh more effec-
tive control of production and a
more dynamic approach to de-
mand;

- increasing the competitiveness of
FEuropean agriculture, on both the
internal and external markets,
through substantial price reduc-
tions to promote an increase i in-
rexrnal use and facilitate sales on
the world market;

—more extensive production mieth-
ods to help protect the environ-
ment and reduce agricultural sur-
pluses;

—a certain redistribution of aid in
favour of the holdings most at risk;

—keeping an adequate number of
farmers active, while favouring a
degree of mohility in the factors of
production particularly the land so
as to encourage rationalization of
production structures.

The most important measures pro-
vided for under the reformed CAP
CONCErnL:

—cereals, oleaginous and protei-
naceous crops, for which the guar-
anteed prices are being reduced

(by up to 30% over three years in
the case of cereals), but which en-
joy a system of compensatory aid
in order to maintain agricultural
incomes; this aid ig linked to the
set-aside of a certain percentage of
the land usually used for these
crops, which may be used for non-
food and non-fodder crops (for ex-
ample, for the production of bio-
fuel):

— animal produce: the intervention
price for beef and veal is being re-
duced by 15% over three vears and
the intervention ceilings are being
lowered, while premiums are
granted with a view to promoting
product quality and environmental
protection (extensive stock-farm-
ing). The measures already in force
for sheepmeat, pigmeat, poultry
and eggs have been maintained
with a view to avoiding overpro-
duction; the milk quotas remain in
force and the guaranteed prices for
butter are coming down by 5%
over two years; the stock-farming
sector should also generally benefit
from the reduction in the prices of
cereals and other feedingstuffs in

connection with the reform of the
CAP.

The reformed CAP is being imiple-
wented gradually starting from the

1993/94 marketing vear.

S

In addition to this set of measures,
which are primarily aimed at con-
trolling production, there are the ‘ac-
companving measures’, which con-
cern agricultural activities and land
use, l.e. measures aimed at conserv-
ing the environment (a system of
aids to encourage farmers to use pro-
duction methods which are less pol-
luting and easier on the environ-
ment, and a system of aids aimed at
ensuring the conservation of natural
resources and the maintenance of the
natural environment), afforestation
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aids {to cover the cost of the work
and the maintenance ol plantations,
to compensate for loss of income and
to improve wooded areas) and an
early-retirement scheme for farmers
{retdrement prerniums, annual pre-
miums, pension supplement).

Common fisheries policy

The common fisheries policy (CFP)
which was drawn up in 1983, was
reformed in 1992, primarily with a
view to maintaining the balance be-
tween [ish stocks and fishing activi-
ties by means of the rational man-

agement ol respurces under the prin-
ciple of subsidiarity, particularly
through measures to put the onus on
the fishing industry itself and

through inspection. The common
fisheries policy covers four main areas;

(i) access to fishing waters, and che
conservation and management of
resources: the 200-mile Commu
nity fishing zone is in principle
open to all fishermen in the EU
with, nonetheless, some restric:
tons in favour of coastal fisher-
men up to 12 miles; the protec-
tion | and management of
resotirces in the Atlantic and ad-
jacent seas is guaranieed by total
allowable catches (TAGs), which
are fixed each year and distrib-
uted amongst the Member States
on a quota basis, by vestricting
fishing in certain aveas (fishing
periods, numbers and types of
vessels), by imposing minimum
mesh. sizes for nets, by granting
fishing licences (as from January
1995) and by surveillance mea-
sures carried out by the authori-
ties of the Member States and
European inspectors; similar
measures have been drawn ap for
the management of vesources in
the Mediterranean;

(it) the common organization of
markets through:

wa system of producer organiza-
tions;

asetting mavketing standards;

=a system of guide prices which
are fixed annually;

san external trade system
which, by using reference
prices {ixed annually, allows
market stabilization measures
to be taken in the event of a
crisis caused by large-scale
imports at abnormally low
prices;



(ifi) a structural policy developed in
1966 and revised in 1992 to in-
troduce multiannual guideline
programmes subsidized by the
EU to improve productivity in
fishing; its main aims are the
renewal and modernization of
the fishing fleet while limiting
its capacity to keep it in line
with the available resources and
the development of the othex
activities in the sector (aqua-
culture, precessing, marketing,
ete.); since 1 January 1994, the
new Financial Instrument for
Fisheries Guidance (FIFG) has
brought together all the fund-
ing of structural measures in
the fisheries and aguaculture
SECLOT;

(iv) the conclusion of fishing agree-
ments with non-Community
countries and participation in
intergovernmental organiza-
tions dealing with these
matters.

The common fisheries policy costs
reladvely little, and while the Com-
munity appropriations allocated to it
did rise from ECU 190 million in
1986 to ECU 776 million in 1994,
this still only amounts to about 1.1%
of the EU budget. The 1995 budget
for the CFP is ECTU 8§49 million.

Environment policy

Since 1972, the Heads of State or
Government of the EC Member
States have been laying the founda-
tions for a common policy on the en-
vironment. The first two action pro-
grammes consisted mainly of
measures to restore the environment
on a European scale. In 1983, the
third programme highlighted the
fundamental principle which is the
current basis of the Ells policy on
the environment. namely that pre-

vention is better than cure. It was the
sSingle Luropean Act which laid
down the explicit legal and political
bases of a meaningful policy on the
environment.

The fourth action programme
(1987-92) was aimed at svstemati-
cally integrating the environment
policy with other Comuounity poli-
cies and establishing European stan-
dards for environmental protection.
The fifth action programme adopted
in Decernber 1992 entitled “Towards
sustainahble development’, marks the
beginning of a "modern’ environ-
mental policy geared to economic
and social realities. It deals with the
form which growth must take in the
future starting from the idea that it is
not possible to make unlimited de-
mands on our planet’s environment.
The strategy is based on partner-
ships between governments, indus-
try, consumers and all other parties
involved in economiec and social life.
It stresses more rational use of re-
sources (reduced production, more
efficient urilization, re-use and recy-
cling), the development of renew-
able, non-polluting energy sources
and the recovery of energy fgom in-
dustrial waste, and waste manage-
ment to avoid accumulation and en-
courage recovery. The programme
provides for an ecological dimension
in all Community policies, tax or
economic incentives for products
and services which respect the envi-
ronment, improved information and
education for the general public and
aid for research and technological
development. It reaffirms the pol-
luter-pavs principle, but also pro-
vides for specific financial aid mech-
anisms, such as the financial
instrument for the environment
(LIFE) and the Cohesion Fund for
Spain, Portugal, Greece and Ireland
set up by the Treaty on Furopean
Union.
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The EU’s new environment policy is
based on the principle of prevention
— in other words, an approach to
economic and social progress which
takes care to avoid ecological dam-
age. If they are to be effective, envi-
ronmental protection measures can-
not be considered in isolation. The
ecological dimension must be taken
into account in the overall planning
and decision-making process in all
sectors, but particularly in agricul-
ture, the oil industry, energy, trans-
port, tourism and regional develop-
ment. Moreover, the strengthening of
environmental protection standards
should not be regarded as mere red
tape, but as a necessity, and it should
be borne in mind that the additional
costs involved are not non-produc-
tive but often geunerate economic
growth and jobs, as suggested in
Chapters 9 and 10 of the 1993 White
Paper on competitiveness, growth
and employment.

el
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Energy policy

Energy plays a strategic part in the -

economy and is marketed very much
as a public service. The aims of the
measures taken under the common
energy policy are the completion of
the internal energy market, security
of supply (involving cooperation
with both consumer and producer
countries outside the EU) and envi-
ronmental protection.

To ensure that the energy market op-
erates under the same conditions as
other markets, steps must be taken
to dismantle the obstacles to trade
and the distortions of competition
hampering the internal market. The
initial focus of the action carried out
by the Commission is transparency
m energy costs, particularly for gas
and electricity, in order to ensure
that all energy sectors are open to
competition. This involves removing
or modifying the monopolies and the
State aid which are frequent features
in the energy sector, aligning the sys-
tems of indirect taxation (rates of
VAT and excise duties), and opening
up the public energy markets under
the same conditions as for other sec-
tors of the economy. A further objec-
tive is the free movement ol goods

and services in the energy sector, ail
i particular the removal of technil
barriers through the harmonizatio
of regulations and legal or technig
standards regarding the quality o
products, the equipment used by
producers or consumer appliances.

Given that the EU has an energy
deficit and is therefore reliant on i
ports, security of supply is of capitl
importance. The Commission’s ac
tivities centre on the stabilization of
markets (particularly oil markets|:
energy conservation, the improve
ment of transport infrastroctues.
with'the interconnection of ngt
works, transhipment facilities at
ports and oil and natural gas storag
facilities. Attention is also heing giv
en to developing the external aspecls
of the common energy policy
through cooperation agreements o
energy issues and the drafting of &
pan-European energy charter. This
charter, which was signed by almost
50 countries in the Hague on 17 De-
cember 1991, clearly brings out
how interdependent the countries of
Europe are with regard 1o energy
and specifies the areas for coopera
tion bhetween producers and con
sumers of energy. It is being imple-
mented under international law,
including the GATT rules, by virtue
of the signing, by almost all the par
ties to the charter, of an initial Treary

in Lishon on 17 December 1994,

Environmental protection has now
become a cormponent of all Commu:
nity policies. It is of particular im-
portance for the energy policy, sing
the production of electricity, whether
through burning coal or hydrocar-
bons or from nuclear energy, and the
energy consumed by industry and
transport are major sources of pollus
tion. The commoan energy policy
aims to cut down pollution, encow-
age energy conservation, promote
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the use of new forms of renewable
energy, stimulate research on the in-
teraction between energy and the en-
vironment and encourage improve-
ments in energy efficiency.

Transport and infrastructure
policy

Given the [resh impetus by the Single
Act, the Community’s transport pol-
icy has the primary aim of bringing
about the free movement of services
in all sectors of transport — by sea,
inland waterway, road, rail and air.

The completion of European trans-
port networks is one of the top prior-
ides of the EU, which has taken a
large number of measures such as:

sthe complete liberalization in 1993
of international transport and cab-
otage by road, a sector previously
subject to quotas;

sthe liberalization of rail transport
and the development of high-speed
networks, which are measures
aimed at improving the efficiency of
combhined transport {rail-road);
wtechnical harmonization and the
recognition of qualifications in the
field of inland waterway trangport;
smeasures in the sea transport sector
to improve safety at sea, maintain
the Community fleet and the level
of employment, ensure the freedom
to provide services between Member
States and with non-Community
countries, and set up a Community
shipping register and flag;
sa programme for liberalizing air
passenger and freight transport, in
particular with greater flexibility in
operating regulations and rules
governing the sharing of capacity.
The purpose behind the introduction
of trans-Furopean networks is to in-
terconnect existing networks, {ill in
the ‘missing links’ or unblock the
bottlenecks between the various

nalional networks, overcome the iso-
lation of the peripheral regions and
extend the Community networks to-
wards northern, central, eastern and
Mediterranean Lurope. The trans-
European network programme is
primarily aimed at road transport in-
frastractures with the interconnec-
tion of cross-border roads or motor-
wavs, and at railways with the
construction of a high-speed net-
work. the improvernent of rail links
between neighbouring networks i
border regions and the completion of
major frans-European railway
routes. In air transport, the priority
is to un"ify the systems of air traffic
control. With regard to energy, the
extension and interconnection of
transport networks for electricity
and natural gas form part of the pal-
icy for srengthening the security of
supply and the optimum use of pro-
duction capacity. The development
of telecommunications is a response
to the need to exchange information
throughout the EU resulting from
the development of a world of multi-
media (sound, text and image).
Telematics will support education
and vocarional training at European
level through the creation of data-
bases and information banks. Busi-
nesses are making increasing use of
the new mmformation services carried
by European networks, (electronic
mail, teleworking).

The financing of this vast priority
programme is through both private
capital and public funds at national
and Commumity levels.

The plan of action for combating
unemployment and prometing em-
ployment adopted hy the Furopean
Council in Brussels in December
1993 on the basis of the Commission
White Paper stresses the need to
speed up the creation of trans-Euro-
pean transport, energy and telecom-
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munications networks. The ‘outline
plans” which had already been pro-
duced, showing the layour of the net-
works throughout the EU for high-
speed trains, combined rail-road
transport, roads and inland water-
ways, were supplemented in 1994 by
plans for the conventional railways

infrastructure, ports and airports,
the transport and distribution of gas
and electricity and information in-
frastructures (the information
‘superhighways’). ECU 20 hillion
per vear is to be devoted to these
measures at European-level over a

period of six years (1994-99).
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Competition policy

The European Union has created a
single market open to companies in
all the Member States, which can sell
their products, seek the goods and
services they need and divectly ex-
tend their activities throngh invest-
ments in other Member States. Hay-
ing set up this single market, the
Union has also developed a single
svstem of competition rules which
apply at Community level, particu-
larly with a view to preventing com-
panies from creating artificial obsta-
cles to trade. Furthermore, when the
activities of companies and their
cornpetitive relationships transcend
national borders it is difficult for the
national authorities to protect com-
petition effectively, and, for their
part, companies wish to aveid hav-

ing to deal with a variety of compet-
tion rules in the various Member
Stares. This single gystem is also de-
signed to protect the consuwmer by
preventing companies and govern-
ments from acting in a manner
which s likely to restict competition
and hence deprive the consumer of
the advantages arising fromm rivalry
between companies. The competi-
tion rules apply to all companies —
European or not — selling goods and
services within the European Union
and the entire Furopean Economic
Area. Companies established outside
the EU ip'fringe these rules if any
anti-competitive conduct on their
part extends to the European mar-
ket. Penalties have in the past been
imposed on a number of companies
on these grounds.




Any conduct resulting [rom an
agreement between companies or a
dominant position held by a compa-
ny which affects the normal [unc-
tioning of the market may be subject
1o penalties if it is likely significantly
to affect trade between Member
States. Competition must in prinei-
ple operate in all sectors of activity
and economic operators must there-
fore be prevented [rom entering into
agreements which are likely to re-
comparunentalize the markets and
indirectly re-establish the internal
borders. Companies should thus not
he able to fix their selling prices
jointly in such a way as to deprive
the consumer of the possibility of
taking advantage of different prices.
Similarly, agreements between
manufacturers and retailers may be
justified if they are in the interests of
efficient distribution or the provision
of high-quality after-sales service,
but must not be used to make it im-
possible for consumers living in one
Member State to buy a produet in
another where the price is lower. In
addition, companies with a large
share of the market cannot abuse
their dominant position to make
consumers pay higher prices or oust
less powerful competitors without
infringing Community rules. Finally,
infringements of a more structural
nature could result from merger op-
erations, which will be prohibited if
they give companies a lasting possi-
bility of operating without paying at-
tention to competitors or their cus-
tomers, Iree competition mayv also
be impaired by action on the part of
the Member States themnselves — for
example, they may be tempted to
subsidize domestic companies di-
rectly or indirectly in order to help
them compete with companies from
other Member States. In addition, by
granting exclusive rights for certain
hasic services such as electricity, wa-

ter, transport or telecommunica-
tions, governments directly restrict
competition, which may result in
lower-quality services with little in-
novation and high prices.

Within the Iluropean Union, compe-
tition policy has made a decisive con-
tribution to the integration of hither-
to separate national markets to form
a single market. This is an advan-
tage both for consumers and indus-
try and for the economy as a whole.
Competition enables consumers to
choose goods and services at the best
price among those offered by com-
panies in all the Member States of
the European Community, thanks to
the rivalry between companies try-
ing to idendifly and meet conswmers’
requirements. The system therefore
encourages companies to invest and
innovate in such a way as to bring
out the most competitive products.
In addition, companies which are
subject to competition within the
European market are better
equipped to face up to their non-
European rivals on world markets.
More generally, competition is a fun-
damental force in market economies,
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ensuring that prices reflect the gen-
uine relationship between supply
and demand.

On the basis of the Treaties estab-
lishing the Furopean Union and the
European Economic Area, compa-
nies with foreign capital registered in
Europe are treated in the same way
as European companies and are
therefore obliged to respect Euro-
pean rules concerning competition in
the same way as any other European
company. The decisive criterion is
the effect which anti-competitive
conduct could have on trade be-
tween Member States. If it has such
an effect, the conduct in question
may be prolubited, regardless of the
nationality of the companies in-
volved. For example, an American
computer company established in
Europe will have to comply with
European provisions and not with
American standards. This principle
also applies to European companies
established abroad. European com-
panies may adopt practices or sign
agreements between themselves or
with non-European companies relat-
ing to non-European market§, in
which case the competition rules of
the countries whose markets are con-
cerned will apply. Thus, agreements
between two European motor manu-
facturers to share the United States
market will be subject to American
competition rules. The European
Union has the right to analyse the
contents of agreements between for-
eign companies in respect of their
impact on the European market. The
Court of Justice of the European
Communities has decided that in
such cases the territorial principle
will apply, i.e. the European Union
may oppose any agreement between
foreign companies which could re-
strict or distort competition, but only
n so far as the agreement is imple-

mented within the territory of the
European Union.

Social policy

Ever since 1957, the Treaty of Rome
has included among its explicit ob-
jectives the improvement of living
and working conditions, but in is
social provisions it merely mentions
equality of remuneration between
men and women, social security for
migrant workers and vocational
training. It provides for the estab-
Lishment of a European Social Fund
— which was in lact set up in 1961 -
responsible for vocational training
and the reintegration of unemploved
persons mto working life.

——

Since 1974, a social action pro-
gramme has been in operation. It has
three main aims: full and better em-
ployment, improved living and
working conditions and involvement
of the two sides of industry.

Unquestionable progress has been
made in. the realization of these oh-
jectives, but progress on the harmeo-
nization provided for has been only
fragmentary. Since 1936, with the
Single Act, the establishment of a
genuine social area has been one of
the central elements in Community
policy. The single market is meant
to comprise a social dimension so
that all social categories and regions
may benefit from the impetus it
generates. This was the aim of the
reform of the Structural Funds (see
Section 3.2) and the Community
Charter of the Fundamental Social
Rights of Workers, adopted in
Strasbourg in December 1989 by 11
Member States, the United King-
dom abstaining.

On the basis of this Social Charter,
the Commission has embarked on
the development of a body of Com-



munity legislation on social rights.
The aim of action by the European
Union is not to standardize the
national social systems but rather to
promote common priorities and
strengthen national policies and
make them more consistent.

For the time being, Community act-
ivity focuses on the following
points: increasing the coordination
of social security systems, harmo-
nization in the fields of equality be-
tween men and women at the work-
place and the social and
occupational integration of handi-
capped persons, harmonization of
legislation on atypical {insecure)
work, health and safety at work and
protection of minors, okd people and
handicapped people. A Protocol on
social policy, adopted by the Euro-
pean Council in December 1991, in-
corporated into the Maastricht
Treaty and valid in all the Member
States except the United Kingdom,
defines the framework for attaining
a number of objectives in labour
legislation. The agreement on social
policy opens up the possibility of
collective agreements at Furopean
level; it also defines the fields in
which only a qualified majority
rather than unanimity is required
for the Couneil to approve deci-
sioms.

Commumnity action in the social lield
favours dialogue between the two
sides of industry and gives priority
to concerted action on the legislotion
for achieving these objectives, with
the ultimate aim of reaching frame-
work agreements bhetween workers
and employers in all areas where
this proves to be possible. The White
Paper on European social policy
adopted by the Commission in July
1994 aims to set out the strategy for
consolidating and developing rhe

Union'’s action in this area in the fu-
ture. It is centred on four main
themes: the development of the Euro-
pean social model, the top priority
given to employment, consolidation
of the legislative basis, and strength-
ening coordinated action to integrate
people who are excluded from the
labour market. The White Paper pro-
poses a number of specific measures
in fields where tangible progress
could be made in the short term, to-
gether with areas for longer-term
consideration.

The plan of action for combating un-
employment and promoting employ-
ment adopted by the European
Council in Brussels in December
1993 on the basis of the Commis-
sion’s White Paper on growth, com-
petitiveness and employment sets
out a genteral framework comprising
seven priorities on which policies
conducted by the Member States at
national level should be based:

simproving education and training
systems;

simproving flexibility within £ompa-
nies and on the labour market;

sstudying, at company level, eco-
nomically sound approaches to the
reorganization of work;

stargeted reduction of the indirect
costs of labour (compulsory duries),
particularly for unskilled workers:

simproved use of the public funds
devoted to combating unemploy-
ment (guidance for unemployed
people through public or private
specialized agencies);

sspecific action for voung people
leaving school without adequate
training;

I
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sdevelopment of new areas of em-
ployment (cuality of life, environ-
ment).

National policies for combating un-
employment are supplemented by
Community-level activities, particu-
larly comprising measures to promote
small ‘and medium-sized businesses
and the-establishment of major wans-
European transport, energy and in-
formation networks.

In December 1994, the Essen Furo-
pean Council adopred a series of spe-

cific proposals for action by the Mem-
ber States with a view to promoting
human resources. speeding up job
creation, reducing the indirect costs of
labour, promoting active labour-mar-
ket policies and action {or disadvan-
taged groups. The Member States are
called on to incorporate these recorn-
mendations into their national poli-
cies and translate therm into a multi-
amual programme, taking account of
the peculiarities of the economic and
social situation in each country.

Consumer policy

The eatry into force of the Treaty on
European Union has raised consumer
policy to the level of a genuine Com-
munity policy, which is being tmple-
mented inder the second three-vear
action plan (1993-95) in favour of
Earopean consumers,

The European Union aims to achieve
a high level of consumer protection
by means of harmonizing legislation
on consumer products, particularly
foodstuffs, cosmetics, domestic ap-
pliances, etc., and on services, witha
view safeguarding the economic in-
terests, health and physical safety of
the citizens of Europe. The measures
taken concern the quality, presenta-
tion and marketing of products,
guarantees and after-sales service
and informing and educating con-
sumers to make them more aware of
their rights. In accordance with the
principle of subsidiarity, efforts have
been made to promote the coopera-
tion of consumer, producer and sup-
plier organizations at national and
local level.

Other community policies

Research and development policy,
education policy, industrial policy,
trade policy and development aid pol-




e all dealt with in the chapters
different topics.

arious other fields such as cul-
, audiovisual media, communica-
the fight against crugs, public
, citizens” rights, external and
al political cooperation, legal
airs, security, ete.
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THE ENVIRONMENT

The environmeni may be defined as man’s physical
surroundings, on which he depends for his existence and
all his activities. Human beings need air for breathing,
water for drinking and many other uses, meat {(animals)
and vegetables (plants) for food, materials from the soil to
construet houses and other buildings, land on which to
produce crops, travel, relax, eic. The environment thus
consists of air, water and soil, which are used by planis
and animals as well as by man.

As space for the growing human population is obviously
limited, and because natural resources are being used
ever more intensively, an increasing strain is being put on
the environmeni. Humans are encroaching more and
more upon the soil, air and water, which are being
polluted by all kinds of noxious substances, losing their
original properties and becoming denatured. Public
awareness of these dangers is growing, at both local and
international level — pollution knows no frontiers and
affects neighbouring countries as well as the European
Union. Convinced that only Europe-wide (or even world-
wide) regulations can help overcome the dangers
threatening the environment, the Community has been
running a series of projects since 1972. Work on these has
been stepped up since the Single European Act and the
Treaty on European Union came into force.

The Union has also drawn ap environmental action
programmes, the fifth of which is currently under way,
and is signatory to a number of conventions seeking to
proiect land and sea — the Oslo and Paris Conventions
(marine prolection), the Basle Convention on Wastes, ete.

The European Union is also playing an important rolé in
implementing the decisions taken by the United Nations’

World Conference on the Environment, known as Rio '92,
and the programme it adopted, Agenda 21.




vuman detivitie,

Agriculture .
Forestry

Fishing
Industry
Transport
Comstructioy

“Tourism

e

Lol
.

=

7

Lo
G

g
e
: .



eurostat

THE PHYSICAL AND
HUMAN
ENVIRONMENT

EURO-AGREEMENTS

Although the European Union is relatively modest in size
(3 238 700 km?®), iis restricted area, its geographical
situation and its natural conditions, usually extremely
favourable, have made it a densely populated part of the
world (370 million inhabitants, i.e. an average density of
114 inhabitanis per km*) and a major centre of economic

activity.
Relief

The European Union, which occu-
pies the western portion of Eurasia,
has a very varied relief, broken up by
mountain ranges and massids, plat-
eaux and small plains. This varied
topography is conducive to the intru-
sion of mnaritime air masses, making
Europe an early and dense centre of
settlernent.

In the north, the crystalline rocks of
the Scandinavian shield form moun-
tain ranges, plateaux and plains
shaped by glaciation from the Ter-
riary and Quaternary Eras. The
motmtains, which rise to a maximum
altitude of 2 469 m, are flat-topped
and cut through by deep entrenched
glacial valleys that are flooded on the
coast (fjords). The moraine-covered
plateaux and plains hold nungerous
lakes.

The central portion features a num-
ber of medinm-altitude mountain
ranges {rarely exceeding 1 000 m),
rounded or flat and made up of
mainly crystalline, schistose or sand-
stone rocks. Formed during the Pri-
mary erd, these were eroded, uplifted
and then folded/faulted during the
Tertiary era. They are dotted with
extinet voleanoes and hold rift val-
levs such as the Rhine Valley or the
Scottish Lowlands and vast sedi-
mentary basins consisting of low
limestone or sandstone plateaux and
depressions of clay, sand or marl (the
London, Paris and Swabian-Fran-
conian Basins). These ancient ranges
{form the southern border of the vast
North European Plain, marked by
Tertiary and Quaternary glaciation
which left behind hills of moraine
and vast expanses ol sand or clay, the
seaward, low-lying fringes of which
are prone to flooding.

South-eastern Europe is character-
ized by high mountain ranges
formed in the Tertiary era. These
consist of crystalline, schistose or
limestone rocks, the latter heavily
folded. The alpine peaks are often
sharp and heavily eroded, cradling
deep glaciated valleys. The main
mountain ranges are the Alps (4 800
m}, the Jura (1 700 m), the Pyrenees
(3 400 m}, the Betic Cordillera (3
480 m), the Apennines (2 900 m)
and the Pindus Mountains {2 600
m). The land often rises to these high
peaks across subalpine plateaux
such as the Bavarian or the pre-
Pyrenean platcau, or forms deep de-
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pressions such as the Po Vallev or
the Ebro or Danube plains.

This varied relief has encouraged
settlement i the plains and valleys,
travel and trade being fostered by
the natural corridors formed by the
major river valleys or plains and rift
vallevs. Even the mountains, which
tend to be a hostile environment,
have not escaped human settlement.
Only the vast frozen wastes of north-
ern Scandinavia remain viviually un-
populated.

Climatelogical data, by country

Annual rainfall (mm}, recorded by weather stations

Leng term

Lowest average

Highest average

Climate

The European Union encompasses a
wide range of climates that can
basically be described as oceanie.
Situated between 35° north {Crete)
and 70° north (Northern Finland)
and washed by the Atlantic Ocean,
the North Sea and the Mediter-
ranean, the European Union is in &
temperate zone, with oceanic influ-
ences playing a major role. Although
the climate varies considerably, there
are five main types, as follows:

soceanic or Atlantic, characterized
by relatively mild winters, coal
summers and constant humidity,
and favouring the growth of decid-
uous and coniferous forests, grass-
lands and, in the higher areas,
heather, broom and gorse. This tvpe
of climate dominates the entire
western edge of the European conti-
nent, varying according to latitude
(from the polar region to the
Mediterranean) and gradually giv-
ing way inland to a continenral-
type climate;

scontinenial {or, more accurately,

semi-continental) on the eastern
fringes of the EU, characterized by
cold, dry winters and hot, stormy
summers. This type of climate is
particularly suited to coniferous
forests and grasslands;

sMediterranean, characterized by
mild, wet winters, hot, dry swrmimers
and infrequent but heavy rainfall.
This type of climate is typical of the
coastal areas of the Mediterranean.
Vegetation is mamliy in the formn of
shrubs able to withstand the sum-
mer drought. There are few forests
but wide areas of scrub and gar-
rigue and, in places, steppe vegeta-
tion;

amountam, which varies according
to the region, altitude and aspect. In
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Climatological data, by country

Average temperatures recorded by weather stations (°C)

these areas, the vegetation changes
with aliitude;

aNorth Scandinavian, characterized
by very long, dark, cold and windy
winters, Most of the area is tundra,
giving way to forest in the south.

Population

Following a period of rapid growth,
the population of the European
Urion has been fairly stable since the
late 1970s.

Before expanding its boundaries to
include Austria, Finland and Swe-
den, the European Union was one of
the most densely populated regions
in the world, with some 147 inhabi-
tants per km’. In the Union of 15
countries, this figure has fallen to
114 inhabitants per km®. Although
the area covered by the three new
Membér States, particularly the two
Scandinavian countries, represents
27% of the total territory, it is home
to a mere 22 million of the 370 mil-

Summer (April to September)

Winter (October to March)

Long term 1993 Long rerm 1993
Lowest Highest Lowest Highest Lowest Highest Lowest Highest
average average average average average average average average




Population density

Arca Population
(1000 lm®) (1 000 inhabitants)

{inhabitant/lkem?®)

1990

3 665.8

373 576

1993 1960 1970

lion total, or 6% of the total popula-
tion.

The populadon of the EU is not dis-
mibuted evenly across all Member
States. For example, there are 15 in-
habitants per km?® in Finland, 19 in
Sweden and 51 in [reland, compared
with 239 per km® in the United King-
dom, 331 in Belgium and 372 in the
Netherlands. Iceland has by far the
lowest population density of all the
EEA countries, with 3 inhabitants
per km”.

The differences between the various
regions of the EU are even more pro-
nounced. The most densely populat-

ed regions follow a diagonal band
running from the north-west of Eng-
land to norchern Ttaly, passing
through the southern part of the
Netherlands, the north of Belgium
and the Rhine-Ruhr area of Ger-
many. The e de France, with the
Paris conurbation, is outside this
band, as are the Madrid and Naples
regions. In total, over 20% ol the in-
habitants of the EU live on less than
4% of its territory, with a density of
over 530 inhabitants per km® The
maost densely populated areas are
highly urbanized industrial regions
or business centres. Sparsely popu-
lated regions are not necessarily poor
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inhabitants {1935)

mountain areas or subpolar Tegions
but in some cases, such as the Cham-
pagne area of France, regions with
vast, highly-mechanized agricultural
estates. Population, especially in
Spain, tends to be concentrated in
the coastal areas, where tourism and
related activities have arttracted job-
scekers. The sun has likewise
prompted population movements to
the Mediterranean coastal areas of
the Jtalian Riviera and the French
Cote d’Azur.

Most of the ELs population lives in
built-up areas. Urbanization. is par-
ticularly marked in Belgium, the
Netherlands, Germany and the Unit-
ed Kingdom, where more than 80%
of the total population live in towns
or cities. In France, the United King-
dom and particularly CGermanvy,
much of the population lives in
conurbations.

Population density and, to an even
greater extent, urbanization have a
considerable impact on the environ-
ment in terms of pollution and the
depletion of natural resources.

 Urbanization in‘the EU-
Conurbations of over 250 000

% of population living in
towns or villages of fewer than
2 000 inhabitants

No Population
{millions)

1950 1970 1980

UK 17 19.8

28.0 21.2 11.6

Land use

Land use is determined by a numbe
of characteristics physical {soil qua
ity), geographical (relief) and ch-
matic, as well as by types of humai
activity (agriculture, forestry, indus
try}, human settlement (conurhi
tions, ete.} and means of commur
cation (roads, railways, airports).

The EU territory covers a wide vark
ety of soil types, and some 40% of it
area is given over to agriculture

(14%) 'or permanent crops such
vines. Forests account for almos
third of the total area, the high
figures being for Finland (69%)
Sweden {62%}). In Greece, fore

Arable land covers almost two thin
of the total area of Denmark. The
arctic areas of Sweden and Finl
are really only suited to the re

of reindeer. An ever-increasing per
centage of the total land area is ¢
ered by industry, recreational ax
and communications networks (se
Section 14.2), rogether with vesiden:
tial buildings in expanding urhan
areas. Apart from their impact on
countryside, these encroachme
allect the environment: rainwaten
for example, is carried away by sews
ers and drainage systems, and is this
no longer available to replen
underground water supplies.



Land use in 1993
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Pollution mainly affects the air, water and soil, while
toxic and hazardous waste poses a growing threat to the

environment,

Atmospheric pollution

Atmospheric pollution is the pres-
ence in the ambient air of pollutants
in the form of gases, solids or lig-
uids in quantities or concentrations
which are harmful te¢ humans,
plants, animals, dwellings or other
types of property. These pollutants
come from emissions produced hy
natural sources {volcanoes, light-
ning) and, to an ever-increasing ex-
tent, human activity: the use of fos-
sil fuels, livestock farming and
agriculture, industrial activities,
etc.

Lmission rates vary greatly within
the EU, and depend essentially on
the climate, the degree of induostri-
alization and the density of motor
vehicles. In agricultural regions,
emissions of ammonia or organic
compounds predominate, whereas

&

industrial regions are primarily re-
sponsible for emissions of sulphur
and nitrogen oxides {produced by
combustion plants) and a large
number of other chemical sub-
stances (some of them considered
carcinogenic), which are produced
by i'rld}lstrial manulacruring
processes. As part of its environ-
mental policy, the European Com-
mission has drafted certain direc-
tives to combat increases in
atmospheric pollution and rednce
levels of pollutants. Amongst other
things, it has targeted the sulphur
content of Fuels, combustion condi-
tions (io avoid NQ, emissions) and
the compulsory fitting of catalytic
converters to motor cars. All of
these initiatives are intended to im-
prove air quality and to protect
mankind and the envirenment.
Nowadays,.an increasing number of
stations are monitoring concentra-
tions of atmospheric pollutants.
Measurements show that the most
densely-populated regions are also
those with the highest NO emission
rates.

Energy consumption is one of the
main sources of atmospheric pollu-

“tion; although some countries (Den-

mark, Luxembourg, United King-
dom) recorded a slight fall between
1970 and 1992, energy consdrup-
tion rose in the Earopean Dnion as
a whole. Total energy consamption
per inhabitant varies considerably,
from 1.5 tpe in Porrugal to 9.3 tpe
in Luxembourg. In the countries
where consumption fell most
sharply {Luxembourg and Den-
mark), it dropped by 20%. The




countries showing the greatest in-
crease (Portugal and Greece} more
than doubled their consumption. in
20 vears. Even so, their energy con-
sumption per inhabitant is still quite
modest compared with the EU aver-
age.

The agents chiefly responsible for at-
mospheric pollution are sulphur
dioxide (SO, ) nitrogen oxides (NO, ),
ammonia. ozone (Q,) and certain ox-
idizing agents. The firstthree are the
main contributors to the acid de-
posits which increase the acidity of
water and soil to such an extent that
in several regions, some varieties of
plants and animals are in danger of
dying out.

Sulphur oxides (SO,)

The main source of sulphur oxide
emissions (and, to a lesser extent,
nitrogen oxide emissions) is the com-
bustion of solid and liquid fuels.
Electricity production by conven-
tional power stations is a prime
source of such emissions. In the
1960s, the problem of pollution near
major power stations was dealt with
by constructing tall chivonevs o dis-
perse pollutants over a wider area.
The results of this policy can now be
seen in the lakes of Finland and Swe-
den, where acid levels are high owing
to pollutants from other European
countries.

Emissions of SO, have generally fall-
en since 1970 {the amounts emitted
per inhabitant have falien by over
50% in some countries ). Eiven so, the
EU has set itself the target of reduc-
g the 1985 figures by a further
35%. This will be done by:

scontinuing to reduce the sulphur
content of fuels (desulphurization);

susing fuels with a lower sulphur
content (oil instead of coal, natural
gas instead of oil);

T
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Energy consumption

Total energy Total energy Energy
consumption  consumpiion conumption
(1000 tpe) {tpe per
inhabitant)
1990 1985 1960

1990

16 450

76 662

Switzerland 13 640

1975

1980

* Old Lénder

&

' New Ldnder

sinstalling filters in industrial
plants, particularly power stations
and refineries.

In addition to emissions from fixed
combustion. plants, mention should
also be made of those from motor
vehicles, although these arc lower
and produced primarily in urban ar-
eas. The policy to reduce the sulphur
content of motor fuel led to a reduc-
tion of SO, emissions in the 1970s
and 1980s, but in some countries

these reductions have heen offset by
an increase in fuel consumption.

Nitrogen oxides (NO,)

There is a close link hetween emis-
sions of NO, and combustion condi-
tions. The higher the temperature of
combustion, the greater the amount
of nitrogen oxide produced. Atmos-
pheric burners in particular produce
an excess of nitrogen, which is the
major component of air. Technical
solutions have been sought in a bid

Al &l
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to reduce emissions, furnace "temper-
atures being lowered without a cor-
responding loss of energy. The target
that the European Union has set it-
self is to reduce the 1990 levels of
NO, emissions by 30%.

Motor vehicles are a major source of
nitrogen oxide pollution, emissions
heing concentrated in urban areas at
ground level. Attempts have also
been made in this field to improve
combustion conditions, and catalytic
converters are now in general use in
a bid to reduce some of the emis-
sions. Unfortunately, the additional

Emissions of sulphur oxides

(kg SO./tpe)

exhaust produced by the growing
nummber of vehicles makes up for the
reduction in emissions, as demon-
strated by a study carried out in the
Netherlands.

Trends in NOx emissions are not the
same in all Member States. They
have fallen by 4.2 kg per tpe in Port-
ugal and risen by 2.4 kg per tpe in
Ireland. They have increased by 4.4
kg and 11.4 kg per inhabitant resp-
ectively in these two countries. Total
ernissions in all Member States of the
EU are roughly the same as they
were in 1980.

(kg SO_per inhabitant)

' New Lander.

* Old Lénder,

1990 1930 1990




Carbon dioxide (CO,)

Although carbon dioxide occurs
naturally and is harmless in itself, its
growing concentration in the atmos-

phere adds to the greenhouse effect-

and leads to global warming. The
greenliouse effect is compounded by
wethane (natural gas) from the de-
composition of organic matter {e.g.
livestock waste), nitrous oxide (N,0)
and some chlorofluorocarbons, CO,
emissions, like 8O, emissions, come
mainly from the combustion of fossil
fuels. The main sources of such emis-
sions are thus electricity production
and motor traffic.

In accordance with the framework
agreement on climate changes which
it has signed, the European Union
has set itself the target of freezing
GO, emissions at 1990 levels by the
vear 2000). One of the planned ways
of doing this is to introduce a tax on
fuel to encourage users to limit con-
sumption and seek solutions that are
more energy efficient.

€0, emissions depend largely on the
fuel used. The emission coefficient
for coal, for example, is 94 tdnnes
per terajoule (TT), whereas for nat-
ural gas it is slightly over hall that
ligure, at 56 t/TJ. The emission coef-
ficient for liquid fuels is around 75
/T

There is no really efficient way of
eliminating these emissions or reduc-
ing their effects on the climate other
than the use of alternative energy
sources such as wind, hydroelectric
power, nuclear energy or — the ideal
solution. — a massive reduction in
energy consumption. The use of
natural gas instead of coal to reduce
€O, emissions is a stop-gap
solution.

Ozone (O,)

In addition to these ‘macropollu-
tants’, there is a whole range of
‘micropollutants’ which, despite their
exceedingly low concentrations, still
contribute to air pollution. Many of
these substances are harmful and
often carcinogenic, even at very low
concentrations. Polyeyclic aromatic
hydrocarbons (PAHs), pesticides
and polychlorinated bighenyls
(PCBs) are examples of such pollu-
tants. Some of these pollutants,
which are often found in vehicle ex-
haust gases, react with nitrogen ox-
ides under certain weather condi-
tions (sunshine, lack of wind} to
forr ozone. This produces the smog
which hangs over certain cities and
regions in summer {Athens, Rome,
the Ruhr valley, etc.). In major
cities, the concentration of ozone
due to traffic may reach unaccept-
able levels in the summer, present-
ing a health hazard. Danger levels
are reached more and more fre-
quently. In 1993 and 1994, several
countries began to restrict the use of
private cars in urban areas when
weather conditions meant there

were likely to be dangerous concen-
trations.

Chloroflucrocarbons (CFCs)

The development of the chemical
industry has led to the manufacture
of numerous synthetic materials,
some of which, in gaseous form, re-
act with the different components of
the air. One of the most urgent
problems is the emission of chloro-
fluorocarhons {CFCs). These con-
tribute to the depletion of the ozone
layer that protects the earth from
ultraviolet radiation, possibly caus-
ing skin diseases. CI'Cs are used,
among other things, as coolants in
refrigeration plants and propellants
in aerosols and fire extinguishers.
The Furopean Union has undertak-
en to ban the production and con-
sumption of CFCs altogether by
1997, This policy has already pro-
duced tangible results: the produc-
tion of CFCs in the Union (EUR 12)
has fallen to some 45% of the 1988
level, when production peaked. By
the end of 1993, the use of CFCs as
propellants (the most serious type
of pollutant) had fallen to some
10% of the maximum quantity

(1 o]7]
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POllUTION recorded in. 1987, For refrigeration,
the manufacture of foam plastics and
other applications, the quantities
used have fallen by 45% since 1988,
CFCs in old refrigerators or large
trans{ormers are often recovered and
reused for industrial purposes. Only
a small quantity of CFCs are de-
stroyed wusing special, environment-
friendly techniques. The remaining
quantities pose a long-term threat to
the ozone layer, and will continue to
do so until CFCs are completely
eliminated.

Emissions of nitrogen oxides

(1000 £ NOY) {kg NO./tpe} {kg NO, per inhabitant)
19580 1945 1990 1980 1990 1980 1990

¥ 1823 1615 1750 11.3 13.2 33.8 30.8

211 19.1 14.9 17.0 214

Switzerland 196 : T84 13.4 11.8 8.0 274

" New Léndern * OMd Lénder.



Emissions of carbon dioxide{TI 000 1)

Total CO, Emissions per tonne of fuel Per inhabitant
(million tonoes CO,) {tonues CO /tpe) {tonnes CQ, per inhabitanc)

1970 1980 1990 1970 1980 1990 1970 1980 1990

"f‘rf%? T
....... i

425.98 48447 357.25 3.13 2.99 2.70 3.39 8.99

e
. 0
caabe

Norway 25.10 4

! New Linder. * Old Lénder

Production and consumption of chlorofluorocarbons CFC-11 and 12 in EUR 12 (1 000 1)

EU sales 216.9 120.2 100.1 92.2
of which Aerosols 126.4 14.1 13.3 12.7
Non-aerosols 90.5 106.1 86.8 795
Refrigeration 21.2 277 277 315

Foam plastics 61.9 72.8 56.1 45.5

5.6 3.0 2.5

Solvents and other 7.4

Eeii

10261 1134.3

World production 742.7

%‘

! Provisional data.
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Water

Water pollution poses another ser-
tous threat to the environment.
Water is present in various forms
such as ice, snow, rain, surface water,
groundwater and sea water. Without
it, life would not exist: water is re-
sponsible for transporting the nutri-
tive elements in plants and animals
and it evacuates their waste; some
organic matter is produced in water.
Some of the water which man uses is
taken from surface waters and some
from onderground supplies. There
has been a large increase in arounts
of surface water used by man since
water has been used as a coolant in
electricity production and for frriga-
tion in agriculture, which has risen
sharply as a result of the increase in
crop vields and lower groundwater
levels.

Resources and abstraction

Human activity has a major impact
on the availability of water. Former-
ly, most of the water that fell as rain
was absorbed into the soil before
entering rivers. Unce man began to
lay concrete and asphalt and gon-
struct drainage networks, watef en-
tered rivers much more quickly. Wa-
ter tables are not replenished as they
formerly were, which in combination
with high abstraction may lead to a
fall in groundwater levels, thus caus-
ing certain areas to dry up. This
forces flora and fauna to adapt to the
new conditions, and may cause
species to die out. Another negative
elfect is that in areas where much of
the land is built up, rainfall quickly

-swells rivers, which may lead to cat-

astrophic flooding, as several recent
examples illustrate.

As regards water abstraction, it is
difficult to compare countrics, as
data are not vet homogeneous. Some
countries inclode uwses that do not

appear in previous data, while others
have made major efforts to reduce
water abstraction by installing air
coolers or water recycling circuits.
Similarly, the use of brackish water
or sea water to replace fresh waterin
industrial applications may distort
data for previous years, partly be-
cause these types of water were not
always accounted for separately.

The availability of water plays an
important role in consumption,
Where there is an abundant supply
ol water, the user consumes more,
Consumption varies considerably
from one.Member State of the Union
to the next, from 100 HKtres per per-
son per day in Portugal to 300 litres
in Sweden for domestic consump-
tion. This figure is not 100% reli-
able, as it also includes water for in-
dustrial and commercial purposes, it
being very difficult to separate dom-
estic and public consumption,




Waste-water treatment

EU legislation contains provisions on
water quality, in particular the qual-
ity of potential drinking waters,
bathing waters and waters for fish-
ing and fish-farming. Residues of
substances such as mercury, cadmi-
um and hexachlorocyelohexane are
covered in directives regulating

their limit values in industrial waste

water. An EU directive on the reat-
ment of urban waste warter states
that, by the vear 2005, waste water
from towns and cities must be treat-
edin treatment plants and, in affect-

ed areas, nitrogen and phosphorus
will have to be removed. Treatment
plants have been built in all EU
countries, but the type of treatment
and percentage of the population
concerned still vary greatly from one
country to the next. Major industries
often have their own treatment
plants.

‘As can be seen from the table on the
population served by water treat-
ment works, hiological treatment is
not vet the standard purification
method in several couniries of the
Union., Furthermore, even with bio-

Renewable water resources and ‘abstraction of fresh '

Renewable water rescurces Abstraction of fresh water

1970 1980 1990
mittion m® o’ per Total % of Total Y% af Total % of
per vear inhabitant million an® ground- raillien m? ground- million m’ ground-
per year water water warer

7

e end 168000 658824 ; "8 100 95

S e .
Switzerland 54 000 8 045 1140

' New Lénder. > Old Linder.
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logical treatment, efficiency “varies
greatly depending on the techniques
used and the composition of waste
water (efficiency ranging from 65%
to over 95% of the ‘biochemical oxy-
gen demand’ or BOD).

The treatment of waste water is a far
from perfect solution to environmen-
tal problems, but it does help reduce
water pollution and to some extent
transforms pollutants into carbon
dioxide and nitrogen, although the
energy produced during this process
in turn causes air pollution. Further-
more, a considerable proportion of
the pollutants is concentrated in the
sludge which is spread on fields (if it
is not too highly polluted) ox
durnped. Leaching and erosion may
then lead to ground-warer poilution.

A further solution, incineracion, also
causes atmospheric pollution, and
the ash still has to be dumped.

Quantities of sludge from waste-
water treatment plants in the EU
Member States (EUR 12) total ap-
proximately 6.5 million tonnes of dry
matter per year. Production per in-

-habitant, in dey matter, rapges from

35 grammes to 1171 gramimnes per
day, the EUR 12 average being 78
grammes. However, these figures are
not 100% reliable, as definitions and
estimation methods have not yet
been han}f[]onized.

The LU tries to make maximum use
of sludge produced by waste-water
treatment, while avoiding the risk of
pollution [rom the pollutants they

Quality of bathing waters'

Sea

1990

1991 1992

1993

o

EU

i S
k12 7495

NB: 5: Number of sites monitored.

NC: Percentage of sites not complying wich the directive on bathing waters.

Number of sites monitored and percentage of sites net complying with the standards contained in the directive on bathing waters.

Parameter: total coliforms.



contain. In order to protect the envi-
ronment from pollution by sludge
residues, their use on farmland is
controlled by a dirvective that limits
the concentrations of heavy metals in
spreadable sludges, together with the
permissible quantities, and states
that produce from land treated in
this way may not be harvested or the
fields used for grazing until a certain
period of time has elapsed.

Forty per cent of sludge is dumped,
37% is used in agriculture and 11%
incinerated. Although 6% is still dis-
charged at sea, this figure is to be
rapidly reduced under an EU dir-
ective that requires Member States to
stop this type of dumping by the end
of 1998.

Quality of bathing waters' ]

Inland .+
1990 1991 _ 1992 . 1993

5l

i
4385

NB: S: Number of sites monitored.
NC: Percentage of sites not complving with the directive on bathing waters.
. B o . . . ; . . . >
' Number of sites monitoved and percentage of sites not complying with the standards contained in the directive on hathing waters.
Parameter: total coliforms.



eurostat

POLLUTION

Water quality

The quality of both surface and
ground water has deteriorated since
the beginning of the century. Intensive
farming, together with the increased
use of fertilizers, the leaching of
waste materials from tips and the use
of water for waste disposal all add
increasing amounts of extraneous
substances to water, the most dan-
gerous being pesticide and herbicide
residues, However, concentrations of
nitrates from the oxidation of ammao-
nia and organic substances are also a
growing cause for concern.

A further aspect of water quality is
the hygiene. of bathing waters. An
EU directive on the bacteriological
quality of bathing waters requires
Member States to monitor concen-
trations of microbes and certain other
parameters {clarity, absence of oil)
on a regular basis. However, the
standards imposed by this directive
are neither interpreted by nor incor-
porated into the legislation of all the
Member States in the same way.
Even so, this directive has made a
major contribution to improving

bathing areas, the number of areas
monitored having increased signifi-
cantly.

There are so many parameters af-
fecting water quality and the impact
on biotopes is so varied that it is im-
possible in practice to express water
quality in simple and consistent
terms. All one can do is quote figures
relating to certain parameters for se-
lected stretches of water. These show

Dissolved oxvgen (O,)
(g1}

Biochemical oxygen demand (Q,)
{mg/1} ;

River Sampling station

Ebro Tortosa

1
Elbe Geestl

9.1 9.2

80 25 90 - 9

2.2 1.7

2.3 4.6

Escaut/Schelde  Doel

1.5 5 4.7 4.5

Po Borgoforte

8.5

Boyne Slane Bridge

101 9.5

2.9 2.4

Tagus Alcantara




at pollution from oxidizable sub-
tances has fallen over the past few
years thanks to the construction of
treatment plants and investment by
industry. There has also been a
marked fall in the phosphate content
1gf rivers int the north of the EU flow-
¢ through densely populated areas.
This is due to the replacement of
hosphates in detergents by other,
non-polluting substances, and the
removal of phosphates by treatment
plants. Even so, the values measured
in these rivers are still higher than
those recorded in rivers flowing
through sparsely populated areas in

the south of the EL.

Nitrogen (INQ,) Cadmium {Cd)
(mgfly {mg/L} {mg/1)

W80 8 90 M 7% 80 &5 90 91 ™80 85 90 91 River Sarﬁpling station

42 38 42 47 ; 0.55 099 076 0.72 58 11 14 14 Escaut/Schelde Doel

S R

: 0.5 : : : : 0.33 : : : : g : : Po . orgoortc
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Soil pollution

The depth of soil between a mount-
ain and the mouth of a river may
vary from a few centimetres to a few
metres. The food supply of all land
creatures depends on this surface
layer, which contains organic ele-
ments (such as bacteria, worms and
insect larvae) and humus from the
decomposition of leaves and grass.
The biochemical cycles that form the
basis of plant and animal life take
place in the soil: mineral salts and
water are absorbed by plants, which
are eaten by animals and returned to
earth in the form of excrement and

the remains of dead animals. As long
as this cycle takes place within the
same area, a certain balance is main-
tained.

But, in order to improve his harvests,
man has worked and changed the
soil by ploughing, weeding and the
use of organic and chemical fertliz-
ers, herbicides and pesticides. Any
agriculrural activity affects soil gual-
ity and grovundwater. Ploughing exp-
oses any soil not protected by a layer
of vegetation to the wind and rain,
which may erode some of that soil
and depléte the fertile layer. Defor-
estation has much the same effect.

' . Populafion served by sewage treatment plants (%) B

Totat

of which by biological treatment

Switzerland

3_

1975

1280

1985 1970

1975
T

1980

' New Ldnder.

2

Old Lander.




Nitrogen fertilizers (nitrogen t/kan?)

ilizers to agriiEbliurui land

Phosphate fertilizers (phosphate t/km®)

1975 1980

Source: FAQ.

' New Linder.

*Qld Lander.

Fertilizers, both natural and artifi-
cial, help increase crop yields, pro-
vided they are used under the right
conditions and at the right time. If
they are not, some of the nutrients
are leached out by rainwater and
carried into the groundwater, in-
creasing its nitrate content some-
times to very high levels, as can be
seen in certain regions of the EU.
The spreading of slurry may lead to
vastly increased levels of chemicals
in the groundwater if more is applied
to the soil than can be absorbed by
plants. The quantity of nitrogen fer-
tilizer per square kilometre of arable
land is highest in the Netherlands.
Having been on the increase for a
long time, it is now stable or even

1985 1990 1991 1970

1980

1985

1990

B

@
falling in several countries. Trends in
the use of phosphate-based fertiliz-
ers are similar.

The use of herbicides and pesticides
destrovs organisms such as earth-
worms and reduces soil aeration.
Furthermore, if pesticides are not
used correctly {which is all too often
the case), the chemical agents in
them pass through the soil into the
groundwater.

The EU has set itself the target of
reducing the quantity of pesticides
applied per unit of arable land by
the vear 2000 and promoting the
control of erop parasites (both ani-
mal and plant) using biological
methods rather than chemical pesti-

(11117]
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cides and insecticides. Fewer pesti-
cides means less of a threat to the
environment. The European Com-
mission has regulated the marketing
of plant protection products via di-
rectives that will play an important
role in the anthorization and use of
new products.

Mine workings and quarries also
have a considerable impact on the
soil. Some types of extraction —
sandpits, for example — may com-
pletely change the landscape. Hills
mavy be flattened and artificial ponds
created, as in the Meuse valley.

Refuse tips pose another threat to
soil quality, since the leaching of
waste by rainwater carries soluble
chemical elements into the water,
Waste is now managed more careful-
Iy, with a view to environmental pro-
tection. Tips may be set up on an im-
permeable laver with a drainage
system which collects the percolated
water and prevents pollutants leach-
ing into the soil. Regulations also ban
the dumping of dangerous products,
for which special tips have to be pro-
vided. But it is extremely difficult to
manage waste properly. The man-
o

&
k)

agement of some tips leaves much to
be desired and the oldest of them
may cause soil pollution problems
for a long tme to come. Further-
more, it is often not known whether
tips set up between 1950 and 1970
contain dangerous substances.




Waste

Community legislation in the envi-
ronmental field has defined the elu-
sive phenomenon of waste as ‘any
substance or object which the holder
disposes of or wishes (or is required}
10 dispose of’. In general, household
waste consists of leftover food, pack-
aging, used care products, rags, etc.
Industrial waste may include all
sorts of residues from manufacturing
processes, cleaning products, used
oils and greases and products that
have passed their expiry date.

Waste is generally classified in one of
three categories: municipal waste, in-

dustrial waste and hazardous waste,
the latter being produced by house-
holds as well as industry.

EU policy is to try to ensure that
waste is managed in such a way that
it no longer represents a health risk
Or poses a threat to the environment.
The Commission has outlined five
areas in which action is required:

swaste prevention;

srecycling and reutilization;

soptimum final disposal;

simproved management of disposal
sites;

srehabilitation of pollured sites.

Methods used for the prdl:essihg or final disposal of municipal waste

Total Mechanical Composting Incineration Dumgping Recycling Other
quantity sorting
(1000 ¢) (%) (%) (%) (%) (%) . (%)

D'’ 1990 6786 : 0 0 99 : 0

! New Linder. * 0ld Lander.
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SBince the Second World War, there
has been a marked increase in the
gquandty of waste as a result of the
growth in production. Cheap energy
has led to a relative {all in the cost of
consumer goods, and products wich
shortlife spans have appeared on the
market. General prosperity has
transformed lifestyles, and people
buy new clothes, furniture, etc. much
maore often. In order to increase their

- turnover, shop owners have entered

the markert, distributing mass pub-
licity material supplied by a printing
industry taking advantage of cheap
paper. This all ends up as waste. An
OECD study shows a correlation be-
i1ween the trend in GDP, the final
consumption of houscholds and the
production of municipal waste.

. Industrialized and heavily urbanized

Quantity of waste produced by type of act

countries produce more waste than
countries with rural econornies,
where household (kitchen) waste is
recycled, either as feed for domestie
animals or as garden fertilizer. Defi-
nitions of what exactly constitues
waste may thus vary from eountry to
Country.

Municipal waste inclades household,
bulky and garden- waste. It also in-
cludes similar waste produced by
small commercial and industrial en-
terprises. These types of waste are
generally collected by municipal ref-
use collection services. The introdue
tion of cheap, disposable packaging
has vastly increased the quantity of
waste. The effects are plain to see in

ivity and type of waste (1 000 t)

Bector
Reference Municipal Agriculture Mining and Manufac-
quarrying turing
ey e

1990

-
i e
e

100 400




the quantity and composition of mu-
nicipal waste. Most countries have
started collecting waste glass and pa-
per separately for recycling. Sepa-
rate collection is one of the methods
used to reduce the quantity of waste,
but it will never replace the need for
genuine recycling of these materials,
which can only be done by reintro-
ducing reusable packaging (notr an
easy thing to do) or, in the case of
certain non-food products, dispens-
g with packaging entirely.

It is clear from the table on munici-
pal waste mwends that quantities are
still on the increase in certain coun-
tries, whereas other countries have
already started to reduce their urban
refuse production. The most ad-

Quantity of waste produced by type of activity and type of waste (1 000 1)

vanced country i this field is the
Netherlands, where municipalities
must collect organic waste separate~
ly (paper, products of vegetable ori-
gin, ete. ).

The countries in the north of the EU
are generally better served by munic-
ipal waste services, which cover all or
almost all the population.

Municipal waste is processed in vari-
ous ways, the oldest and commonest
being tipping. This is coming in for
increasing criticism, however, as tips
take up a great deal of space and
cause land and groundwater pollu-
tion. There is an increasing move to-
wards incineration, particularly in
industrialized and densely populated

Seclor Type
Energy Other Demolition Dredging Sludge from  Reference
production sector waste waste  (reatment plamis  year

]
1985 DK

R
. -9@3%5%‘4 -
A ?Q%

%Egg(&@%% -

342 1591 I

! New Lénder. * Old Lander.
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' New Léinder. * Old Léinder.

countries. Another way of reducing
municipal waste is composting,
where part ol the waste is trans-

formed into other products that can

be used in farming and gardening.
However, these must compete with
other products such as liquid manure
and sewage sludge.

More and more waste is being
processed in large plants, which
means that waste can be sorted prior
to final treatment (combustion, com-
posting or recycling) or tipping. In a
small number of plants, checks can
be carried out for the presence of
hazardous products.



Recycling of waste

Many materials regarded as waste
can be reused, particularly if they are
collected separately. They can then
be used for a number of different
purposes, for example, scrap metal
can be used as a raw material in
foundries, waste oil or tmber waste
can be used as fuel, etc. These types
of preduct are no longer considered
to be waste if they are produced in
large quantity, but as materials of
economic value. They are then ex-
cluded from waste sratistics.

In order to reduce waste, most coun-
tries have started collecting certain
products separately — not just waste
paper and glass, but also used bat-
teries, plastic packaging, tin cans,
ete. Old refrigerators are a special
case, as they must undergo special
treatment to prevent CFC-type
coolants from escaping. Another way
of reducing waste is to sort it after
collection. However, this is very
time-consuming and the resultant
quality is inferior to that obtained by
separate collection,

Recycling acti s and rates (%)

Paper and cardboard Glass

1980 1990 1980 1990

' New Linder. * Old Léinder, “ E E



POLI_UTION Hazardous waste

One of the special problems of indus-
try is hazardous waste. Certain activ-
ifies involve the production of un-
wanted substances that pose a major
threat to the environment and the
general public. A Commission direc-
tive on hazardous waste requires
Member States to follow certain rules
during its processing, transportation
and final disposal, and to introduce a
system for recording all hazardous
waste. Whether or not a product is
included on the list of hazardous
wastes depends on its toxicological
characteristics and concentration.
The official list of dangerous waste is
not vet complete.

Production, transport and disposal of hazardous waste

Produe-  Import Expore Thermal processing  Other processing Recveling Dumping
liort methods

(1000 1) (1000¢) (10006 (%) (10000) (%) (1000¢ (%) (1000¢) (%) (10001) (%)

' New Lander. ¢ Qld Lander.



: Waste processing and disposal plants :

Tips Incineration plants Processing centres
Total Total Total Total Total Total
ournber capacity aumber capacity number capacity
{1000 1) (1000 t) (1000 ¢

I 1991 1463 33 681 204 1912 230 6317

Norway 1990 o200 - 50 :

! New Lander. * 0ld Léinder. n E B
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Compared with tropical regions, the European Union does
not have a particularly wide range of plants and animal
species. Furthermore, virtually all existing habitats and
the plant and animal communities which depend on them
have been changed by man. The forest which probably
once covered most of the area of the EU couniries no
longer exists, and most present-day foresis have been
planted with common species for timber production or, in
some cases, recreational purposes.

Nature protection policies

Several Member States long ago
adopted nature conservation policies
In an attempt to maintain the wide
variety of semi-natural habitats which
still remained and protect those
plants and animal species which ap-
peared to be under particular threat.
Several countries have drawn up lists
of species considered to be endanger-
ed, particularly from changes in land
use or agricultural practices and, in
some cases, hunters and collectors.

These data are used to develop and
back policies aimed at protecting the
diversity of species in general and to
show whether the measures taken to
protect ‘certain species have been
successful. The following table illus-
trates the problems of biodiversity,
showing the number of species
known and the percentage of these
under threat. As can be seen, each
country has a large number of
species in each category that must be
considered endangered.




Ramsar Convention wetland sites

¥ Ramsar site NB: The Ramsar Convention, signed in 1971, is a global environmental
agreement 1o designate, protect and manage wetlands: marshes,
bogs, estuaries, lakes, efc.

Sources: Statistical vata, Eurostat; Cartography and geographic infarmation management, GISCO. europstat

11217



N A'I'URE With the assistance of numerous measures have been taken — for ex-

nen-government organizations in the  ample, public access to such areas
' nature-conservation sector, Member  may be limited.
CONSERVAHON States have designated a number of
exemplary habitats as nature re-
AND PROTE(TION serves. These reserves vary widely in

terms of both size and the level of
protection afforded.

Most countries carry out at least ran-
dom inspections in the most impor-
tant areas, to ensure that nature con-
servation has priority over economnic
development. In some cases, stricter

Known species and percentages of surveyed species

considered to be endangered

Mammals Birds Freshwater fish Repules
Known  Endangered Known  Endangered Known  Endangered Known Endangered
species species species species species species species species

T

DK 50 24 170 13 33 18 & 0

Norway 54 7 249 9 41 3 5 20

' New Linder. * Old Lénder.



Known species and percentages of surveyed species
considered to he endangered

Amphibians Invertebrates Vascular plants
Known Endangered Enown Endangered Known Endangered
species species species species species species

e

' New Lander. * Old L&nder.
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_ Main protected areas (by category} . ' : :

Scientific
TESETVes

European Union acfion

The EU has drawn up guidelines for
nature conservation and coordinating
national practices in this field, but
these principles have not yet been
translated into fact. Some legislation
is still at the proposal stage. The most
important measure for the conserva-
tion of species so far approved is the
directive on birds, which recuires
Member States to implement mea-
sures protecting some 175 species of
hirds. These protective measures cov-
er both the maintenance of suitable
habitats and a ban on hunting or
shooting the species in question.

The following table shows the areas
protected under international agree-

National Natural
parks monuments

ments. These are also included in the
previous table, provided they meet
the minimum size requirement,
though they may be classed under
different headings. Some nature re-
serves, for example, may be included
in several of the categories mentioned.

Finally, it is becoming increasingly
widely recognized that some EU
policies, particularly agricultural
and regional development policies,
have a direct — and in some cases
detrimental — impact on habitats
and species. Nature conservation is
now takén into account in Commu-
nity econiomic development projects,
For example, svstematic checks are
carried out to ensure that projects fi-

Nafure Protected
reserves countryside

No ha " No ha

No ha No ha

' New Léinder

4 8877

3 4211

285

*Old Lander.

2 6290

8 52642 2 18000

s

17 1910 200

328 609

SEE:

1961 682

T

5 10633 5 27 428

S T
277 451




nanced under the Community sixuc-
tural funds do not damage habitats
listed as important by the EU direc-
five on birds.

Birds of prey have suffered particu-
larly badly from environmental pol-
lution. The use of pesticides in farm-
ing has forced them to take poisoned
prey, numbers of which have them-
selves diminished. Their habitats
have been encroached upon, and
some have disappeared altogether.
Certain species need extensive terri-
tories, and these are much rarer than
they used to be. Since the inherent
dangers of pesticides have been real-
ized, their use reduced and protec-
tive measures introduced (e.g. bans
on hunting), populations have grown
again. Even so, these types of bird
are still under threat,

Population of selected birds of prey by main habitat

Main habitant Dense forest Permanent Reedbeds and Water Remote mountainous
wetlands rough pasture meadows o1 craggy areas

Osprey  White-tailed Hobby Marsh Montagu’s  Shart-cared Golden  Peregrine

harrier owl eagle falcon
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NATURE
CONSERVATION

AND PROTECTION

ternationally desighated

Barcelona Biogenetic Biosphere
COnVellEiO[] ! Te3erves IESEIVES
No area No area No area

{km®) (lern®)

" Reserves covered by the protocol known as the “Barcelona Convention” for the protection of the
Mediterranean Sea against polluticn. This covers areas in the Mediterranean granted special
protection.

* Natural areas of internationai and European importance that have been awarded a diploma by
the Council for Europe for the protecticn afforded.

* The Ramsar Convention relates to wetlands.



Internationally designated sites

‘Birds’ Eurapean Ramsar National
Directive Diploma sites’ Convention ’ parks

No Area No Area No Area MNo Area

: 14 163 - 15 10 446 Norway

' Reserves cavered by the protocol known as the “Barcelona Counvention’ for the protection of the Mediterranean Sea against pollution. This cov-
ers areas in the Mediterranean granted special protection.

Natural areas of mternational and European importance that have been awarded a diploma by the Council for Eurepe for the protection
afforded.

The Ramsar Convention relates to wetlands.
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eurostat

EXPENDITURE ON
ENVIRONMENTAL
PROTECTION

The general public has become increasingly aware of the
need to protect the environment against pollution.
Protective measures are designed to prevent damage to
the environment or to repair damage already done.
Environmental protection is now a priority concern in
economic policy, the general aim being sustainable
development.

All measures taken in this area cost money. However,
investing in anti-pollution measures means spending less
on subsequent clean-ups and helps prevent irreparable
damage. Clean-ups involve repairing damage, for
example treating polluted land, rehabilitating old tips,
etc,

Efficient use must be made of eco-
nomic resources to protect the envi-
ronment. In order to encourage en-
terprises to take the necessary
measures, governments may levy
taxes that are directly linked to pol-
lution. The “polluter pays’ principle
is one of the most important
weapons in the fight against pollu-
tion. It is easier to quantify expen-
cliture than to estimate how it bene-
fits the environment. An effort must
be made to draw up common defin-
itions at European level and so pro-
duce comparable economic data. As
there 15 no such harmonization as
yet, the following table can show
expenditure trends in a few Member
States only.

Expenditure on the environment is
generally divided into public and
private expenditure. The former in-
cludes all govermment investments,
while the latter includes investment
by industry in capturing emissions
and/or rendering them less harm-
ful.

The table does not show cumulative
investments, meaning that figures
for countries that invested very early




Expenditure on pollution control financed by the public sector

{% of GDP)

UsA 0.5 0.6 0.5 0.6 0.6

Source: QOECD.

L

in pollution control and where in-
vestment is limited to replacement
are lower than the figures for coun-
wies that have only just begun to
tackle environmental problems.

The way these problems are perceiv-
ed varies from country to country, as
shown by the table for expenditure
by area of pollution. Problems are
linked directly to types of activity in
different countries. A country in
which services predominate will
spend less in all fields than a country
with a large agri-foodstuffs or oil
sector.
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Expenditure on pollution control by area {% of GDP)

Water Waste Air
Public Private Public Private Pubiic Private
sector sector sector SECTOT sector seetor

US4 1900 4.3 2 4 15 20 02 31

Source: OCDLE. :




POPULATION

On 1 January 1994, the population of the 15 Member
States of the European Union stood at 370 million. This
represented 6.5% of the total world population, compared

with 10.4% in 1960 and Eurostat’s projected figure of
about 5% in 2020.

This drop in the share of the world’s population is due to
the slower rate of demographic change in the European
Union than the rest of the world. Between 1960 and 1994,
the Community population rose by 17% whereas the
populations in Africa and Latin America increased by
factors of 2.5 and 2 respectively.

Where the population increase of a country is concerned,
there are two quite distinct elements: natural increase
(births over deaths) and the balance of migration
(immigrantis over emigrants). J

The naiural increase in the European Union dropped
from 7.7 per 1 000 in 1960 to 1.0 per 1 000 in 1990, one of
the lowest rates in the world. Within the EU, the rates in
1993 ranged from 5.0 per 1 000 in Ireland to -1.2 in
Germany. Italy also had a negative rate of —0.1 per 1 000,
for the first time since 1960.

Such a low raie of population growth, a typical feature of
developed countries, is primarily the result of low fertility.
As in the industrialized nations as a whole, there has been
a sharp drop in fertility since the mid 1960s and this has
led to a marked reduction in the numbers in the lower age
brackets of the population. Advances in the fight against
mortality have also been the cause of a steady upward
trend in life expectancy. Taken together, these two factors
have led to an ageing of the Community population.

The migratory balance has been positive throughout the
last 34 years, with transient exceptions after 1965 and in
the early 1980s. In 1993, the migratory balance for the EU
as a whole worked out at 2.8 per 1 000. In that year,
Ireland was the only Member State with a negative
balance, losing almost two persons per 1 000 inhabitants,
whereas Germany and Luxembourg recorded large
increases accounting for more than 0.5% of their
respective populations.

On 1 January 1992, there were more than 16 million
foreigners living in EU countries, representing 4.3% of the
total population; and two thirds of these were from
non-Union countries.

While the consequences of this demographic situation
have been mitigated by the positive migratory balance, it
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nevertheless remains a major challenge facing the -
Community at the start of the 21st century. Europe will
have to cope with a smaller and ageing active population
as well as with social and economic imbalances caused by
the growing number of elderly and retired persons in the
population.

Population of the EU as a percentage
of world population (%)

12 -
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STRUCTURE OF THE
POPULATION

.}

The most obvious feature of the demographic strueture of
the Eurcpean Union is the ageing of the population, due

to diminishing numbers of births and increasing

longevity.

The age pyramid

Between 1960 and 1995 the age
pyramid in the European Union un-
derwent a radical change. Tn 1960, it
was clearly affected by the two world
wars: losses in the fighting, fewer
births in wartime and also, a genera-
tion later, when these smaller num-
bers began to have children, a fur-
ther drop in the number of hirths,
The pyramid base was swollen by the
increased fertility during the ‘baby
boom’ between the end of the Second
World War and the early 1960s,

The age pyramid in 1993 is marked
instead by a drop in ferdlity from the
mid 1960s and the steeper decline
which was a feature of the mid
1970z, The accelerating downtrend
was due to counuies in southern
Europe (Greece, Italy, Spain and
Portugal) joining the group of coun-
tries with low fertility rates.

Ageing of the population

In 1993, 24.4% of the population of
the EU was under 20 vears of age
and 20.2% was over 60. Although
their populations are also steadily
ageing, the USA and Japan have
much higher percentages of young
people éged under 20 than does the
EU: the figures for these two coun-
tries are 28.2% and 25.5% respee-
tively, People over 80 account for
3.7% of the Community populaton, a
tigure which has more than doubled
in the last 30 years (1.6% in 1960).

Within the EU, Ireland has an excep-
tionally voung population, with
34.9% under 20 years of age, com-
pared with only 21.5% in Germany.
Ireland also bas the lowest percent-
age {15.3%) of people over 60, while
the United Kingdom has the highest
with 22.2%.
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STRUCTURE OF THE
POPULATION
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In 1993, ithe European Union recorded 3.7 million deaths,
or a gross mortality rate of 10 per 1 000, The infant
mortality rate has dropped sharply since 1960 and is one
of the lowest in the world. Life expectancy in the EU is

among the highest in the world, with women living on
average about six years longer than men.

MORTALITY

Mortality

The mortality rate has to be inter-
preted carefully. It is simultaneously
expanded by the increase in the
number of old people and dimin-
ished by longer life expectancy. The
result is that lower mortality rates
have been recorded in some coun-
tries where health conditions are less
advanced, since the population in
these countries has a vounger age
structure and therefore a lower mor-

tality rate.

Any study of mortality rates must
look at a breakdown by age and sex.
Two basic conclusions may be drawn
from this approach: women are more
likely to outlive men in everv age
group, and the probability of death,
which is fairly high in the first year
of life, drops to its lowest level
around the age of 10 to 12, after
which it gradually rises. Between the
ages of 20 and 25 the probability-of-
death curves reach a relative peak
because of the high number of road
deaths in this age group.

_ Life expectancy at birth

Men A

Infant mortality

In 1992, for every thousand births
there were seven deaths before the
age of one. The infant mortality rate
is one of the most telling indicators of
the economic and social state of a
country. The European Union has
one of the lowest infant mortality
rates in the world, The figure has
dropped by a factor of almost five,
from 34.8 per 1 000 in 1960 to 7.0
in 1992, Progress in the battle
against deaths in the first year of life

Wormen

1970 1980°

1990

1960 1970 1930

74.8 78.6




has been even more dramatic in
countzies where conditions were poor
at the outset. While Denmark and
the Netherlands cut their infant mor-
tality rates by two thirds, the redue-
fion in Portugal was 85% and in

Spain and Ttaly 30%.

[nfant mortality may be broken
down into neonatal mortality {death
at 7 10 28 days) and early neonatal
mortality (death within the first
seven days). A large proportion of
deaths before the age of one occur in
the first week of life. In 1989-91,
neonatal mortality accounted for
about half of all infant dearhs.

Life expectancy

Life expectancy at birth in che Euro-
pean Union (EUR 12) in 1990 was
72.5 years for men and 79.1 years
for women, which meant it was
among the best in the world. The
corresponding figures for the USA
were 72.8 {or men and 79.9 for
women and for Japan 75.% and 81.7.
The difference in the rates for the
two sexes is particularly marked in
France, where the life expectancy of
a female child at birth is 8.2 years
more than that of a male child. [n the
UK. the difference in 1990 was only
five vears.

During the last 30 vears, the increas-
es in life expectancy have varied for
men between 1.6 years in Denmark
and 9.1 years in Portugal and for
womten between 3.3 and 10.6 years
in the same two countries,

This disparity can be explained part-
ly by the different starting points.
Since 1960, life expectancy has in-
creased least in those countries
which already had fairly high rates,
such as Denmark, the Netherlands
and Sweden, which are losing their
lead and even being overtaken by
ather countries in the 1990s.
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FERTILITY

3

In 1993, 4.1 million kive births were recorded in the
European Union, compared with 5.8 million in 1960. Over
the same period, the proportion of fourth and subsequent
children dropped from about one in five to about one in
15 births. The drop in the feriility rate is one of the main
features of the population trend in the European Union
and is apparent in most of the Member States.

Pattern of fertility

Between the mid 1960s and 1992,
fertility in the ELJ was in constant
decline; but the rate of change varied
and the last eight years of the period
were marked by a virtually srable
level of fertility.

The overall pattern was affected by
trends which varied from one Mem-

ber State to another:

» the rate was unchanged in Austiia,
France, Germany and the United
Kingdiom:,

sthere was a slight recovery in the
fertility rate in Belgium and the
Netherlands and a greater recovery
in Denmark, Luxembourg, Finland
and Sweden;

athe southern EU countries {Greece,
Italy, Spain and Portugal) experien-
ced a sharp swift drop, which is now
slowing down; the trend started
later in these countries but their
rates are now the lowest in the EU;

alreland is the only country in the
Union where, despite a considerable
drop in the last 10 vears, the fertili-
ty rate is still at generation replace-
ment level.

The total fertility indicator may be
affected by isolated or -temporary

factors which have no impact omr-the = *

long-term trend. A decision to put off
having children is a good example.
On the other hand, the compieted
fertility rate indicates the number of
children born throughour their
childbearing vears to women born in
the same year. It makes it possible to
follow the pattern of fertility regard-
less of any “fashionable’ trends, but
there is a time lag since the figures
cover the whole childbearing period.
The fertility rate for the generations
born between 1935 and 1958 went
down in every Member State except
Greece and Sweden, where it re-




Average completed fertility (lifetime births per womun) for female generations
born 1930 to 1958 "'

1955

=

mained stable. The biggest drop be-
tween these two generations oc-
curred in Portugal (down by 1.03

children per woman) followed by

freland (down by.0.92); while in.the

remaining EU countries the reduc-

tion was at least 0.4 children per

~ women. )
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{Average number of chitdren
per woman per generation)
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FERTILITY

3

llegitimate births

One of the most notable changes in
the socio-demographic pattern of re-
cent vears has been the steady in-
crease in the number of illegitimate
births. In the 1960s, the figures were
fairly stable, but the period between
1970 and 1992 saw an almost four-
fold rise in the illegitimacy rate, from
5.6% of all births to 21.2%. The in-
crease is apparent in all the Member
States, but the levels vary depending
on the inital figures and the subse-
quent rate of increase. In 1992, Swe-

100

504

den, (49.6%), Denmark (46.4%).
France (33.2%) and the United King-
dom (30.8%) had the highest figures
for dlegitimarte births, while in italy
(7.2%) and Greece (2.7%) the phe-

nomenon was much less apparent.

1962 1967 1972

1977 1982 1987 1992






MARRIAGE

A

In 1993, 1.9 million persons married in the European
Union — a marriage rate of 5.3 per thousand inhabitants
compared with 8 per thousand in 1960. The proportion of
first marriages fell from 91% of the EU total (EUR 12) in
1960 to 84% in the 1990s. Over the period 1960-92, the
number of divorces almost quadrupled from 170 000 to

607 000.

Marriage trends

After remaining more or less stable
between 1960 and 1975, the number
of marriages in the EU dropped
sharply up to the 1980s. There was a
slight revival in 1985-89, but the
downtrend was renewed and the
marriage rate of 5.3 per 1 000 in-
habitants for 1993 was the lowest
since 1960. The German figures
have dropped since 1990 becauge
marriage rates are lower in the east-
g Linder. In 1992, Portugal had
the highest rate {7.1) partly because
many emigrants return to the coun-
try to get married. In Sweden and
freland, on the other hand, the rates
were 4.3 and 4.5 per 1 000 inhabi-
tants respectively. In the latter Gase,

the explanation lies in the large pro-
portion of children in the country’s
population.

Average age at first
marriage

Numbers of marriages between
young single people are steadily
falling, and the-average age at the
time of first marriage is steadily in-
creasing. Thus, in 1992, men were
on average 2.4 years older at the
time of first marriage than they were
in 1975, while women were 2.5 years
older. In Portugal, the average age of
a woman at the tme of her first maz-
riage was 24.3 in 1992, compared
with 28 in Denmark.

The age difference between the part-
ners at first marriage appears to be
stable throughout the European
Union: men are approximagely 2.5
years older than women. On the oth-
er hand, the figures for 1992 show a
difference of 4.3 vears in Greece as
against only 1.9 vears in Finland.

In certain EU countries, such as Iraly
and Greece, there seems to be a link
between falling marriage rates and
declining fertility rates. Children
tend to be born i wedlock in these
counties, so that if the number of
marriages is falling {as is the case)
the fertility rate for married women
can be expected to fall as well, espe-
cially if there is no change in current
patterns of behaviour.




"_Average age at time of first
- marriage in the EU 197591




MARRIAGE

Divorce

The period 1960-85 saw a more or
less uninterrupted rise in the number
of divorces. The rate in the European
Union rose over that period from 0.5
to 1.7 divorces per 2 000 inhabi-
tants.

Since 1985, the divorce rate appears
to have remained more or less stable,
albeit with striking contrasts be-
tween the Member States. In Ger-
many it fell by 34% between 1987
and 1992, whereas it carried on ris-
ing in Portugal from 1 per 1 000 in-
habitants in 1989 to 1.5 in 1992.
The figures for the Mediterranean
countries (Greece, Italy, Spain) are
lower than 1 per 1 000 inhabitants,
while those for the countries of
northern Europe, including Den-
mark. Finland, Sweden and the UK,
are more than twice as high.

1962 1967 1972 1977 1982 1987 1992

Divorces

Marriages
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FOREIGM
RESIDENTS

Turkey

ex-Yugoslavia
EEA countries
{excluding EUR 153)

Other European countries
Algeria

Tunisia

Moroceo

Other African countries
USA

Other countries

23.5
107
0.8
12.2
6.0
2.6
10.2
7.5
3.4
231

On 1 January 1992, the 360 million inhabitants of the
European Union included 10.6 million nationals of non-
member countries, or 2.9% of the total. There were also
5.2 million Community citizens living in a Member State
other than their country of origin.

Structure of the foreign
population

Maost of the foreign population from
non-member countries {(72.1%) lives
in three countries: Germany (4.2
million}, France (2.3 million} and
the United Kingdom (1.2 million),
where foreigners accounted for
5.2%. 4.0% and 2.1% respectively of
the total population on 1 January
1992. These three countries are host

. to 73.8% of the total number of for-

eigners from other Member States.
Luxembourg is the country with the
largest percentage of foreign resi-
dents, with a foreign population of
32.1% (mostly from other Member
States of the European Union).

Nearly half (47.2%) of the foreigners
from outside the Community come
from other countries in Europe, es-
pecially Turkey and formexr Yu-
goslavia. The Maghreb courtries
(Morocco, Algeria and Tunisia} ac-
count for 18.9% of the resident for-
elgrers.

The large number of foreigners in the
European Union can be explained by
immigration in response to the need
for labour, especially for certain jobs
considered menial or badly paid, and
by the appeal of the European Union
to people in non-member countries.

Non-national residents make up a
fairly young population. The wide
base and narrow apex of the age
pyramid of foreigners from non-
member countries reveal just how
young this population is. A verv large
proportion of these non-national res-
idents are adult, Le. of economically

active age, and there are many chil-
dren, whereas older foreigners ac-
count for a much lower percentage
than in the general population.

Migratory flows

In 1992, Germany was host to ap-
proximately two thirds of the immi-
grants in EU countries and account-
ed for the same proportion of
emigrants from the Union. This phe-
nomenon is partly due to the geo-
graphical position and relative size of
the country, which naturally attracts
a flow of immigrants from the coun-
tries of Fastern Euwrope including, in
particular, immigrants of German
origin. The high absolute values for
Germany put the migratory flow
patterns of the other member coun-
tries of the European Union in the
shade.

Not all immigrants are foreigners
coming into the country concerned;
some are nationals returning alter a
few years abroad. And not all emi-
grants are nationals leaving their
country to reside in another; they
may be people who immigrated
vears before and who have now de-
cided to retwn to their country of
origin. The immigration/emigration
figures therefore result from patterns
of behaviour which differ from coun-
try to country.

Of the immigrants to EU countries,
35% are citizens of another EU
country. They are returning to their
OWIL country or moving to another
EU country. Of these immigrants,
44% are nationals of European
countries which are not members of



Breakdown of resident population (at 1 January 1992) =

Non-Community Community Nationals
foreigrers foreigners

(%) (1 000) [%)

{1 000}

the EU and 21% are non-Europeans.
Alarge proportion of the immigrants
{from non-member countries are
from former Yugoslavia, Poland and
Romania.

Returning nationals account for a 3
substantial proportion of the immi- ’

- gration flows into EU countries: In -
Denmark, Greece, Spain and the
United Kingdom, half of all immi-
grants are returning nationals, and
the percentage in Ireland is no less

than 63 %.
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STRUCTURE OF
HOUSEHOLDS

6

Private households in the European Union now have
fewer members on average than before. The
nuclearization of households is evidenced by the rising
number of households with only one or two members.

Aceording to the censuses of 1990/91,
the European Unton (EUR 12) had
151 million private households com-
pared with 111 nmullion at the time of
the 1981/82 censuses. This rise of
more than 18% was far higher than
the rise in the total EU population
(2.6%} over the same period.

These 131 million private house-
holds accounted for 98.7% of the to-
tal population compared with 98.5%
in 1981/82.

The intercensal decline in the aver-
age number of persons per house-
hold was experienced in every Mem-
ber State apart from Greece, where
the figure remained stable between
1981 and 1991, The explanarion les
in falling birth rates, rising numbers
of divorces and increasing longevity
which pushed up the numbers of el-
derly persons, widowers and above
all widows living on their own. Three

il
el

Breakdown of private households by type in 1920/91 (1 000}

EUR 12 B DK

92 02% 2708 1 4006

southern European countries (Spain,
Portugal and Greece) and Ireland are
the only Member States in which the
average number of persons in each

household was still above three in
1901,

The most radical changes in num-
bers of private households were to be
found af the two extremes. There
was a striking fall in the number of
households with more than five
members and a striking increase in
the number of households with only
one or two members. The number of
one-person households has risen
substantially in every Member State
since the 1960s and they now ac-
count for more than 30% of all pri-
vate households in Denmark, Ger-
many and the Netherlands.

In the European Union (EUR 12},
over two thirds of private households
are family households (92 million out

21973 25277 9837

" Inclading 2 000 households of indeterminate type.
Only families without other persons.
The breakdown into single-family households and multi-family kouseholds is not available.
Results derived from the 1991 socio-demographic survey.

" Including 28 000 family houscholds comprising grandparents and grandchildren.

Setrce: Community programme ol population censuses, 1990/%1.
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Breakdown of private households by 1920/91 (1 000).
IRL I L ML P UK

15254 751 15192 100 3 841 2634° 15 802 Family households

b

6 288 278 4717 45 2321 511 6 620 Non-family households

——— =

! Including 2 000 households of indetermmate type.

* Only families withour other persons.

* The breakdown into single-family households and multi-tamily households is not available.
* Results derived from the 1991 socio-demographic survey.

* Including 28 000 farvily households comprising grandparents and grandchildren.

Source: Community programme of population censuses, 1980/91.
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of 131 million). Multi-family.private
households have become exceprional
{2 million compared with 90 million
single-lamily households).

Thesmost frequent type of family is
that of the couple with children {50
million). Thirty million private
households consist of couples with-
out children, a description which
covers two very different sitnations,
because their numbers include cou-
ples who do not yet have any chil-

0 : T T T

dren, couples whose children have
left home and couples who will ney-
er have any children.

Finally, there are in the European
Cnion (EUR 12), nearly 9 million
households consisting of a single
parent and one or more children; and
mothers malke up a very large major-
ity of the heads of such households.
Only 15% of single-parent families
have the father as the head of house-
hold.

1 2 3

4 5 6 7 or more

Nuwber of peaple

1981/82

1990/91

Around 1951

Around 1971

Arcund 1991



I Average number of persons per
household -~ i

1981/82 1990/91

Source: Commumity programrne of
population censuses, 1990/91.

n the current Euro pean Union (LUR
), there are 140 million house-
‘holds. The smallest households are in
Sweden (2.1 persons per household).
The figures for Austria and Finland
24 and 2.5) are the same as those
for the Netherlands and Belgium re-
spectively. Sweden has nearly 40%
f households consisting of a single
pexson, followed by Denmark and
Germany. Finland (31.7%) and Aus-
tria (29.7%) are slightly above the
average for EUR 12 (26.1%). In
Sweden, there ave no children in
more than hall of all households
(33.5%). In Austria, 13% of families
are in the single'parent category,
compared with 7% in Finland and
8.5% in Sweden.




EDUCATION

The number of pupils'and students in the European
Union stood at 71 million in 1991/92, or almeost one fifth
(19%} of its total population. Almost 60% of pupils and
students were in compulsory education, 25% in post-
compulsory secondary education and 14% in higher
education.

Owing to the fall in the birth rate, the number of pupils in
compulsory education has declined steadily since the
early 1970s. By contrast, the number of young people
staying on in education at the end of their compulsory
schooling (upper secondary and higher education) has
increased considerably over the same period.

In Belgium, France, Germany and the Netherlands,
around 90% of voung people aged 16/to 18 were in
education or training in 1991/92. By ‘contrast, the
percentages in Spain, Italy, Portugal and the United
Kingdom were much lower (EU average 77%). On average,
39% of 19 to 21-year-olds were attending school or at
university.

The proportion of females in post-compulsory education
continues to rise: in upper secondary education, from 98
females per 100 males in 1985/86 to 102 in 1991/92, and
in higher education from 87 females per 100 males to 95
over the same period.

In 1991/92, 83% of pupils enrolled in general secondary
education were learning English as a foreign language,
31% French and 17% German. Pupils in the Flemish-
speaking part of Belgiugn and in the Netherlands were
learning more foreign languages than their counterparts
in the other Member States.

Almeost one third (30%) of students in higher education
graduated in social sciences, business studies and
administration or law in 1991,




Participation in post-
compulsory education

There are significant variations in
the starting age and duration of com-
pulsory educarion between the EU
Member States. In most countries,
the starting age for compulsory edu-
cation is 5 or 6 vears. Luxembhourg
and Northern Ireland (4 years), Den-
mark, Finland and Sweden (7 vears)
are exceptions to this rule. The
length of compulsory schooling
ranges from 8 vears in Italy, Spain
and Portugal (in the two latter coun-
wies, recent reforms have extended
this to 10 and 9 years respectively),
12 years i Belgium and Germany
and 13 years in the Netherlands. The
participation rates for the 16 to 18
and 19 to 21 age groups provide a
useful indication of how many young
people remain in education at the
end of compulsory schooling, the
vast majority of pupils having com-
pleted their full-time compulsory ed-
ucation by the age of 16. However, it
ig important to note that a number of
pupils within this age range may be
(re)taking cxams that are normaally
associated with the end of compulso-
1y schooling.

In the European Union as a whole,
an average of 77% of 16 to 18-year-
olds were still in education or train-
ing in 1991/92. There were, how-
ever, considerable variatons between
the Member States ranging from just
over 50% in Portugal to 93% in Ger-
many (excluding the new Lénder).
Differences between countries can be
explained in part by variations in the
minimum school leaving age. In four
Member States (Belgium, Germany.
the Netherlands and Austria), part-
time compulsory education contin-
ues beyond the age of 16. Conse-
quently, these countries have

relatively high participation rates for

16 to 18 vear olds (more than 90%,

50 4
40
30+
204
10+
0 : | R ; : ‘ :
1975/76 1980/81 1985786 19920/91 1991/92
g Primary and lower ; Upper secondary Higher
secondary education © education educalion

! Excluding the new German Ldnder.

Percentage of pupils in general secondary education

learning English, French and German as a
foreign language in 1991/92

German

0 = Less than half the unii used = zero.

' EUR 15 — excluding GR and L.

* 'rench-speaking compomity (plus the small Cerman-speaking community).
* Flemish-speaking community.

* Excluding Brandenburg, Saxony-Anhalt and Thuringia.

* Full-time enly.

* England and Scotland only.
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" Excluding new Lénder.
¢ There are only about. 1 000 students in higher education.

11989,

except in the case of Austria). France
is notable lor a similarly high partic-
ipation rate {90%), even though
compulsory schooling ends at 16.

By conrrast, in Spain and Portugal
{where pre-reform compulsory
schooling ended at the age of 14}, the
number of pupils and students aged
16 to 18 was significantly lower
(66% and 49% respecrively). ltaly,
where the leaving age is sull 14
(69%), falls well below the EU aver-
age, as does the United Kingdom

(71%).

The minimum school leaving age is,
of course. not the only determining

¢ ——

factor. Labour market conditions,
government incentives, tradition,
etc., often have a significant influ-
ence,

On average, 39% of 19 to 21 year
olds in the EU were enrolled in
schools or universities in 1991/92,
Although participation rates de-
crease with age, the disparity be-
tween the 16 to 18 and 19 1o 21-
vear-old age groups varies
significantly from country to coun-
try. A comparison of the rates of 16
to 18 year olds and 19 to 21 year
olds shows that the largest fall oc-
curred i Austria and Ssveden, where
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I L NL A P FIN S UK!

Full-gme

' Northern Ireland: 4-16 years.

Part-1ime

Percentage of female gradudtes, by field of study (1991)




- Spain but maintained their relative

the mumber of young people aged 19
1021 still in education stood at 33%
wnd 29% respectively. Spain experi-
enced the smallest fall with 41% of
19 to 21 vear olds still enrolled in
schools or universities compared
with enly 66% of 16 to 18 year olds.
Belgium, France and the Nether-
lands all recorded larger falls than

positions, with around 50% of 19 to
21 year olds continuing their studies.

1
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' Excluding new Lénder.
¢ Estimated data (1988/89) from ltalian household survey. .
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Equal opportunities

The participation of females in post-
compulsory schooling provides a
useful indication of ecqual opportuni-
ties in education. Even in the rela-
tively short period between 1985/86
and 1991792, the ratio of females to
males changed significantly. In
1985786, there were 98 females 1o
every 100 males in upper secondary
educarion in the European Union. By
1991/92, there were 102. Over the
same period, the number of females
to 100 males in higher education also
rose, [rom 87 1o 5. The correspond-
ing figure for the population as a
whole in this age group (18 to 24)
was 96. While this implies that
equality of opportunity has been

achieved in the Union as a whale,
there are some significant differences
between countrfes. Females are par-
ticularly over-represented in Porta-
zal {153 per 100 males), Sweden
(117), France (116}, Norway (114),
Finland (112) and Denmark (111},
but are considerably under-repre-
sented in Germany (71). In some
countries, the ratio may be affected
by compulsory military service.

110

105

1400 4
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90 4

80

1985/86  1986/87  1987/88  1988/89  1989/90  199(0/91  1991/92

Upper secondary
education

' Exeluding the new German Lénder.

Higher education




Foreign language learning in
general secondary education

In the European Union in 1991/92,
pupils enrolled in general secondary
education (compulsory and post-
compulsory) were learning an aver-
age of 1.2 modern languages (this is
the average number of foreign lan-
guages being studied by a pupil at a
given point in time. not the number
of foreign languages studied
throughout their schooling). In five
Member States, the average was one
language (ranging from 0.8 in Portu-
gal to 1.1 in Austria). In the other
EU countries, the figures were much
higher: 1.3 in Germany and Sweden,
1.4 in the French-speaking commu-
nity in Belgivm and in France, 1.6 in
Denmark, 1.9 in the Flemish-speak-
ing community in Belgium and 2.2 in
the Netherlands.

Of the pupils enrolled in general sec-
padary duration in the Union in
1991/92, 83% were learning Fnglish
as a foreign language, 31% French
and 17% German.

English is the most widely-taught
language in all the countries con-
cerned, with the exception of the
Flemish community in Belgium
(where English is studied by 68% of
pupils and comes second after
French). In five Member States
(Denmark, Germany, Spain, the
Netherlands and Austria), more than
90% of pupils learn English.

The second most widely-taught lan-
suage is generally French. In Treland
(69%) and the United Kingdom
(59%). French is by far the most
widely-taught foreign language, with
over half the pupils learning it. Apart
from the Flemish-speaking commu-
nity in Belsium (98%). the Nether-
lands (65%) was the only other
gountry with more than one third of
its pupils learning French. Between
23% and 33% of pupils in Germany,
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Portugal and ltaly were also studying
French, The lowest figures (10% or
less) were for Denmark, Spain, Aus-
tria and Finland.

More than half the pupils in Den-
mark (58%) and the Netherlands
(53%) were learning German. Ger-
man was also being srudied by 20-
35% of pupils in the United King-
dom, Ireland and France. Very few
pupils were learning German in
Spain, Jtaly or Portugal.

Fields of study in higher
education

In 1991, around 1.5 million students
obtained a higher education qualifi-
cation in the European Union. Ow-
ing to the diverse nature of the high-
er education systems of the Member
States and, in particular, the differ-
ent concepts of ‘graduating” that ex-
ist. it is difficult to draw conclusions
from inter-country comparisons. For
example, the length of higher educa-
tion programmes may vary from two
to seven vears. In addition, some
countries mav award two or even
three diplomas or degrees prior 1o
the doctorate, others only one. ¢

In the Union as a whole, around one
third of students (30%) graduated in
social sciences, business studies and
administration or law, 9% in human-
ities, religion, theology or fine arts
and 10% i natural sciences. mathe-
matics or computer science.

More than 49% of graduates were fe-
male. However, this percentage
varies considerably depending on the
field of study. While females out-
numbered males in medical, health
care and related studies (71%) and
humanities, religion. theology and
fine arts {64%), they acconnted for
only 35% of graduates in natural sci-
ences, mathematics and computer
science and for even fewer (16%) n

Total

Huranities, religion.
theology and finG arts

Social sciences,
husiness studies and Law

Natural sclences, mathematics
and compuier sciences

Medigal sciences, healih
care and related

Erl,urviheerilng, archilecrure
and transport

Other

Women

Humamnities, religion,
theology and finé arts

Social sciences,
huziness seudies and law

Natural sciences, mathematics
and compuler selences

Medical sciences, health
care and relaced

Lngineering, avchitecture
and transpdr

Other

Men

Humanities, religion,
theology and fing arts

Social sciences,
business studies and law

Natural sciences, mathemarics
and compuier sciences

Medical sciences. health
cave and relaced

Engineering, architeciurs
and cransport

Qiher

NB: New Lénder are not ineluded in the figures
for Germany. 1939 ligures (or Portugal.




ineering, architecture and trans-
studies.

The “Others” group includes teacher
ining (data are not yet harmo-
ized at international level) as well
subjects with relatively few stu-
its. In all Member States, females
umber males in this group.

11600



RESEARCH AND
TECHNOLOGICAL
DEVELOPMENT

The European Union dévotes less of its GDP (2%) to
research and technological development than the United
States or Japan. Indusiry finances 52% and performs
64%. For every 1 000 people in the labour force, the
European Union has 4.2 scientists and engineers
compared with 7.5 in Japan and 7.6 in the USA. Measured
in terms of Nobel prizes and scientific publications,
research in Europe seems to be well represented. The
situation is different if one looks at paients and trade
balance in high-tech producis. The Member States devote
differing amounts to research, ranging from ECU 642 per
inhabitant each vear in Sweden down to only ECU 26 in
Greece. There is a tremendous variation in the breakdown
between public and private fmancmg and between
civilian and military research in the Member States. In
addition there are SIgmhcant regional differences. The
European Union has its own research policy resources
which are constantly growing. The framework programme
for 1995-98 has been allocated ECU 13 billion, with 28%
devoted Lo information and communications technologies,
16% to industrial technologies, 9% to the environment,
13% to life sciences and technologies, 13% to energy and
the rest to transport, socioeconomic research, cooperation
with Third World countries, dissemination and
exploitation of results and the training and mobility of
research workers. Apari from the European Union special
bodies such as the European Organization for Nuclear
Research (CERN), the European Melecular Biology
Organization (EMBO) anil the European Space Agency
(ESA) are responsible for research in specific fields.
Organizations such as the European Science Foundation
(ESF) and COST actively support cooperation in many
different scientific fields. And the multilateral Fureka
programme is more specifically geared to the
development of goods in response to market demand.




Total employment in research and development, 1991*

Percentage of the total labour force
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RESEARCH AND
DEVELOPMENT IN
THE EUROPEAN
UNION

In 1991, the European Union spent more than ECU 110
billion on R&D, a 22% increase relative to 1989, Despite
this apparent sharp increase, the relative importance of
R&D remained nearly unchanged, at around 2% of GDP.
Some 2.2 million people were engaged in R&D in the
European Union in 1991. All the available data point to
important variations between different countries, regions

and sectors.

Financing of R&D

R&D expenditure in the European
Union is not equally split across the
Member States, their regions and dif-
ferent sectors. In 1991, the four
Member Stares with the highest ex-
penditure on R&D were Germany
(ECU 36 billion), France (LCU 23
billion), the United Kingdom (ECU
17 billion) and lealy {ECU 12 hil-
lion). In relation to the size of the
Member States’ economies, Sweden
tops the list with 2.86% of its CDP
devoted to R&D. The relative levels
of expenditure of Germany (2.65%),
France (2.4%), the United Kingdom
{2.1%) and Finland (2.1%) are, also
above the average for the ELPand

that of the Netherlands (1.9%) is
close to the average. Nevertheless,
the EU ayerage and the values for all
countries except Sweden and Ger-
many are below the USA (2.65%)
and Japan (2.87%).

Most of the EU’s R&D is performed
in the business enterprise sector
{63%). The remainder is almost
cqually split between the govern-
ment and higher education sectors.
These percentages have been fairly
stable over time, although for some
Member States, especially Austria,
Belgium, Greece, Portugal and Swe-
den, they differ from the EU average.
The structure of R&D in Austria,
Belgium and Sweden is character-




ized by the small percentage ac-
counted for by the government sec-
for (about 5%) and the high percent-
age of the higher education sector
{abont 25%), The govermment and
higher edncation sectors are very
wellrepresented in Greece (40% and
27% respectively and Portugal (29%
and 54% respectively).

For those countries where data is
available, the levels of R&D perfor-
mance vary considerably between
the different regions within Member
States, and this is trie for all the sec-
tors, These data show thar, besides
the capital regions, which alwavs
tegister a high degree of R&D activi-
ties in all Member States and in most
sectors, some other regions also play
an important role, for example, the
French region of Midi-Pyrénées, the
German Lénder of Baden-Wiirttemn-
herg, Bavaria and Bremen and the
[talian region of Piemonte in the
business enterprise sector, the
French regions of Midi-Pyrénées and

R&D input by

Member State in 1921

R&D expendirure R&D personmnel

as % of GDP as % of lahour force

R&D input by sector in 1991
R&D expenditore

R&D personnel

as % of labour force

Higher education secror

0.37 0.35

All seciors 2.01 1.33

Languedoc-Roussillon and the
Greek region of Crete in the govern-
ment sector, and the Danish region of
Aarhus amt in the higher education
sector.

R&D personnel

In 1991, a total of about 2 million
people were engaged in R&D activi-
ties in the European Union. This
number was almost the sarre as in
1939, However, the share of R&D
personnel in the total labour force
declined by about 0.1% to 1.33% in
1991, Germany is the Member State
with the highest percentage of its
labour force engaged in R&D activi-
ries, but Belgium, Denmark, Fin-
land, France, the Netherlands, Fwe-
den and the United Kingdom ‘also
have values above or around the EU
average, Comparisons over time in-
dicate that the percentage of the
labour force working in R&D de-
creased in many Member States dur-
ing the last few years, with the ex-
ception of Greece, Spain and Ireland,
where increases of more than 10%
were seen in the period 1988/89 to
1991.

Fifty-five per cent of the EUs R&D
personnel work in the business en-
terprise sector, more than a quarter
work in the higher education sector
and the rest (about 20%) in the gov-
ernment sector. The regional distrib-
ution of R&I) personnel appears 1o
differ from that of R&D expendirure.

|
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RESEARCH AND
DEVELOPMENT IN
THE EUROPEAN
UNION

Thus, regions like Hessen in Gex-
many or the French regions of Cen-
tre-East, Rhone-Alpes and the Au-
vergne have far higher percentages
of R&D personmel than the 12U aver-
age, at least in the business enter-
prise sector.

R&D output

The results and the efficiency of
R&D are fairly difficult to assess and
to measure, The well-known and
easily available indicarors likd the
number of Nobel prizes, scientific
publications and patents unfortu-

nately do not give a full picture of the
results of R&D. However, for some
ey sectors of both science and tech-
nology, they do give some indication
of R&D output. Currently available
data for these indicators show that
the output of R&D in the EU is less
than that of the USA or Japan.

Government R&D
appropriations

The tinancial support of R&D activ-
ities by the governments of the Mem-
ber States and the European Com-
mission is an wnportant tool for the

Government R&D appropriations in the EU, USA and Japan
' in 1992

S
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Total number of scientific publications

137 500 151 400 34 700




performance of R&D in the EL. In
- 1992, the governments of the Mem-

ber States spent some ECU 54 billion
on R&D. A further ECU 1.8 billion
came from the budget of the Euro-
pean Commission. Altogether public
sources provided on average 50% of
the funds devoted to R&D, repre-
senting nearly 1% of the EU's GDP.
The corresponding percentage is
higher than the EU average in the
USA and lower in Japan.

Most of the public funding of R&D in
the EU goes to three main types of
research. Ior some vears, the most
important objective has been re-
search carried out in universities.
The second largest amount is spent
on specific technological objectives
like the exploration and exploitation
of the earth and space, the produc-
tion. distribution and rational uti-
lization of energy, and industrial
production and technology. The
third most important area of public
funding of R&D is defence. Funding
in this sector is declining and varies
considerably hetween the Member
States, from fairly high percentages
in the United Kingdom and France
down to zero or almost zero funding
in Ireland, Belginm, Denmark and
Porfugal. ;




R&D COOPERATION

2

Although there was some earlier financing of research and
development, mainly in the energy field, the European
Union first laid down its own policy supporting research
and technological development in the mid 1980s. Al that
time, it started putiing into place research and technologi-
cal development funding programmes — the framework
programmes and their specific programmes. The annual
figure of ECU 284 million in 1980 grew to ECU 2 billion for
1993, and an average of ECU 3.1 billion per year is ear-
marked for the period covered by the fourth framework
programme {1995-98). Virtually all direct support for re-
search and technological development and also demon-
stration, dissemination and training projecis and other ac-
companying measures come under the fourth framework
programme. However, the European Union’s Structural
Funds will continue to be a significant parallel source of
support for R&D and iis infrastructure, particularly in the
less-favoured regions of the EU. In addition to the Commu-
nity framework programmes for research and technologi-
cal development and the Structural Funds, there are many
other European cooperation schemes in the field of re-
search and development.

European Union action European Union, but now pro-
grammes are proposed by the Com-
mission and decided upon joindy by
the European Parliament and the
Council.

European Union action in the fields
of science and technology has been
coordinated since the mid 1980s
within the broad general arrange-

ments known as the framework pro-  So far there have been four frame-

grammes for research and technclog-
ical development. Community policy
in this area is based on the Single
Act. This introduced a two-stage
procedure: firstly the adoption
of multiannual framework pro-
grammes, followed by the adoption
of specific programmes in those sec-
tors which have heen accorded prior-
ity within the framework pro-
gramme. The same general principle
has been preserved in the Treaty on

worlk programmes. The first three
overlapped and covered the periods
1984-87, 1987-91 and 1990-94.
They were allocared, respectively,
ECU 3.7, 5.3 and 6.6 billion. The
fourth framework programme,
which will cover the perind 1995-96,
has a starting budget of ECU 123
billion, to which may be added an
additional ECTU 0.7 billion. Research
funded by the Union aims above all
at strengthening the scientific and



Changes in R&TD priorities between framework programmes

Field of vesearch

Franework programmes

1084-87

1987-91  1990-94  1994-98

technolog

Industrial and materials
technology

11 16 15 16

Eﬁnwmmm

Total amount (million ECL)

12 300

3394 6 600

technological bases of Community
industry so that it can become more
imternationally competitive. Gom-
munity research roust also endeav-
our to assist other Comumunity poli-
cles such as those covering energy,
transport, the environrment, fisheries
and agriculture. And in order to en-
sure that national policies and Com-
munity policy are mutually consis-
tent, the Member States and the
Community are expected to coordi-
nate their research policies and to
take all appropriate steps to promote
coordination in this field.

Framework programmes and their
specific programmes have always
been targeted at certain key sectors
rather than involving across-the-
board thinly spread lunding for
R&D. Projects financed are mainly
at the pre-competition level.

The share of energy-related R&D fell
from 66% in 1982 o 16% in the
third framework programme but will
increase to 18% in the fourth. After
showing rapid growth in the 1980s,

research in information and telecom-
munications technologies showed a
significant downward trend in the
1990s. [t will absorb 28% of the
funding available under the fourth
framework programme, There has
been a steady increase in Communi-
ty funding in two major figlds: in-
dustrial and materials research and
life science and technologies, with re-
spectively 16% and 13% of the
fourth framework programme bud-
get. The share of R&D funding going
direcily to environmental research
remains stable at just under 9%. The
fourth framework programme intro-
duCeS research in two new areas
through specific programmes on
transport policy and the targeted so-
cioeconomic research prograrnme,
which covers three specific arcas:
technology assessment, education
and social exclusion.

The specific programmes are imple-
mented in three main ways. The first
and still by far the most tmportant is
on a shared-cost basis. Sharved-cost

actions are cooperative projects
bringing together within single pro-
jects universities, public research
centres and partmers from both large
mdustry and SMEs from different
countries, The Commission generally
assumes 50% of the total costs for in-
dustrial partoers and 100% of the
marginal costs for other partners, the
rest of the finance coming from the
members of the private consortia.

The second main method is through
the Comumunity’s own research car-
ried out by the Joint Research Centre
(IRC),;which consists of eight insti-
tutesyin six countries, employs
around 2 000 staff and had a total
budget of ECU 272 million in 1993.
The JRC also acts as host to more
than 200 visiting scientists.

The third main way that R&D is
funded by the Union is through con-
certed actions and nerworks. In the
case of concerted actions, the Com-
mission only hears the cost of coordi-
nation, which also includes some
very specific areas (organization of
meetings, travel, accommodation,
publications, etc.}. Networks start
off with the same aim of coordina-
tion but may include an additional
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1 000 A

250+

element of financial support for part
of the research carried out by some
or all of the participants in the net-
work.

Other forms of support for R&D are

used by the Commission for fusion

research, in particular in connection
with the Joint Furopean Torus
{JET), and for dissemination and
training activities, for example the
CORDIS database and fellowships.

The total budget of the third frame-

work programme was equivalent to

3.8% of all government civilian re-
search funding in the Member States,
However, the cumulative effect of
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this is that Community action has a
significant impact on the research
set-up in Furope, This effect is prob-
ably proportionally larger than its [i-
nancial importance, particularly in
those areas targeted by the frame-
work programimes,

The emphasis on funding through
shared-cost actions has certainly Jed
to a change in acttudes, resuldng in
industry regularly working with uui-
versities and public research centres
and frequent cross-border coopera-
tion. But although both the frame-
work programmes and the R&D sup-
port element from the Structural
Funds are helping to raise the level of
S&T and R&D in the less-favoured
regions, they have not radically
changed the tendency for research to
centre around a limited number of
geographical areas within the Euro-
pean Union.

Since the early 1990s, the Earopean
Union has been cooperating with the
countries of Eastern and Central
Europe in supporting their science
and technology svstems. This takes
place both as part of general non-
S&T-specilic programmes such as
PHARE and TACIS and through
specific S&T-oriented programmes
such as Gopernicus (scientific and
technological cooperation with Cen-
tral and Eastern Europe), which fi-
nances joint research projects involv-
ing EU Member States and countries
in Central and Eastern Europe. The
projects financed through INTAS
(International Association for the
Promotion of Cooperation with Sci-
entists from the Independent States
of the Former Soviet Union) arc a
further example of this cooperation,

Other cooperation initiatives

Scientific and technological coopera-
tion in Europe also takes many other
forms: countries are engaged in bi-




lateral and multilateral arrange-
ments, some of which involve spe-
cialist organizations. The number of
countries involved in these organiza-
tions varies and often reaches be-
yond the boundaries of the European
Union to include EFTA countries
and countries of Fastern and Central
Furgpe. In some cases the Furopean
{ommission is an active member
and in others there is an element of
financing from the European Union.

Some of best known of these bodies
specialize In specific seientific fields
and/or run major scientific facilities,
for example, CERN (European Or-
ganization for Nuclear Research)
which is active in the field of particle
physics, EMBL (European Molecular
Biology Laboratory), LSO (Euro-
pean Southern Observatory), ESA
(European Space Agency)., ESRF
(Eurapean syachrotron radiation fa-
gility) and [LL (Institute Max von
Laue-Paul Langevin).

(Other organizations are more gener-
al in natare and do not restrict their
activities to single scientific disci-
plines. COST (European cooperation
in the field of science and technical
tesearch) concentrates on pre-com-
petition and basic research and ac-
fivities of public utility. Twenty-five
countries arve involved, and in 1994,
the programme was responsible for
coordinating about ECU 400 million
of national research funding. The
Buropean Union plavs a major role
m COST, with secretarial services be-
g provided by the European Com-
mission. The Fureka initiative is
more specifically geared to the devel-
opment of market goods and services
and aims at raising the productivity
and competitiveness of European in-
dustry and national economies in the
field of advanced technologies. At
present, 22 nations take part in Eu-
reka, and expenditure on current

projects amounts to ECU 12,463
million. The European Science
Foundation {ESF} is an association
of 54 research councils from 20
countries. it aims to bring European
scienrists together o work on topics
of common concern and to coordi-
nate the use of expensive facilities
through its scientific programmes
and scientific nerworks.

In Europe there is alse industrial co-
operation within private consortia
such as the Airbus group for aircraft
manufacture and the Arianespace
company, which offers corumercial
satellite launches. [n1 the field of de-
ferrce-related research and the vari-
ous bilateral and multilateral
arrangerments, programmes such as
Euclid (European cooperative long-
term imtiadve in defence) have re-
cently come inte being under the
auspices of the Western European
Union {WEU).
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THE LABOUR
MARKET

In the spring of 1992, the labour force survey assessed the
size of the active populaiion {those in work plus the
unemployed) of the European Union (EUR 15) at 165.1
million persons — an activity rate of 55.9% of the total
population of 367 million, 295 million of whom were of
working age. :

Almost 150 million persons were in work at that time.
While total employment rose steadily between 1983 and
1991 in the European Union, ils growth rate was only half
that of the USA over the same permd

The length of the working week has tended to diminish
over the past decade, dipping to around 40 hours in 1992,
Part-time and temporary work, on thL other hand, have
both increased.

Unemployment remains very high in the Furopean Union.
In 1993, the jobless total was just short of 17 million, or
10.7% of the active population. The figure includes a high
percentage of women and young people aged under 25,

In the industrialized countries, labour costs vary
considerably and are structured very differently. In
industry, costs vary between ECU 5.6 per hour in Portugal
and ECU 22.6 in Germany, or a ratie of 1 to 4. However.
while an employee may be more expensive in one counm
than another, this does not mean that the emplm ee’s gross
or net salary is better. For example, Denmark is the
country with the highest gross earnings for manual
worlkers in industry, but three countries record higher net
earnings than Denmark;
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THE ACTIVE
POPULATION

1

The European Union’s active population, or labour force,
comprises all individuals who are either working or
seeking work — i.e. people with jobs plus the unemployed.
'The activity rate is the active percentage of the total
population of working age, and currently stands at 55.9 %.

Activity rates

In 1992, the labour force of the Fu-
ropean Community numbered 165.1
million persons out of a total of
295.3 million persons of working age
(15 and over). This is equivalent to
an activity rate of 53.9%, lower than
in the United States and Japan where
it is 64%.

There are significant differences be-
tween the Member States: it is under
50% in four countries (Spain, Italy,
Greece and Belgium) but 62.2% in
the United Kingdom and over 68%
in Denmarl, Finland and Sweden.
The main factor explaiming these dif-
ferences is the percentage of women
in the labour market. In Spain, Italy
and Greece, only one out of three
women aged over 14 belongs to the
labour force. By contrast, the activi-
ty rate of women in the three Nordic
countries is even higher than the rate
for men in Belgium.

One feature common to all Member
States is the growing number of ac-
tive women. Between 1985 and
1992, the female activity rate in the
EU (EUR 12) rose by 4 percentage
points, while the rate for men in-
creased by only 1 percentage point.
Part of the growth in female activity
is attributable ro part-time rather
than full-tme working.

The activity rate varies with age
and marital status, reflecting the
different effects on men and women
of changes in the family structure.
The rate for men reaches 90% be-

tween the ages of 25 and 29, has its
peak between 33 and 39 and re-
mains high until the age of 54. The
overall rate for married men was
1% i 1992 compared wich 66%

for single men.

Active population in 1992 (1 000)

Total Male Female

ot
B 4 041 2401 1 640

D 38 994 22 382 16 612

I 15 141 9673

A 3679 2147 1532

FIN 2502 1316 1185

UK 28 384 16 066 12 298

=

USA 126 982 69 184 57798

" Persons aged between 16 and 74.



100 4

80+

60

40 4

204

— T | — i P — T { g T 1
15-19 20-24 23-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64 6569 =270

Men 1980 Men 1992 Women 19806 Women 1902

The activity rate for women peaks
earlier at 25 to 29; beyond that age
marriage and family commitments
cause it to drop. The activity rate for

Activity rate in 1992

(% of population
aged 15 and over)

.
.

married women is lower than that of
single women in all age groups ex-
cept the youngest {the under-25s). In
this age group many single women
are students and many married
women are still withour children.
The depression of the female activity
rate caused by rthe formation of fam-
ilies has diminished over the past few
vears: rates for the over-35s are now
approaching those of younger
women and they visibly drop only
beyond the age of 50,

The extremes of the age curve show
that the activity rates for the
voungest and oldest age groups are
gradually dropping: young people
now tend to stay longer in education,
while retirement conditions {or many
older people have improved (includ-
ing early retirement in traditional in-
dustries which are in decline).

Total Male Female
300
B 49.6 61.2 38.9 e
250 - R L
I 58.7 70.6
' 2004
150 ~
100 4
50 4
A
P 0 T T T T T T T T T 1
[N 1983 1084 1985 1986 1987 1988 198G 1990 1991 1962°
5
UK Population aged 14 and over Employed
. Active population Unemployed
UsA 63.6 7.9 55.9
BT T 1992, the minimurn age of the active popularion was changed [rom 14 to 15,

! Persons aged between 16 and 74,

but it kras becn kept as 14 in this diagram for the sake of comparability.



THE ACTIVE
POPULATION

Growth and structure of the
labour force

Growth in the labour force is deter-
mined by trends in the population
and the participation rates of the dif-
ferent groups making up the labour
force. Between 1983 and 1992, the
population of working age in the EU
(EUR 12) rose by 11.8% (about iwo-
fifths of this increase being due to
German unificaton). Over the same
period, the labour force rose at a
faster pace because of an increase in
the overall activity rate: in 1992,
there were 14.4% (19.4 million)
more people on the EU labour mar-
ket than in 1983, either as emploved
or tmemployed.

Although the number of persons in
employment was 15% bigher than
nine years before, job growth was not
sulficient to prevent the mumber of
unemploved from rising.

The labour force in the Union is be-
coming older. The average age rose
from 37.4 1o nearly 38 vears. and al-
though it went up for both men and
womerl, the female labour force is,

704

65-‘

60 1

L
(]
1

i

1983 1984 1985 1986

'"EUR 15.

on average, almost two vears
younger than the active male popu-
lation.

Women in the labour market

The role of women on the labour
market of the Buropean Union has
become more and more important
during the last decade, Their pﬁ:)por-
tion of the labour force and toral em-
plovment is steadily rising, but there
are still considerable diflerences be-
rween Member States such as Swe-
den where thev have a 47.9% share

Women in the labour market

o [ s e LB

1987

T T
1988 1989 1090 1991 1902¢

of the labour force and Spain and
[reland where the figure is just 36%.
Jn all coumrries, with the exception of
the United Kingdom, Finland and
Sweden, the proportion of womenin
the number of persons in emplov-
ment is lower than their proportion
of the labour force. As a result, they
are overrepresented in the unem-
plovment figures.

This shows that it is importast not
only to bring more women into the
workforce, but also to enable them to
compete for stable and highly quali-

EUR 13

LUR 12

Eniplovment

1992

41.0

34.8

Employment

1002

49.3

405 394 46.3 41.7
49.8 376 57.5 554

60.4




Men Waornen Total Total

Age group Single Married Single Married
5o
25-49 88.2

Single Married Men Women

63.7 68.0

65 and over

fied jobs. Amongst the measures with  supports such training and retrain-
precisely that aim are the coordina-  ing schemes, and support is abso giv-
tion of working hours with the school  en to research into child care and
timetable, child-care facilities, sys-  protection, various forms of leave.
tems of special leave for both parents  and social facilities for working
rather than mothers only, and voca-  womern.

tional retraining courses. The EU

_ Women in the labour market . . .

B 51.0 56.6 43.8 52.9 38.0 37.8 32.6 1992




EMPLOYMENT

2

Employment in the European Union grew steadily until
1991, when it started to fall. While most of the new jobs
were created in the service sector, agriculture has suffered
the heaviest losses. Women filled around 40% of the jobs,

but many of these were part-time posts. More than
3 million of the almost 150 million jobs in the European
Union were filled by foreign workers, i.e. those from non-

Community countries.

Employment trends

In 1992, the total number of persons
working in the European Union
(EUR 15) was 149.6 millien {(EUR
12: 140.2 million). There was a
steady increase in employment be-
tween 1983 and 1991, and it was not
until 1992 that 1t fell sharply. While
10 million jobs were created between
1983 and 1992 in the economic ter-

Employment in the EU, EUR 12 (millions)
1984 1985 1986 1987 1988

ritory of the EU as it stood prior to
German unificarion (no time series
are availei(ble for the former GDR),
this growth rate is less than half as
high as in the USA.

Trends in the occupied population
are the result of conteasting trends in
the different sectors of economic ac-
tiviry: agriculture, industry and ser-
VICes.

Job losses are still high in agricul-
ture: about 3.5 million in the El
(EUR 12) herween 1933 and 1992
(excluding the territory of the former
GDR). The decline in farm jobs fol-
lows the general trend observed in
many industrialized regions of the
world, with Japan, for example, los-
ing 1.2 million farm workers. The
fact that the USA lost only 200 000
jobs is artributable to the fact that
this sector was already small in size.

While employment in industry rose
markedly in Japan, it increased only
slightly in the USA and remained
more or less constant in the Euro-
pean Union.

1989 1990 1991 1992

Total number in employment

' 1991, 1992: Cermany after unification.

128.4

130.4 133.6

142.0 140.2




The rise in total employment was
mainly attributable to the service
sector where over 15 million jobs
were created in the EU and in the
USA between 1983 and 1992, The
tertiary sector in the USA provides
almost three quarters of all jobs.
while 61% of all workers in the EU
are employed in services. Whereas
sectoral employment structures in
the EU and Japan are similar, the
USA seems to be further down the
mad towards the service econorny.

Employment structures in the
Member States

The distribution of employment
across the three economic sectors
varies considerably within the EU. In
1992, more than one in five Greek
workers was still employed in agri-
culture, and Ireland (one in uine)
and Portngal (one in seven) also had
high proportions,

While the industrial sector accounts
for nearly 40% of the total number
of workers in Germany, industry’s
share in all the other Member States
is much lower: im the Netherlands,
for example, only 25% of all workers
have their jobs in the secondary sec-
tor of the economy. On the other
hand, the Dutch service sector pro-
vides 71% of all jobs in this country
— almost 20 percentage points more
than in Greece.

Wornen accounted for 41% of all
persons in employment in 1992, but
a closer Inok at the full-time/part-
time split is verv revealing: while
only one in three persons in full-time
employment was a woman, the fe-
male share of part-time jobs was
82.5%. Two-thirds of all women
working part-time in the EU did not
want a full-time job. The number of
women choosing part-time employ-
ment is relatively low in Belgium,
Spain, Ireland and Portugal.

Employment by sector of actlivity in 1983 ' and 1992
EUR 12

Japan

1000 Yo 1000 %

11230 9.2 3 541
8128 5.8

Agriculeure 1983
1992

36.0
39.0

1483
1992

Services 67 418 55.3
1

85 852 61.4

T 1983 Germany: Linrder of the {ormer Federal Republic.

. Share of economic sectors in employment in 1992

Agriculture

1000 %

Total
1 000 %

Services

1000 %

[ndustry
000 %

UK 569 2.2 7715 302 17237 675 25 630

" The data cover only persons who normally work at least 12 hours per weck.

(118]7]



EMPLOYMENT

Agriculture

Foreign workers

Emplovees of non-Communicy
nationality held almost 3.2 million
jobs within the LU in 1992, Almost
half of these oviginated from Euro-
pean countries such as Turkey, ex-
Yugoslavia, erc. and a high propor-
tion (11.3%) from the Maghreb.
Most non-Cornmunity employees are

Industry \

Services

employed in Germany (1.5 million},
France (0.6 million}, the United
Kingdom (0.4 million), Italy (0.2
million} and the Netherlands (0.1
million}.

In 1992, there were 1.8 million U
citizens working in a Member State
other than their country of origin,
most of thero in Germany (0.4 mil-

Total

1000 of wi

hich femnales (%

)

P
1000  of which females (%)

1000 of which females (%

5.

SRy TR

o




lion), France (0.5 million) and the
United Kingdom (0.4 million). Such
individuals account for over a third
of the workforce in Luxembourg, 5%
i Belgium (1989} and 3% in France
(1989). Many Irish people wadition-
ally find jobs in the United Kingdom.

Most male foreign workers are em-
ployed in industry (58.6%) and most

foreign women in the service sector Turkey 15.1
(71.5%). ex-Yugoslavia 8.1
Algeria 37
Morocco 6.0
Turfisia 1.7
Others 65.4

Employment by sector of activily, sex and nationality
in the EU in 1992 (%)

Nationals Non-nacionals Total

Agriculture 1.7 1.1 1.0
[ndustey 203 275 252
Services 8.0 71.5 73.8

Foreign workers in the EU
in 1992 (%)

Total




The average working week for full-time employees in the
European Union was 40.3 hours in 1992, It was shorter
for women (38.8 hours) than for men (41.1 hours), and
also fluctuated, at times substantially, depending on the
sector, type of activity and country. Employers and the
self-employed always had longer working hours than
employees. The increase in both part-time and temporary
work has continued threughout the EU, reaching
significant proportions in some Member States. The rate
of absenteeism stood at an average of 11.9% of persons in
emplovment (during the reference week in 1991). Almost
30% of those in work in 1991 were dissatisfied with their
working environment.

WORKING
CONDITIONS

Normal working hours greater in the United Kingdom (3

hours) and Portugal {3.3).

While the average working week for
emplovees in the EU in 1992 was
40.3 hours, it stood at 43.4 hours in

Agricultural employees had the
longest working week at 43.0 hours,

the United Kingdom and 38.2 hours
in Belgium and ltaly. The working
week was around two and a half
hours shorter for women than for
men, although the difference was

as against 40.5 and 40.1 hours re-
spectively for those working in in-
dustry and services. In these last
two sectors, women always workeda
shorter week than men.

Average Agriculture

Tndustr};

Sexvices

Men Total Men  Women  Total

Men  Women

Total Men  Women

40.8 39.6

41.0

41.0 39.4

44.6

43.3

41.8 38.1




Persons in full-time emplo.yment

o
|
|

s
it
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s

Groups of hours usually worked per week (%)

EUR 12 B

36-39 hours

43 551 15.3 9.0

27.9

Cver 48 hours 7.4 2.8

6.4 4.9 6.7 5.1 6.0 9.8

19.8

Men working agriculture in Ireland
and the United Kingdom had a
working week of over 50 hours. Por-
tuguese and British women had the
longest working hours in the agricul-
tural sector, but worked shorter
weeks in industry and services.
Women working in services had
slightly shorter hours than those in
industry, while the figures for men
showed a wider range, both by sector
of activity and by Member State. {t
was, however, always the case that
women working in industry and in

the service sector had shorter work-
ing weeks than men, and in some
countries, such as the United King-
dom and Portugal, the differences
could be substantial.

Employers and the full-time self-em-
ployed had much longer working
weeks, which very often exceeded 50
hours. Broken down by sex, the high-
est figures were for men in Ireland
{58.1 hours) and women in Luxem-
bourg (54.5 hours). In this category
of emplovers and full-time self-em-
ploved, men alwavs had longer

Persons in part-time emplo;}ment

working weeks than women, the dif-
ferences being substantial in seven
countries: Belgium, Denmark, Ger-
many, Greece, France. Ireland and
the Netherlands.

Some 7.4% of full-time employees in
the EU had working weeks of over
46 hours, the maximum stipulated
by Community directives. In the
United Kingdom, 19.8% of employ-
ees exceeded the 48-hour mark,
while the percentages were much
lower in the other Member States,
with only freland (9.8%) lving above

Total
{1 000)

Part-time employees
as % of all employees

Women working part-time
as % of all female emplovees

Waomen working part-time in
services as % of alkfeimale
employees in services

1992

1983 1692 1983

1992 1983 1992

8.3 14.0 20.7

23.9 35.2

1240 14.2 29.6

32.2 38.1

B
b
D 2727.6
=
E

5.8 10.0 11.9




WORKING
CONDITIONS

Usual length of the working
week for part-time
employees in 1992

the EU average. Almost one half of
all employees (48.3%) worked less
than 40 hours, 32.1% worked 40
hours and 19.6% more than 40
hours per week. Generally speaking,
the working week in most countries

was around the legal and/or collec-

tively agreed limit, but rhere were
stl] large groups of workers in each
Member State who worked longer
hours for various reasons {usually
overtime).

Part-time work

The total figures for part-time work
in 1992 were very high in many
countries, and there has been a
marked increase over the last few
vears. Over 10% of those in employ-
ment worked under this type of con-
tract in seven of the EU countries,
with particularly high percentages
being recorded in the Netherlands
{34 .5% of all emplovees), the United
Kingdom (25.5%} and Denmark
(22.5%). Women made up the hulk
of the part-time labour force: 64% of
female employees in the Nether-
fands, 45% in the Unired Kingdom,
31% in Germany and 28% in Bel-
gium. The proportion of men work-
ing part-time, on the other hand,
was low and even very low in coun-
tries such as Belgium, Germany,
Greece, Spain and Ireland where it
was under 3%.

There was very little difference be-
- tween the weekly hours worked by
male and female part-time employ-
ees {average of 19.2 and 19.6 hours
respectively). Denmark was the only
country where it was considerably
shorter for men (12.2 hours) than for
wornen (18.7 hours). There was a
smaller range in the number of hours
worked weekly by women working
part-time (from 17.6 in the United
Kingdowm to 25.8 in Italy) than in the
hours worled by their male counter-

Hour's lost during

the reference
week in 1991

Hours
worked
{millions) (millions

Hours lost

) (4

parts (from 12.2 hours in Derunark
t0 32.9 in ltaly).

The percentage of women working
part-time in the service sector was
substantial, topping 30% in six
countries and as high as 63.7% m
the Netherlands,

Fixed-term employment

Most emplovees in the EU had mdef-
inite employment contracts (89.6%)
and only one in 10 worked under
fixed-term contracts (10.4% of all
emplovees). Although this percent-
age has remained fairly stable over
the last five years, the proportion of
emplovees on fixed-term contracts in
Spain soared from 15.6% in 1987 w0
35.5% in 1992, The percentages in
the ather Member States were all
around the EU average, ranging
from 10.8% in Portugal to 2.9% in
Luxembourg.

The proportion of fixed-term con-
tracts was slightly higher amongst




women (11.6%) than amongst men
(9.5%). The sector of economic ac-
tivity with the highest proportion of
such contracts is agriculture with
28.4%, and it went over the 35%
mark in some Member States such as
Spain (57.6%), Greece (38.7%) and
ltaly (37.6%). There were relatively
fewer fixed-term countracts in indus-
iry (9.1%), though these still made
up 36.7% of the total in Spain,
13.2% in Greece and 12.1% in Por-
rugal. The proportion of temporary
workers was noteworthy in the con-
struction sector {15.6% for the EU as
a whole). The proportion was even
lower in the service sector at 6.0%,
with the only substantial figure being
in Spain (16.4%). Nevertheless, the
figure for the 21 as a whole reached
11.4% in both the hotel and catering
trade and in public services,

Absenteeism

There are many reasons for absence
from work. Individuals may be ab-
sent or work a shorter (reference)
week than usual because of personal
or statutory holidays, maternity
leave, special or family leave, flexible
working hours, training courses,
sickness, accidents, lay-olfs [or tech-
nical or econemic reasons, bad

weather, labour dispures and so
forth.

During the reference week of the
1991 lahour force survey, the num-
ber of hours usually available for the
production of goods and services
amounted to 5 025 million working
hours, of which 432 million or 8.6%
of the total were lost through absence
from work. The highest percentages
of hours lost were recorded in the
Netherlands {15.9%), the United
Kingdom (13.9%) and Denmark
(13.7%]). The lowest figures were in
Belgium {2.7%), Ireland (3.3%) and
Luxembourg (3.8%).
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Main reasons for absence from work during
the reference week in 1991, EUR 12 {%)

Reason [or absence

Flexible hours

Bad weather

Lay-olfs

Labour disputes

Other i3

During the reference week of the
1991 labour force survey, on average
11.9% of persons in employment
were absent from work throughout
the European Union. The highest
rate was in the United Kingdom
where 28.9% of employees were ab-
sent from work. The figures for Den-
mark (25.0%) and Spain (23.9%)
were also relatively high. while those
in Germany (1.7%) and Belgium
(1.5%} were much lower. Absen-
teeism was slightly higher for men
(12.4%) than for women (11.3%),
the difference being much the same
in all the Member States except
Creece and, to a lesser extent, Bel-
gium and lraly.

Persons in employment
who worked less
than their usual working

week during the referefice
week in 1991 (%}~

Total

Meén Wornen

The most common reason for ab-
sence from work remained leave,
ahead of flexible working hours
which have gained a lot of ground
over the last few vears. Sickness and
accidents were the cause of 5.9% of
all absences, followed by bad weath-
er (4.5%), special leave (2.8%), lay-
ofls for technical or economic rea-
sons (2.7%) and staff training
(1.2%}. There has been an apprecia-
hle drop in absences due to materni-
ty leave (from 0.8% in 1988 to "
0.1%). Women were more often ab-

L 2.8

12.3
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sent from work than men for health
reasons (sickness and accidents, ma-
ternity leave) and in order to attend
training courses.

Working environment

The European survey on the working
environment (ESWIE) was carried
out for the first time in spring 1991
on the inidative of the European
Foundation for the Improvement of
Living and Working Conditions. It
allowed a comparahle analysis to be
carried out into some of the main
data on working conditions and rhe
working environment, and in partic-
ular all the negative factors and
physical and envirenmenral con-
straints which interfere with the
smooth running of productive activi-
ties and can lead to health and safe-
ty problems at the workplace.

The highest proportion of emplovees
were affected by physical con-
straints: 10% complained about
muscular problems and problems re-
lated to the spinal column, 15% felt
that they were working with unsuit-

Responses to questions’
on work organization (%)

Salaries dependent
upon their producdvity

Feel that their
health s at risk

Feel property
informed about
their work

86.0 ‘ 62.6

able equipment and 18% felt that
they worked under dangerous condi-
tions. Une employee in 10 was per-
manently exposed to unacceptably
high levels of noise (10%) or air pol-
lution (10%), experienced excessive
heat or cold (13%) or had to move
heavy loads (9%). These employees
were mostly manual workers (20 10
25%). who were generally poorly

qualified.

In terms of work organization, the
main constraints felt by emplovees
arose from their tack of influence
over decisibns which concerned them
(between 35% and 40% of those sur-
veyed) and having to carry out repet-
itive shori-term tasks, which affect-
ed 25% of full-time emplovees and
60% of part-time emplovees.

The averall results of the ESWE sur-
vey revealed that 30% ol those inter-
viewed had a negative opinion of
their working environment, a per-
centage which represents around 42
million persons throughout the EU.

There were differences in the work-
ing environments of men and
women. Men were generally more ex-
posed to phvsical constraines than
women, with much greater numbers
being exposed to noise, pollurion{ex-
treme temperatures and contact with
dangerous substances or having to
move heavy loads. Women, on the
other hand, were subject to more
muscular and spinal problems, and
they also experienced more problems
caused by unsuitable equipment.
While men were also more alfected
by tight work deadlines, more
women (27%) felt the lack of inde-
pendence in their work and they had
a greater number of repetitive tasks.
Lastly, 37% of men and 20% of
women felt thar their working condi-
tions endangered their health and
safety.



Employees exposed fo various constraints during at least
half of their working hours in 1991 (%)

Heat ot
cold

Noise

When the results of the ESWE sur-
vey are broken down by Member
State, a clear North-South divide
emerges in terms of working condi-
tions. Generally speaking, it would
appear that the working environ-
ment in the northern Member States
of the EUT is more satistactory than in
the South.

The proportion of emplovees work-
ing under unsatisfactory conditions
15 clearly highest in agriculture
(51%)., the construction industry
(46%) and transport (38%). All
three sectors suffer from physical
constraints, with long working days
being the particular lot of agricultur-
al emplovees, while those working in
the transport sector are burdened
with night work and little indepen-
dence of action. In the iron and steel
and chemical industries, the con-
straints are similar to those in the
aforementioned sectors, with the
main problem being exposure to
dangerous products. In the manufac-
mring industries, most of the con-
straints appear to be related to work

Awlkward
postures

Poor air
quality

Dangerous
substances

organization in accordance with
Taylorist principles of time and ma-
tion. Long working days are the most
frequently mentioned constraing in
the distributive trades. In the bank-
ing, insurance and other service sec-
tor, most of the physical constraines
are caused by the inadequare design
of the workplaces and the combina-
tion of very urgent deadlines and
short working days.

Heavy
loads

High work
rates

Repetitive
short-term
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Labour costs can be analysed from different angles. On
the one hand there are the employer’s contributions and
on the other, the employee’s payment. The payment
received by the emplovee represents only part of the
employer’s cost. An employer must pay his staff the agreed
wage, in addition to other related expenditure such as
social security contributions and payment for days not
worked. A worker also has obligatory expenditure as a
wage-earner, the mosi important being taxes and social
security contributions. On deduacting such expenditure
from the gross wage, we have an estimate of the net wage
and consequently of the disposable income. These are
affected by differences between the fiscal and social
protection systems. For example, depending on the
country, the same labour costs can involve different gross
wages and the same gross wage can give rise to different
net wages,

Labour costs

These are the costs incurred by the
e-mplOyel‘ in elnploying manpower.
They may be broken down into two
major categories: direct and indirect
costs. Direct costs are all payments
made to the emplovee whether in the
form of direct wages or salaries,
honuses, payment for days not
worked or benefits in kind. The indi-
rect costs paid by the employer
chiefly consist of social security con-
tributions, but include other expens-
es such as costs for vocational train-
ing. In the industrialized countries
(European Union, United States and

0 +—T T T T T
B DK D' D CRK B I

T T T T T T T

' r——  lapan), labour costs can vary widely
LML A P RN S UK USA AP ' : !

and have very diverse structures in

Dhirect Social
seCUricy

DAYIents y

pay charges

1988: F. L
1991: B. DK, USA, JAY.

1992: D, GR, ., IRL, T, NL, A, P, FIN. &, UK.

1 Old Léander.
! New Linder.

economic sectors such as industry, fi-
Cheher nancial institutions and the distribu-
tve trades. [n industry, where labour
costs are generally quoted at an
hourly rate, they varied in 1992 he-
tween KCU 5.6 in Portugal and ECU
23.14 in Germany (excluding the

Other

P ayments



institutions in the Netherlands. This
figure is comparable to that recorded
in Germany (old Lénder) for the dis-
tributive rades and in the new Lén-
der for financial institutions.

Differences alse emerge in the cost
“structure of the various countries,
partly as a result of different levels of
taxation and social contributions.
Belgium has the highest level of em-
plover social security contributions
per employee: an average of 30.6%
of the total cost in the three sectors:
industry, financial insticutions, dis-
tributive trades. They are also very
high in Traly (28%), France

(27.4%), Spain (24.8%) and in Swe-

0 T

T T T T T T T T
b DK 1!

D¢ CRoE ¥ IRL 1 L

VOld Léinder.
*New Linder.
I Estimation Eurostat.

new Linder), or a differential of 1 1o
4, [n 1992, of the high labour cost
countries, Austria and the Nether-
lands lead with ECU 19.2, followed
closely by Belgium {(ECGU 18,73,
Denmark (ECU 18) and Luxem-
bourg (ECU 17.31). For the same
vear, the other countries recorded
lahour costs of hetween ECU 13 and
ECU 16.

[n the service sector, costs are gener-
ally expressed as a monthly figure. In
the Enropean Union, labour costs in
financial institutions are very high,
two or more times the cost of em-
ploying one person in the distribu-
tive trades. The financial institutions
in Luxembourg have the highest
manthly costs at ECU 4 161, while
labour costs recorded in Greece were
very low (KCLI 1 381) in 1992, The
data available for Finland refer to
the entire service sector; the cost lev-
gls recorded (ECU 2 118} are com-
parable to labour costs in financial

NL

AT P
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T T T T T T
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den {31.30% in industry, which is
the only sector available). Social se-
curity charges vary slightly accord-
ing to the branch of activity. While
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' Net earnings of a married manual worker. wwo children, one wage earner.
? Net earnings of an unmarried manual worker.

" Old Léinder.

* New Lander.

" 1991,
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social security contributions repre-
sent a substantial portion of the costs
incurred in employing manpower,
they are lower than the so-called di-
rect pavment charges. Direct pay-
ment in industry varies hetween

83.2% in Denmark and 51.4% in

Belgium. Danish employers” contri-
bution to social security is only 2.9%
of the total; thus, in Denmark social
protection is financed by the employ-
ees, through the taxation system.

Workers’ earnings

Workers’ earnings can be considered
either as gross earnings. i.e. before

taxes and social security contribu-
tions or, as net earnings. i.e. after de-
ductionn of such components. In the
EUin 1993, Denmark had the high-
est gross hourly wage for manual
workers in mdustry (ECU 13.49),
with Germany {old Ldnder) and
Norway recording manual workers
earnings close to this level (ECU
12.60 and FCU 12.41 respectively),
The lowest wages for manual work-
ers are recorded in Portugal and in
Greece; the gross wage of a Portu-
guese manual worker expressed in
ecus is almost five times less than
that of a German manual worker

Monthly labour costs (ECU) and cost structure (%) in financial institutions

and in distributive trades in 1992

DK * D> D GR

Distributive trades (ECU)

2048.0 2205.0 1562.0 769.0

1 549.0 1684.0 1135.0°

of which other payments:
Financial institutions {%)
Distributive trades (%)

1.9 21.4 20.6 19.
1.5 18.4 18.1 9.7

21.3 6.6
16.2 2.3

of which other charg
Financial institndons (%)
Distributive trades (%)

&
=)
PO
tn
i)
~1
=
"

(I 10.6 3.8
03° 2.7 34!

' 1988 data.
1991 daia.

3

Hourly cost, including wholesale and reiail distributive wades, insurance and real estate.

* Iucluding wholesale and retail distribution and insurance.

* Old Leéinder.

¢ New Lander.

Gross monthly earnings of non-manual workers in 1993 (ECU)

D GR E F [R1.

g

Distributive trades

" Lurostar estimate.
* Including private insurance companies.

! Tacluding non-manual werkers in transpore and communication.
* Including the wholesale trade.




Comparisons with other industrial-
ized countries outside the EU reveal
that Switzerland has the highest
hourly earnings in industry. The
country differences in workers” earn-
ings are also borne out in some ser-
vice sectors and for other categories
of workers.

In the EL, the gross monthly earn-
ings of non-manual workers in in-
dustry and in finaneial institutions
ate significantly higher (between 1.5
and three times higher) than those of
non-manual workers in the distribu-
tive trades. Portuguese and Greek
distributive trade emplovees have

the lowest salaries (ECU 400 and
ECU 500 respectively). It is mrerest-
ing to note that distributive trade
employvees in the [JSA earn less than
their equivalents in the European
Union, with the exception of Portu-
gal and Greece. '
[n terms of net earnings, the situation
is very different. To take the two ex-
tremes, in 1992 an unmarried man-
ual worker in Denmark earning an
average wage in manufacturing had
to pay about 44.6% in tax and 1.9%
in soctal security contributions. For
a manual worker in Spain the same
compulsory expenditure represented

only 17.7% of his gross wage (11.6%
in tax and 6.1% in social security
contributions).

Monthly labour.costs (ECU) and cost structure (%) in financial institutions

NL

_and in distributive trades in 1992

FIN UK USA®

JAP®

1578.0 1564.0

T70.0

(ECU)

Diswibutive trades
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of which other payments:
Financial insttutions (%)
Distributive trades {%)

2.6 s

ol which other charges:

1.9 25 4.7 25 : : Financial institutions (%)
32 0.6 1.7 3.9 2.3 2.6 t.0 1.6 Distributive trades (%)
' 1988 data.

£ 1991 data.

! Hourly cost, including wholesale and retail distributive trades, insurance and real cstate.
! Including wholesale and retail disteibutien and insurance,

" Old Liinder.
" New Léiirder.

Gross monthly earnings of non-manual workers in 1993 (ECU)
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! Eurostat estimate.

* Including privare insurance companies.

* Including non-manual workers in transport and communication.
* Including the wholesale trade.



UNEMPLOYMENT

In 1993, almost 17 million persons in the European Union
(EUR 12) were unemployed. Unemployment is one of the
most worrying aspects of the labour market, affecting
10.7% of the active population and hitting women harder
than men. Youth and long-term uncmployment remain
high, despite the downward trend in the latter since 1985.

Unemployment trends

[n 1993, nearly 17 million persons in
the European Union (EUR 12) were
out of work and unemployment now
affects 10.7% of the labour force. In
the last 10 vears, 1965 was the only
vear when the unemployment rate
was higher than in 1993, and alter
dropping steadily up until 1990 the
rate has started to rise again.

Unemployment in the USA came
close to 10% in the early 19805, but
had come down 1o 6.8% by 1993, In
Japan, where unemployvment has al-
ways been very low, the rate current-
ly stands at 2.5%.

Distribution of unemployment

There are big differences in unem-
ployment between the Mgmber
States. The lowest rate is in Luxem-
bourg (2.6%) and the highest in
Spain (21.8%), Ireland (18.4%) and
Finland {17.9%). Since 1991, un-
emplovment has been rising in all
EU countries.

There are also considerable regional
variations. In several Spanish re-
gions and in the south of ltaly, a
cuarter of the labour {orce is jobless.
In contrast to this, the rate is still un-
der 5% in the south of Germany and
in some of the northern regions of
[raly. Within most Member States,
unemployment rates in the hardest-
hit regions are two or three times
higher than in those regions with the
lowest percentages of jobless per-
SONS.

As has been the case for a number of
vears, the unemplovment rate for
women is higher than that for men -
12.6% m 1993 as opposed to 9.3%.
This rempains the case for all Member
States, the only exception being the
United’ Kingdom where unemploy-
ment among men is siguificantly
higher than among women.

The rate of youth unemployment is
higher than the overall rate. In 1995,
19% of the male labour force aged
under 25 were out of work, and the
rare for voung women was even
higher. ‘

Tn 1992, 9.3% of houscholds in the
European Union were alfected by
unempleyment. In Spain, almost
20% of all private households had
at least one member out of work,
compared with only 2% in Luxem-

bourg.

“Unemployment rates (%)

1992




Unemployment rates, April 1993*
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¢ From 1991, the EUR 12 data relate to the tervitory after German unification.

Unemployment in the EU in 1993

Number out of work (1 000} Unemployment rate (%)
Toral Aged under 25

Toral Men Wornen Total Men i Women Total Men Women

E 3519 1878 1641 21.8 . 18.0 28.7 37.8 344 42.3

L 43 21 9.2 26 2.0 36 & 6.4 47

FIN * 444 259 184 17. 19.8 15.7 33.3 36.9 292

UK 3042 2041 1001 104 122 8.0 16.2 19.0 12.6

' The dara ler Germany relate to the territory before unification.
? The methodology used for the data concerning Austria, Finland and Sweden is different from that used for the other countries.
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tong-term unemploylﬁem in 1992
(% of total unemployed)

UK 35.4

39.7 26.6

! For Austria and Finland, unemployed per-
sons registered at job centres.

Sixty per cent of all unemployed per-
sons in 1992 had lost their jobs or
left them voluntarily, 20% were
seeking their first job and 19% were
seeking work after a long period of
nactivity.

Long-term unemployment

Long-term unemployment, which
rose significantly during the first half
of the 1980s, has been on a down-
ward spiral since 1985, but still re-
mains substantial. The proportion of
uemployed persons who had been
out of work for one year or more fell
from 52% to 41.2% between 1985
and 1992, this fall being especially
marked in Spain and Portugal.

Job search

While only 10% of all unemployed
men in the 1T are seeking part-time
emplovment, one quarter of all fe-
male unemploved would like ro work

part-time. The situation in the
Netherlands is different from else-
where in that 28% of the men and
72% of the women who are out of
work are looking for a part-time job.

The methods used by the unem-
ploved to find work are not the same
across the EU. In Germany and
Spain, 90% of the unemployed relied
on a public employment office to
find a job. Around 30% used this
methed in the United Kingdom and
Portugal, while the figure in Ireland
and Greece was under 20%. Con-
tacting private employment offices is
still not very common, as more and
more people tend to apply to em-
ployers directly.




LIVING STANDARDS

The Maastricht Treaty
confirmed the
determination to include a
social dimension in
Europe. In this context, the
analysis and comparison of
household living standards
in the countries of the
European Union is of
particular significance.
These, which can be
measured by studying
housing, household
consumption, poverty rates,
social protection, healih,
elc., reveal varying
disparities between
Member States. The private
house is currently the most
common form of :
accommodation in the
majority of countries and
households are
increasingly becoming
owner-occupiers. At the
same time, the 1980s
witnessed an improvement
in the general level of
amenities as measured
mainly by the possession of
certain durable goods.

In terms of consumpiion,
judging by the estimated
level of consumer
expenditure based on the
family-budget surveys,

households in the northern
countries (with the
exception of Ireland) have
a higher living standard
than those in the southern
countries of the European
Union. The poverty rates
(proportion of households
with a level of consumer
expenditure per adult
equivalent which is 50%
below the national average)
also point to a more
comfortable situation in the
northern countries, where
the proportion of
households below the
poverty threshold is lower
than in the southern
countries and Ireland.

Social protection can be
regarded as a way of
correcting such differences
in living standards by
partially redistributing
wealth. European countries
have a relatively high level
of social protection (more
than a quarter of GDP ih
1992). For the entire Union,
per capita social protection
expenditure has been
increasing since 1980. This
upward trend is more
pronounced in the southern
countries of the EU which
have lower per capita
social protection
expendituare. In all the
Member Stales, the major
portion of social protection
expenditure is spent on old
age/survival and on health.

Owing mainly to social,
economic and cultural
differences, health

problems vary from
between Member States.
Nonetheless, some are
common to the entire
European Upnion and have
led to the introduction of
specific campaigns.
Currently within the Union,
the main causes of
mortality are cancers and
cardiovascular diseases
(anti-cancer campaigns
were introduced in 1966).
The causes of mortality
vary also by age and sex.
Thus, for young people
aged between 15 and 24
vears the largest number of
deaths are caused by
accidents. The number of
new AIDS eases recorded
in the European Union is
still inereasing and specific
screening and AIDS
programmes have been
introduced since 1991 at
Community level. In the
European Union, the health
sector, which is becoming
increasingly vast and
complex, employs more
than 7 million people.



Poverty rates* by the end of the 1980s

Thresholds (in %)

B . [ <10 * Anousehaold is said to be paor if it can spend less or
16 to 20 ] Data not available equal 1o 50% of what the average household can

2 spend.
] 10to 18 per

Sources: Statistical data, Eurostal; Carfography and geographic information management, GISCQ,
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SOCIAL
PROTECTION

Employers' social
contributions

Protected persons'
soclial contributions

General government
transfers

QOther

40.5

24.2

29.2

6.1

A

The social protection of European citizens covers the
risks relating to old age, sickness, unemployment, poverty,
and it alse includes assistance to families, handicapped
persons, ete. Expenditure on social protection is covered
by receipts from three sources: general government,
businesses and contributions from insured persons or

households.

Social protection expenditure

In 1992, average expenditure on so-
cial protection in the European
Union was ECU 4 348 per capita.
Expenditure by the Member States
ranged from ECU 1 127 per capita in
Greece to ECU 6 687 per capita in
Denmark, or a ratio of 1 to 6. These
figures reflect the large disparities in
the level. of protection offered to
Europeans in respect of old age,
sickness, unemployment, poverty,
etc. and is the result of institutional,
structural and financial factors.

For the Union as a whole, social pro-
tection expenditure per capita has
continued to rise since 198{. al-
though the ratio of social protection
expenditure to GDP only excedded
its 1983 level in 1992, In 1992, so-
cial benefits per capita at constant
prices had increased by 40.6% com-
pared to those of 1980. This increase
was evident in all the Member States.

Between 1980 and 1983, the ratio of
social protection expenditure to GDP

continued the upward trend already
observed in the 1970s. Dwing the
period 1983-89, government efforts
to reduce. the financial burden of so-
cial protection in their budget had
some success. Since 1989, under the
combined effect of greater social pro-
tection recuirements and the eco-
nomic recession, the share of social
protection expenditore in GDP has
again begun to rise rapidly.

Total social protection expenditure is
tending to converge in the various
Member States. In the period 1930-
92, the six Member States with the
lowest social protection expenditure
per capita recorded a real growth in
such expenditure of 68.2%. The cor-
responding figure for the six other
countries was only 31.7%.

Current expenditure on social protection

% of GDP Annual average Annual average
per capita per capita
ECU PPS
1689 1992 1989 1992 1989 1992

A 96.8 289 4019 5112 3814 4834

5 35.2 40.0 7095 8767 5994 6290
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SOCIAL
PROTECTION

Social protection benefits by func

0

Social contributions

Employers’ social contibutions are
the main source of social protection
financing in the EU. Nonetheless,
their proportion of the total is de-

creasing. In 1992, the proportion of

1992

social protecuion financed by em-
plovers” contributions was 40.5% of
the total, whereas the contributions
of general government, the social
contributions of protected persons
and other current receipts represent-
ed 29.2%, 24.2% and 6.1% respec-
tively of social protection financing.

n, 1980-92 (a5 % of total benefits)

Health ' Old-age/ Family Loeroployment/ Others
SUIVIVATS maternity promotion of
employment
1980 1992 1980 1992

1930 1992 1980 1992

i

' The group of health functions includes sickness, invalidiry, disability and occupational accidents and diseascs.




Throughout the period 1980-92,
emplovers” share of social contribu-
tions declined in all the Member
States. For the Union as a whole ir
fell from 45.4% in 1980 10 40.5% in
1992. Other financing sources’ share
in the total increased; thus over the
same period, the social contributions
of insured persons increased by 2.2
percentage points, other receipts hy
1.4% and government contributions

by 1.3%.

The distribution of social
benefits

In the European Union, the largest
share of social protection expendi-
ture is assigned to old age/survivors
and health, which in 1992 alone ac-
counted for more than 81% of all so-
cial benefits.

In most Member States, old age/sur-
vivors” benefits predominate; only
lreland, Portugal and the Nether-
lands have higher expenditure on
health. In Germany, expendicure on.
old-age/survivors and health is more
or less equal. On average for the
Union, old age/survivors” and health
benefits represent 44.8% and 36.6%
respectively of total social protection

henefits.

The proportion of benefits relating to
the ather social protection functions
in the Union total is 7.8% for the
family/maternity function, 7.2% for
the unemployment/employment
function and 3.6% for the remaining
functions, including in particular
housing and poverty.

The relative importance of the vari-
ous functions varies considerably be-
tween Member States, reflecting
hoth mstitutional and structural dif-
ferences.

At the level of the Union, during the
period 1980-92, the proportion of
benefits relating to the old age/si-

170 -

160 1
150J
140 -

130 4

100 4
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/

80

T T T T T T T T T T T T 1
1980 1981 1982 1983 1984 1935 1986 1987 1988 19389 1990 1991 1992

Toral

Family/maternity

vivors' function increased from
43.4% to 44.8% of the total. This is
linked to the ageing populaton and
more generous pension benefits. The
share assigned to healrh functions
decreased slightly: after beirig 37.5%

Health 36.6
Old age 44.8
Fammilv/maternity 7.8
Unemployment/promotion 79
of employinent .

Other 3.0

Old age/survivers

Unemployved/promotion
of employment
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Average level of old age/survivors’
benefits per person aged 65 years
or over {PPS, EUR 12 = 100)

in 1980, it was 36.6% in 1992, Over
the same period, the family/materni-
ty funetion declined more sharply,
from 10.53% 1o 7.8%, while the share
of the unemployment/employment

function increased, from 6.4% in
1980 to 7.2% in 1992,

The old age/survivors’
function

Expenditure on old age/survivors’
benefits increased in real terms by
50.8% between 1980 and 1992, For
EUR 12. the real increase in old
age/survivors’ benefits during this
period was greater than in social pro-
tection benefits overall (50.8% and
46.1% respectively). In the individ-
ual countries, this trend was repeat-
ed in Jtaly, Belgium, Greece, the
Netherlands and Luxembourg, while
in Germany, Ireland and the United
Kingdom, real expenditure an old
age/survivors’ benefits rose consid-

erably more slowly than total social
protection expenditure.

The average benefit per person aged
65 years or over can be interpreted
as an indicator of the generosity of
the svstems introduced by the vari-
ous countries, even if the retirement
age in some Member States is under
65 vears (thus in Italy, before the
1992 reform, the retirement age was
60 years for men and 55 vears for
women).

This indicator makes it possible to
identify three groups of countries:
those with more generous protection
Luxembourg and Italy, those with
less protection — Portugal, Ireland,
Greece and Spain — and, finally, the
countries falling between these two
extremes. During the last decade,
disparities between Member States
have declined: in 1992, the diver-
gence between the maximum and




minimum indicator levels, expressed
in PPS, was 4.7. as against 5.3 in

1950.

The health function

In the Member States of the Euro-
pean Union, an average of 25% of
wial expenditure on social protection
benefits is assigned to health. In
1992, each mhahitant received aver-
age annual sickness benefits
amounting to the equivalent of ECU
1056. Five Member States exceeded
this average, including Germany
with a rate 50% and France and
Luxembounrg with rates approxi-
mately 27% above the average. The
southern countries, in particular
Greece, Portugal and Spain, record
lower sickness benefit levels.

In the period 1980-92, the share of
GDP devoted to health decreased in
four Member States, namely Den-
mark, Germany, lreland and Greece
(the figures for Greece should be in-
terpreted with caution, owing to
some methodological problems).
(onsequently, expenditure on health
grew less rapidly than the gross do-
mestic product. While this propor-
tion remained rather stable in the
Netherlands, it increased in the oth-
er countries.

This trend is hardly surprising in
Spain, Italy, Portugal and the United
Kingdom, in view of the lower initial
level of social protection expenditure
on health and the gradual introduc-
tion of collective benefits in the
southern countries (introduction of a
national health svstemn). In contrast,
despite their efforts, France and
Luxembourg have not succeeded in
controlling the growth of this expen-
dittire, which has continued to in-
crease not only in absolute terms, but
also as a proportion of the national
wealth.

IR T . NL P UK

1980

The unemployment function

Total expenditure on unemployment
benefits increased by 24.7% in real
terms between 1989 and 1992, This
is a reversal of the trend observed
during the period 1984-89. when ex-
penditure dropped by 14.2%.

These figures include all forms of
benefits in kind paid to unemployed
persons, Apart from insuraneé and
unemployment benefits, they include
severance pay and special payvments
made to workers in the event of tem-
porary stoppages or short-time
working.

In Denmark, the Netherlands and
Belgium, expenditure on unemploy-
ment benefits was very high (3.7, 2.7
and 2.6% of GDP respectively),
while the unemployment rate was
close to the European Union average,
or 9.4% of the active population. In
contrast, Italy spent less than 0.5%
of its GDP on unemployment bene-
fits, while recording an unemploy-
ment rate higher than the European
average.

/
19927
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Expenditure per unemploved+person
(in PPS) was highest in Denmarlk,
the Netherlands and Belgium. It was
lowest in Italy and well below the
European average in Greece, Portu-
gal and the United Kingdom.

Between 1989 and 1992, expendi-

ture on unemplovment benelits in-
creased more rapidly than the unem-
plovment rate. Tor example, total
expenditure per unemployed person
more than doubled in Portugal and
increased by almost 48% in Luxem-
hourg.

Minimum guaranteed income

[n most Member Stares, social assis-
tance benefits mav be granted on an
individual basis to those whose f{i-
nancial resources are not adequate
for their basic needs. This type of
benefir is known as ‘revenu mini-
mum d’insertion (RMI)" in France,
‘Income Support” in the United
Kingdom or ‘Minimex” in Belginm.
In the countries of northern Ewrope,
any persen devoid of resources may
receive assistance under a national
scheme. In southern Exrope, the cit-
izen naust rely on allowances paid by
various nou-profit making bodies or
local authorities, which determine
the amounts at their discretion.
Luxembourg awards the highest al-
lowances, but the United Kingdom
and Denmark have the highest total
expenditure as a percentage of GDP

Guaranteed minimum monthly
income in 1992 (ECU)}

Single Conple
person

F 316 474

UK 249 3n

' Varies by region. The figures (or Spain and
Italy are only indicarive.

and per capita (1.3% of GDP and
197 PPS per capita in the United
Kingdom and 0.9% of GDP and 144
PPS per capita in Denmarlk).

: Expenditure on unemployment benefits in 1992 _

[ L NL p UK

B

D CR E F IRL

Expenditure per

unernploved person (PPS) 6 717

11050  1743" 615% 7034 4251

1592 6151 13110 2717 3690

' 1991 data.



The family function

1 Greece. Spain, Portugal and Italy,
ofal benelits received by households
0 educate children and to support
other family members is well below
the average for the European Union,
which was ECU 292 per capita in
1992. In Belgium, Ireland and the
United Kingdom levels are relatively
close to the Union average. Benefits
well above the average are paid in
the Netherlands, France, Germany
and particularly in Luxembourg
(ECU 541) and Denmark (ECU
665).

500
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300
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PRICES AND PRICE
TRENDS
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The consumer price index is used as an indicator of
inflation even though the level of inflation is not
determined solely by consumption but by trends in all
components of GDP, including investment and foreign
trade. Consumer prices are, however, the only relevant
index which is readily available in its entirety, thus
enabling inflation to be assessed on a monthly basis.

Trends in the price index

The consumer price index for the
European Union rose on average by
about 4% per annum over the last
four years (August 1994 compared
with August 1990).

Since the beginning of the 1990s
there has been a clear deceleration of
annual inflation for the EU as a
whole (1990 = 5.7%, 1991 = 5.0%,
1992 = 4.3%, 1993 =3.4%, 1994 =
3.0%}. However, these average fig-
ures for the European Union conceal
large disparities between different
Member States and between major
consumer groups: for example, infla-

B DK D GCR E T

IRL

T

LI |
I L NL A

T T T 1

P FIN § UK

tion rates for the four vears varied
from 8% in Denmark (the lowest lev-
el), between 10 and 16% in Ireland,
Belgium, the Netherlands, France,
Luxembourg. the United Kingdom
and Germany, between 20 and 23%
in [taly and Spain, 36% in Portugal
and 75% in Greece, the highest rat.
Inflation rates in the applicant Mem-
ber States ranged from 10 1o 20%
during the same period.

Food prices in the EU rose by 14%,
resulting from increases in the Mem-
ber States which ranged between 3%
in France and 73% in Greece,

Prices for beverages and tobaceo
went up by 28% across the EU asa
whole, as prices rose by a mere 3% in
Denmark but surged by 110% in
Greece.

Rent, fuel and power indices re-
mained anchanged in the United
Kingdom hetween 1990 and 1994,
while they almost doubled (an in-
crease of 95%) in Greece.

The weighting used i national con-
sumer price indices reflect large dif-
ferences in consumption patterns.
Food products account for 39% in
Portugal but only 13% in the United

Kingdom.

Housing amounts to 29% in the
Danish index and 8% in ltaly; health
expenditure accounts for 9% in the
French index, against 0.0% in the
Netherlands index.




Annual inflation ratés*, 1994

Thresholds (in %)

B -100 20025 * Refers to the period August 1993/August 1954,
B 4010100 ] <20

B 251040

=/

eurostat

Sources; Stafistical data, Eurcstat; Carography and geographic information managemeni, GISCO.




PRICES AND PRICE
TRENDS

Excluding tobacco.

P

1985

e
1984 1986 1987 1988

1989 1990 1991 1992 1993

EUR 12

The rate of inflation

The inflation rate for the EU has al-
most stabilized; from August 1993 to
August 1994 it was between 3.5 and
3%.

In August 1994, the annual rate was
below 2% in France, betweexg 2%
and 3% in Luxembourg, Denmark,
the United Kingdom, Belgium, Ire-
land, the Netherlands and Germany

EUR 12 B DK D

o

112

Excluding strong alceholic beverages and whaeco.

USA B & ¢

JTAPAN

and berween 3% and 5% in Ttaly,
Spain and Portugal. Only Greece
recorded a double digit inflation rate
of 11%. For the applicant Member
States annual inflation rates in Au-
gust 1994 ranged between 1.5 and
3.5%.

By comparison, the annual rate for
the USA was 3%, whereas the rates
for Japan, Canada and Switzerland
were less than 1%.

) Consumer price indices in August 1994 (1990 = 100) .

IRL. 1



Share of consumer product categories in the gen;rol price index (%)
B Dk L F IRL I NL P
Reference year 1987/88 1991 1985 1991 1993 1969 1989/90 1985 1989/90

P

! Excluding wbaceo. f
* Excluding alcoholic beverages and 1obacco. /
! Rents included but not published.

@,

' Consumer price indices in August 1994 (1990 = 100) ' |

L NL A P FIN g UK UsA

[ 7 ‘ Clothing and footwear

S

! Excluding tobacco.
* Excluding strong alcoholic beverages and tobacco.




HOUSEHOLDS’
CONSUMPTION
EXPENDITURE

In 1988, an estimate based on the results obtained from
the family budget surveys put the eonsumption of an
average household residing in the European Union (EUR
12) at ECU 17 160 per annum. Almost half its budget
(43%) is spent on basic necessities (food and housing).
However, this situation conceals major disparities
between the various Member States in both the level and

structure of consumption.

Consumption expenditure

The use of the purchasing power
standard (PPS} eliminates diztor-
tions due to price levels in different
countries and is therefors very suit-
able for international comparisons.
Furthermore, measuring consump-
tion by adult equivalent has the ad-
vantage of taking account of the size
and composition of households by
attributing a specific coefficient to
each member.

We then get quite a clear distinction
between the coumtries which reach or
exceed the Gormmunity average (the

Manual  Nen-manual Self-
workers  workers and employed
achministrative persons

stafl

Consumption expendifure in 1988 (base 100 = average per country)

Netherlands, Belgium, the United
Kingdom, Denmark, Germany,
France fand Luxembourg) and the
countries of southern Europe (Italy,
Greece, Spain, Portugal) and Treland
which have a lower estimated level of
consumption. With consumption ex-
penditure per adult equivalent of
slightly more than 4 600 PPS, Port-
gal has the lowest average living
standard. At the other extreme, Lux-
embourg (almost-12 000 PPS) and
to a lesser extent France and Ger-
many (hetween 9 400 and 10 000
PPS) are the three countries with the
highest living standard.

Farmers Unemployed Retived (thers
persons persons

129

80 69 98 73

E 85 113 105

76 75 95 106

IRL a5 131 129

L 73 114 107

P 92 146 130

DK not included.




Consumption patterns

In most countries, consumption ex-
penditure on food and housing ac-
counts for between 40% and 30% of
the household budget. However, the
hreakdown between these two func-
tions reveals Tundamental differ-
ences. Generally speaking, as the
standard of living increases. so the
share of expenditure devoted to food
ends to fall. Thus. expenditure on
food still represents more than one
quarter of consumption in the south-
ern countries of the European Union
and in Ireland, whereas it accounts
for less than 20% in all the other
countries (Belgium, Denmark, Ger-
many, France, Luxembourg, Nether-
lands, United Kingdom). For the
second category of countries, the
most important budget itemn is hous-
ng.

Pattern of consumption expenditure in the new
Member States (%)

Austrin ' Finland * Sweden *

Clothing 10.6 0.9 6.1

Tarniture

Transpert

Other 11.8 13.7 17.3

' 1984, ¢ 1988. 1990,

Patiern of consumpftion expenditure in 1988 (%) _
EUR 12 B DK D GR E F IRL I L NL P LK

i
Clothing 7T 64 4.8 T4 126 107 5.7 6.7 9.5 7.8 6.8 .3 6.9

s

Furniture

Transport 142 121 162 147 1.5 128 16.1 123 164 12.2 123 163 11.2

Miscellaneous
goods and services 173 210 139  16.8 12.9 138 14.0 237 13.2 16.4 239 117 25.5




HOUSEHOLDS’
CONSUMPTION
EXPENDITURE

Fond 21
Clothing 8
Housing 23
Furniture 7
Health 3
Transpoert 14
Leisure 7

Miscellaneous goods and services 17

Income and consumption

A higher income malkes it possible to

spend more but also offers greater

freedom of consumer choice. Thus,
in most countries, the poorest house-
holds spend hetween 40% and 70%
of their income on food and housing.
The households with larger budgets
can choose to vary their purchases;
for example, they spend rwice as
i

much on transport as do low-income
households.

In value terms, the significance of
these differences becomes clear when
households are classified by income
guartile (256% share): the 25% of
households with the highest income
consume between three and five
times more than the 25% of low-
income households.

It is also apparent, when households
are classified by descending order of
consumption, that the 50% of house-
holds with the lowest budget account
for only between 26% and 34% of
total ¢onsumption. Consequently,
the 50% of households with the
highest living standard undertake
about 70% of consumption. Living
standards are most unequal in laly
and least unequal in the Nether-
lands, France and Creece.

40 004 H

30 000

20000 -

10 000 A

First quartile

Fourth quartile



Consumption and
socioeconomic categories

Family budget surveys make it pos-
sihle to clagsily households aceord-
ing to the socioeconomic category of
the reference person. This classifica-
tion reveals that, generally speaking,
non-manual workers (whire-collar
workers and administrative staff)
and self-employed persons have a
higher than average living standard
in almost all countries; in contrast,
households where the head is a man-
ual worker, farmer or unemploved
person are in a far less privileged
position and record a conswmption
level which rarely exceeds the na-
tional average.

Consumption and type of
household

The structure of consumption re-
flects the differenr living standards
of the various types of household. If
households of one person under 65
years of age spend only 17% of their
hudget on food, this is partly because
of their significant use of catering
services. In contrast, consumption on
housing represents a not insignifi-
cant burden {more than one quarter
of consumption expenditure) for
persons Hving alone, irrespecrive of
their age. The pattern of consump-
tion expenditure for couples with
children is characterized by a food
expenditure share which increases
between the first and second child,
housing expendirure below that of
other categories of households and
finally, substantial budget input on
transport (about 15%).

of household in 1988 — EUR 12! {%)

. l:_S'hbﬂézdf'éﬁﬁ‘e;ﬁﬂiwke‘b‘n food and housing by rype

Person living Elderly person Couple withow * Couple with Couple wich
alone {uander 65 vears] living alone childven i 1 child 2 children
Food Housing
'Excluding DK, D, IRL, L. P.
o
&
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HOUSEHOLDS’
CONSUMPTION
EXPENDITURE

Consumer expenditure in the
new Member States

Per adult equivalent, consumer ex-
penditure in 1988 expressed in ecus
was about ECU 9 100 in Austria,
ECU 2 800 in Sweden and ECU 11
100 in Finland, placing these three

Member States among the group of
European Union countries with the
highest consumption expenditure.
When price differences are eliminat-
ed using the purchasing power stan-
dard (PPS). the classification
changes considerably. Then the level
of consumption expenditure per



equivalent iz 12% higher in
than in Sweden. while Fin-
es between the two.

structure of consumption expen-
wre of the three new countries of
 European Union is relatively
ar to that recorded in most of
ther Member States. The only
e exceprion is Austria, where

in the other countries of the
1, income level has a major im-
on the level of consumption ex-
iditure. Austria is somewhat
que since 25% of the richest
useliolds consume only 2.4 times
0re than the 23% of poorest house-
de, representing the smallest dif-
ferential among the 11 countries for

ch this type of data is available.
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In 1988, half of all households in the European Union
lived in one-family houses. Simultaneously, the trend in
the 1980s in almost all countries was towards a greater
level of owner-occupation. Dwellings vary considerably
between countries in terms of amenities, measured
principally by ownership of certain durable goods, while
the general trend is towards a higher level of amenities.

Types of housing

In 1988, a large number of European
households lived in one-family
dwellings. This phenomenon is par-
ticularly noticeable in Ireland, the
Unired Kingdom and in Belgium, in-
volving 92%, 81% and 79% of
households respectively. In contrast,
the majority of ltalian and German
households have opted to live in
flats. The choice berween one-family
house and flat is closely linked to the
degree of urbanization.

DK D CR

0

M
EUR12 B E"

Individual house

t Family budger survey 1990.
* Tamily budgey survey 1992.

[
Ownership status

About 60% of dwellings were owner-
occupied in 1988, compared with
just over 50% in 1980, This increase
is particularly noticeable in the Unit-
ed Kingdom (66% owner-occupation
in 1983 compared with 54% in
1980} and o Traly (from 56% 1w
66%). Ireland, Luxembourg, Spain
and Greece have the highest propor-
tion of owner-occupied dwellings
(about three househalds out of four).

The possibility of owner-occupation
varies considerably by type of house-
held and life cyele. Households com-
prising one adult living alone aged
under 30 years do not have sufficient
resources to become owners; conse-
quently, three quarters of them rent
their dwellings. In contrast, the ma-
jority of households comprising a
couple with or without children own
their dwellings in all countries, with
the exception of the Necherlands.

Amenities

In 1988, more than half of European
households lived in dwellings with
four or five rooms. Despite a signifi-
cant drop between 1980 and 1988,
the proportion of households in
dwellings with one or two rooms is

still 9%. This tvpe of dwelling is par-




ticularly widespread in Denmark,
Greece and Italy, whereas it is rare in
the United Kingdom, Luxembourg,
Belgium and Ireland.

At present all households in the Eu-
opean Union have basic amenities
such as toilets and bathrooms. On
the other hand, possession of a per-
sonal telephone is not universal, be-
g available in only 82% of
dwellings on average. While Luxem-
bourg, Dutch and Danish households
are well equipped (more than 94%),
this is far from the case for the Por-
tuguese (41%) and the Irish (54%).

Households by number of
in dwelling in 1988

2

or less

e

6

or more

3td

UK 2 62 36

! Spain is not included.

Households by number of
rooms — new Membher States

Al FIN*

S'{

41990, 71988.
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1 2 3 % ) 5] 7 3 9 10
&
ELR 12
1 = Total households 60 '
2 = Person living alone {aged over 65 years) 46
3 = Person living alove (aged between 30 and 64 vears) 46
4 = Person living alone {aged less than 30 years) 23
5 = Person living alene [with children) 32
6 = Couple (aged 65 vears and over} without children 68
7 = Couple {less than 85 vears) without children. 64
§ = Couple with one child 63
9 = Couple with two children 67
10 = Couple with three or more children 67

Undoubtedly, climate accounts for
the fact that central heating is much
more prevalent in the countries of
northern Europe than those in the
south.

Berween 1930 and 1988, possession
of a television, washing machine and

dishwasher increased. For example,
ownership of a coloured television set
is becoming universal. In 1980, only
one household in two had purchased
one, whereas 84% of European
households owned one in 1988. De-
spite a counsiderable increase. the



HOUSING

dishwasher is still not common. With.

the exception of Iraly, its presence is
rather marginal in the countries of
southern Europe and in Ireland.

Housing in the new Member
States

Like most of their partners in the
European Union. the proportion of

Telephone
'1985.
* [xcluding Portugal.

Central heating

Colour television

Washing machine

Dishwasher

1930

! Excluding Spain.

housebolds living in a one-family
house in Austria, Sweden and Fin-
land is close to or above 50%. Like-
wise, most dwellings in these three
Member States are owner-occupied,
even if the rate in Austria and Swe-
den is lower than the EUR 12 aver-
age. As in the other countries of the
Union, the level of owner-occapation
is highest among couples.

1988

The share of households with two or
fewer rooms tends to be higher than
in most other LU countries. This is
particularly true in Sweden (one
third of households live in small
dwellings) owing to the high inei-
dence of one-person househalds. On
the other hand, the percentage of
four or five room dwellings is also
below 50%, in contrast to the aver-



recorded for the 12 other Mem-
er States.

study of appliance possession in
ustria, Sweden and Finland reveals
ignificant differences between
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Mortality due to infectious diseases (with the exception of
AlIDS) has decreased significantly in the European Union
and, currently, the most frequent causes of death are
cancers and cardiovascular diseases. In 1992, more than
17 000 new cases of AIDS were recorded in the EU. About
7 million people currently work in the health secior in

EUR 12,

Mortality and causes of
death

Overall mortality has dropped over
the past 30 years. In 1990, circularo-
ry disorders were the most frequent
cause of death, even if their relative
share has dropped substantially
since the 1980s. In contrast, deaths
linked to cancer have continued to

rise. Accidents and disasters account
for 6% of deaths among men and
3.6% among women. In 1994}, the
standardized morrality rate for

50
409 0
304
20
104
0 T T T T 1
Circulatory Malignane Preumonia., Accidents and Other
disorders neoplasms bronchitis, disasters
emphysema,
asthma
Men 1970 Men 1980 Men 1990
Women 1970 Women 1930 Women 1990

NB: The 1990 data refer to 1988 for Belgium,
and ro 1989 for Spain and Ttaly.

woren was lower than that of men
in all cases, irrespective of the cause,
apart from diabetes where the differ-
ence was minimal.

The causes ol death vary consider-
ably by age and sex. Violent deaths
(suicides and accidents) are the sin-
gle most important cause of death
among young men aged between 15
and 24 vears. Death from tmmnours
increases with age and is the cause of
30% of deaths among women aged
between 45 and 54 years.

Cancer

Cancer is the second most [requent
cause of death: more than 840 000
persons (one in four) die of this dis-
ease every vear. In most Member
States mortality due to malignant tu-
mours continues to increase: for men
in almost all countries and for
women in half of them. This trend
has spurved the European Union to
continue participating in several
anti-cancer programmes, the first of
which was launched in 1986. Even if
fewer men have been dying of lung
cancer since the 1980s, in 1990 it
was this type of cancer which was
most frequently detected in men.
Among women, it was hreast cancer
which occurred most frequently in
1990, bur the death rate among
women from cancers of the respira-
tory tract is increasing in most EU
couniries.



Distribution of mortality by
cause and age group in 1992 — EUR 12 (%)

Women

100

0 T 3 I T T T ] I T T ]
Under 1 : 1-4 H-14 15-24 1 25-34 35-44 45-54 35-64 65-74 75 and over -~ All ages

Children's diseases ' Circ ulatoq dht*as«:: Respiratory diseases

Tumours L \uld(nlq/-’nuule Other
 Men
100
90
80 :
704
60+
50+
40 4
30+
20 4
10+
G. — e T e T = R s - - — :
Under 1 14 540 dsDa . 5B S5 a4 b 5564 63-74  T5andover  All ages
.' (_,‘:hild}‘e;l's;di,sevaér:.év‘ . ’Cil'uu'ial:é'xj}? diseases : Respiratory discasc.-_:._'
;Ifﬁﬁo'xi;-s._‘.- . | _"A'céidénts/mi.‘c;ides . Other *

1 luldl en's dlscaae< mcludes pPrmaml 1l]n<>bhes and conoemtal ahnm nmlﬂms
# Other includes other ill-defined morbid conditions. mfu,rmus dlseasew and other causes.
boume Horld fzeah’h srtan.stac.s w«xrboa]e 1995
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Standardized mortality rate by cause in EUR 12 in 1990

{per 100 000 inhabitants}

Total Men . Women

s % s S £ £ i

Circulatory disorders. of which: 315.99 398.65 254.75
ischemic heart disease 123.32 178.47 82.65
cerebrovascular diseases : 87.53 97.70 79.98

HiaT

Diabetes 15.34 14.96 15.28

Suicides 11.30 17.25 6.10

Source: WHO, Regional Office for Europe, *Health for all’ database.

Estimated incidence of different types of cancer in EUR 12
in 1990 (rate standardized by age, per 100 000 inhabitants}

S

Lung cancer 59.3 10.8

Cancer of the mouth and throat
i e = 5o %{)

farynx
=

Source: WHO, IARC, Lyons.




AIDS cases by transmission group |

J i

P T

(o

okm a0 600 o ; / s g
Cumulative adult/adolescent AIDS cases by transmission group
(aged 13 years or over) reported by 30 September 1994

Cases per million of poputation, Transmission groups

per country (EUR 15 = 1.0}

Tl <05 2l Homosexualhisexual male
(] 05t01.0 B Injecting drug-user

1.0t01.5 Heterosexual contact
>1.5 [ 1 Other I —] ﬂ
Sources: Stalistical data, WHO in collaboration with the European Centre for the Epidemiologica! Monitoring of AIDS; eurostat

Cantography and geographic information management, GISCO.
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Trends in the standardized mortality rate from cancers
- of the respiratory tract (per 100 000 inhabitants)

Women Men

Source: WHO, Regional Office for Europe, ‘“Health for all” database.

Aids Union. Most of these new cases arein

men (83%}, although the proportion
Another public health area in which  of cases in women increased by
the EU is active is the campaign  14.8% in 1990 and 17% in 1992,
against AIDS, in which specific pro-  Just under 60% of female cases of
grammes have been launched since  AIDS are in women aged between 2
1991. In 1992, 17 374 new AIDS  and 34 vears, while among men
cases were reported in the European  AIDS cases are distributed more o

| E— I — (SR T

Hamosexnal/ Drug adddien Homeseaval!  Haemophiliae  Translusion  Fletcrosexual Other
eonact
male drug addicr
1982 1962

Source: European Centre [or the Epidemological Monitoring of Aids,



Men

_ Diagnosed cases of AIDS by age category in EUR 12

Women

1992

1990

% by sex

less everly in the 25 to 49 age group,
with the maximum (on in four cases)
accurring in the 30 to 34 age group,
however. The percentage of cases ob-

~served in homosexual or bisexual
males has fallen from 60% of report-
e cases in 1982 wo 35.4% in 1992;
however, the percentage of drug ad-
dicts contracting AIDS has contin-
ued to increase. accounting for
40.4% of total AIDS cases in 1992
(vear of diagnosis). However, there
are substantial differences between
the Member States: in the northern
countries AIDS primarily affects ho-
mosexual men; in Spain, Ireland and
[taly, drug addicts are the main
group affected.

A
Source: European Centre for the Epidemiological Monitoring of ATDS (Paris).

i
el




HEALTH

S

Health infrastructure

In 1991, about 6.9 million people
were employed in the European
Union (EUR 12) in the health sector
broadly defined (hospitals, surgeries,

laboratories, ete.) and the number is

rising. The number of doctors per
thousand inhabitants varies from 4.3
in Greece and 3.8 in Spain t0 1.4 in
Ireland and 2.2 in the United King-
dom. Compared to 1985, these fig-
ures have increased in all the Mem-
ber States with the exception of
Denmark and Jreland. The number
of dentists remained more or less sta-
ble between 1985 and 1991, while
Belgium, France and Portugal have
the largest number of pharmacists.
Since 1985 the number of pharma-
cists per 1 000 inhabitants has de-
clined in only two countries: Italy
and Ireland,

Until 1985, the hospital infrastruc-
ture was characterized by a large
nuwmnber of small hospitals and by a
steady increase in the number of
beds. From the 1980s, it was re-
structured based on regional require-
ments. This was reflected in a decline
in the number of hospital be-c}%s,d a
3

trend which is common to almost all
the Member States. Comparisons be-
tween Member States, both of hos-
pital beds and health-care per-
sonnel, should be interpreted with
caution, since the same term can re-
flect different situations in different
countries.

Trends in health care personnel (per 1 000 inhabitants

B DK h) GR E F IRL 1 L NL P UK

' 1991 data. * Including dentists.  * 1986 dara, * 1987 data.
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Psychia
care 1985 2.2 1.8 1.6 1.3 0.9 2.1 3.4 1.0 3.1 1.8 1.1 2.7




Since the end of the 1970s, European countries have
witnessed the emergence of new forms of poverty, owing

principally to economic, social and demographic changes.
Today the ‘average citizen’ can become vulnerable owing

POVERTY

All households

to particular circamstances and can slide into a process
of social exclusion. This phenomenon affects all the
Member States even though its exteni and nature can vary
between countries. Within the limits of its competence
and its resources, the European Union is assisting the
efforts made by the national, regional or local authorities
to combat poverty. Community action in this sphere
includes the implementation of specific programmes since

1975.

All households (or persons living in
these households) which have less
than 50% of the equivalent mean
national expenditure are considered
to be below the poverty line, i.e.
poor, and are accorded equal weight
when calculating the rate of poverty.
The ‘degree” of poverty is therefore

category, the proportion of poor
households is higher than the nation-
al average. In Greece, Italy, Portugal,
and also in Spain, at least one such
household in four is considered poor,
while in the Unired Kingdom, France
and Ireland the figure is one in six.
Among the households where the

Manual worker - : - b
{industry and servioes) 20.1  not taken into account. hlead of house]flold 11 Efle}inplg_yéd.
lairﬁrdli-nt?ﬂlﬁdﬁﬁﬁfges) 27.2 By this standard, there were almost the p el?e'nt.age 15 UCH fghel e
STy S . . the definition adopted here, at least
Self-smploved gg 18 million poor households in the , )
ploy : L . . one in four such households is con-
‘ European Unjon in 1988, involving ‘ , . 1
Farmer or Faem worker 37 . e e e sidered poor in all countries, with the
just under 52 million individgals. : i D o andtl
Unemployed 36  Three quarters of these live in"Ger-  &* ception of Uenmark andyy
i ) ) . Netherlands. Finallv, there is a third
Retired 2077 many, Italy, France and the United A
. : . category: those whose head of house-
Oth Kingdom. However, the proportion -
ther 6.9 i , hold is a manual worker and who
of poor households presents another , :
) - . . ) represent one fifth of the disadvan-
Disadvantaged houscholds picture and varies greatly between ) ]
B ’ taged population, In this lacter case,
countries. Thus, among the small ;
o however, the proportion of poor
countries in the north of the Euro- )
. ‘ households is generally below the
pean Union, fewer than one house- . :
. o national average. Fewer than one
hold in 10 is disadvantaged whereas . .
. , C o household in 15 in Denmark, the
the figure is one in five in Greece, . ;
o Netherlands and Belgium is poor
Italy and P oal e
Manual worker 20.2 taly and Fortugal compared with one in five in Spain
{industry and services) 0. It is mmortant to know not only th P P
Nou-manuai worker 87 15 IMPOTTAnt to KNow no O ‘( v Italy and Portugal.
{industry and services) extent but also the characteristics of
Self-employed 3.1 the disadvantaged population. Bro-
Farmer or larm worker 5.8  ken down by socio-professional cate-
Usemployesd 10 gories, almost half of all such house-
_ holds are those where the head of
Retized 387 household is retired or unemployed.
Other 11.3  Among the households in the retired






AGRICULTURE

The objectives which ihe Treaty of Rome laid down in
1957 for agriculture in Europe were (o increase
produectivity, secure a fair standard of living for the
agricultural community, stabilize markets and ensure that
supplies reached consumers at reasonable prices.

After three decades of the commeon agricultural policy, it
would be fair to say that these objectives have been
achieved, on the whole. Thanks to a spectacular increase
in production, productivity and trade in agricultural
produce, the consumer can be sure of supplies — and
more varied supplies than have ever been available
before. They are also less expensive, since consumer
prices of agri-food products have risen less sharply than
the prices paid by households for other consumer goods.

Despite unfavourable trends in agricultural prices,
producer incomes have, on the whole, improved in real
terms in most Member States as a result of increased
productivity and the steady decline of the agricultural
labour force. The resulting increase in farmers’
purchasing power, although on average smaller than in
other seclors of the economy, masks an extremely
unstable situation and considerable disparities within the
farmlng world, depending on region, type of production

and size of holding.

The last 10 years have seen very considerable changes in
the development of the common agricultural policy.
Having achieved food self-sufficiency in most produects,
the European Union th@n faced production surpluses
which demanded substantial budgetarv resources. This
situation led to the adoption of a series of measures aimed
at agricultaral markets and structures.

When the effects of these provisions proved too limited, it
was decided in 1992 to reform the CAP with the main |
objective of bringing agriculiural production into line
with internal and external demand. This reform
essentially involves switching from a price suppert policy
to one more focused on direct aid to producers. It also
responds to growing concern for environmental protection
and the development of rural areas. This realignment of
the CAP is to be pursued in those seciors as yet untouched
by the reform with the aim of redressing the balance on
the markets and enhancing the eompetltlveness of
European agricultural products.



Agriculture as part of the economy, 1991*
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Food self-sufficiency, one of the objectives of the common
agricaltural policy defined in the early 1960s, has been
broadly achieved for most products. Under pressure from
constantly growing vields, the Europe of 12 has had to
take up a new challenge: stabilizing agricultural supply at
a level compatible with the existing cost-effective outlets
in the EU and elsewhere. Beginning with milk quotas in
the 1980s, this new approach was taken further with the
introduction of regulatory mechanisms for the major
crops and culminated in the compulsory setting aside of

agricultural land in 1993,

Animal production

In spite of a downturn in grassland,
approximately half of the agriculrur-
al area of the European Union (62
million hectares out of a total 128
million) is used for stock farming, in
the form of either permanent pasture
and meadows or fields for fodder
crops. Moreover. 5% of cereals out-
put is eaten by livestock, in addition
to imports of manioc flour, corn
gluten feed and soya cake. Finally,
by-products from crops procesged by
the agri-foodstuffs industry go back
to the farm as animal feed (brewing
dregs, sugar-beet tops and oil cake).
In 1990, crop production was on a
par with stock farming in the EU’s fi-
nal agricultural output, but animal
production was still verv much in the
majority in the north of the EU for
reasons of climate (it came close to
00% in Ireland, while it was only
30% in Greece). The accession to the
Union of Austria, Sweden and Fin-
land and the planned reduction of
cereals prices mean that the relative
share of stock rearing cannot but
increase.

The products of cattle-rearing (milk
and meat) are still the two highest-
ranking Commumiry products, even

if they have lost ground in the last
decade under pressure [rom milk
quotas.

In 1994, the cattle herd in the Euro-
pean Union (EUR 12) totalled 80
million head. For several years its
nurnbers have been declining and is
composition changing as heefl hreeds
have come to the {ore. This has led
a decline of nearly 25% in the dairy

herd since the quotas were intro-

Udlized agricultural area 128

i Foresrl. 6l
Arable land 0
Permanent pasture 46

£ Permanent crops 12

0 Other purposes 48
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duced in 1984 and considerable
srowth in suckler cow numbers. Of
32 million cows in EUR 12, 11 mil-
lion are exclusively for meat produc-
tion. This trend is in line with a de-
oree of extensification in carttle
farming, which is actively promoted.
~ In 1993, the European. Union (EUR
12) produced 7.7 million tonnes of
beef from the slaughter of some 23
million adult animals. Veal produc-
tion, 60% of which is concentrared in
two countries (France and the
Netherlands), came o 600 000
tonnes. For several vears beef pro-
duction was heavily influenced by
the slaughter of dairy cows following
introduction of the milk quotas.
These disturbances then persisted
with the far-reaching restructuring
of herds in the new Lénder of Ger-
many after reunification. Beef im-
ports from the countries of Eastern
Europe were also considerable.

Sheepmeat / goatmeat - Poulory meat

These temporary surpluses pushed
prices down and regularly triggered
the Community intervention mea-
sures to support rates and ensure
minimum remuneration for produc-
ers. Since 1993, the sitnation has im-
proved noticeably, the market has
sttuck a better balance, intervention
purchases have fallen sharply and
stocks in cold storage have de-
creased. This balance is still heavily
dependent on internal consumption
and expott opportunities.

In spite of a considerable decline
since 1983, dairy produce is still a
kingpin of Community agriculture:
in 1992, one holding in 10 in EUR
12 was producing milk, and milk ac-
counts for 17% of the final agricul-
tural output of the EU., Successive
output adjustments under the quotas
policy cut the milk surpluses back
dramatically. Physically manifest in
the much-discussed stocks of butter
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and milk powder, these chronic sur-
pluses arose from the constant in-
crease in milk deliveries even when
demand for all kinds of dairy prod-
ucts began to stagnate. The quotas
policy called a halt to this increase
and began the cutback over several
years which wrought far-reaching
changes in herd sizes. Allowances
provided the incentive for many
small producers to abandon dairy
farming. Some of their quotas were
transferred to the remaining herds
and thus eased restructuring.

Being often highly specialized, large
livestock breeders can more easily
seize on technical progress, and espe-
cially advances in genetic selection.
This has brought about a very
marked increase in the average milk
vield per head in the last 10 vears. Tn
1992, average dairy cow productivity
pulled clear of 5 000 kg of milk per
anoum. There are still considerable

P
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Mill powder Butter Cheese
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differences from ome country to an-
other, largely reflecting the differ-
ences in production structures. Den-
mark, the Netherlands and the
United Kingdom have large herds
giving high.yields. On the other
hand, Greece, Portugal and Spain
have a multitude of small herds ay-
eraging five cows, and the average
productivity is still relatively low in
spite of considerahle gains.

In 1993, the European Union pro-
duced 114 million tonnes of milk,
most of it collected and processed by
the dairy industry. The dairies
turned out 26.4 million tonnes of
processed miltk {pasteurized, UHT,
etc.), 2.5 million tonnes of cheese,
7.5 million tonnes of fresh produce
(voghurt etc.), 2.1 million tonnes of
milk powder and 1.7 million tonnes
of butter. Led by consumer demand,
dairies are turning inecreasingly to
the production of cheese and fresh
products like yoghurts and dairy
desserts. Sales of processed milk are
stagnant. Buiter and milk powder
production have heen declining for
10 vears. While o real geographical
traits are discernible, some concen-
tration of product lines is largely
linked to eating habits. Thus, more
than 80% of cheese production
comes from French, German, [talian,
Dutch and Danish dairies. France
and Germany, with the Necherlands,
also produce 70% of the butter. The
other countries mainly tend to con-
sume drinking milk.

Eating habits are also reflected in
meat production. In EUR 12, pork is
eaten more than any other meat. As-
sessed as carcass weight, vear in year
out, as much pork is consumed as
beel and poultry together: around 41
kg of pork, 19 kg of heef, 2 kg of
veal, 4 kg of sheepmeat or goatmeat
and 19 kg of poultry. Even though
the French, Italians, British and




Creeks consume a greater variety of
mear than their neighbours, pork is
top of the menu in every single coun-
ity and demand is constantly on the
mcrease. The EU has a huge pig
count to meet this demand: 110 mil-
lion head in 1993. With anaual out-
putof 15 million tonnes, it ranks sec-
ond in the world after China.
Germany alone produces one quarter
of Community output. Germans are
large consumers, because the aver-
age citizen eats 57 kg of pork every
vear; however, they are far behind
the Danes, who eat 65 kg a vear.

In the last 20 years, pig farming has
become heavily concentrated. with
the bulk of production now carried
out in large units, although this sit-
uation varies greatly from one coun-
wry to another. The average farm in
the Netherlands is in excess of 400
head, but is only 35 head in Spain.

Poultry farming is also booming.
Poultry consumption has risen by
more than 25% in the last 10 years.
As with pigmeat, production is in-
creasingly concentrated in intensive
farming, whereby production costs
can be slashed and sizeable markct
shares won. Spaniards eat the most
poultry in the EU (21 kg per head
every year), but the French, the
British and the Portuguese are grad-
ually gaining on them. Community
production was 6.9 million tonnes
in 1993. France is by far the main
producer, followed by Iraly, the
United Kingdom and Italy. France
also heads the field in egg produc-
tion. Egg output has been stagnant
in the EU for some 10 years, albeir
at a high level since EUR 12 pro-
duces 40% of world output. Con-
sumption of sheepmeat or goatmeat
is showing only modest growth.
While a Greek consumes approxi-
mately 15 kg every vear, the Ger-
mans, Danish and Dutch eat practi-

cally none. Yet Community output
cannot cover demand, and the
shortfall is generally made up by
imports from New Zealand.

B DK D GR E IRL T L NL P UKEUR12
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Crop production

If final agricultural production in
the EUR 12 was fairly evenly dis-
tributed between animal production
and crop production in 1990, it was
because southern Europe, with the
notable exception of Portugal,
tipped the balance very distinctly
towards crop production thanks to
fruit, fresh vegetables, flowers and,
of course, wine. These crops vield
very high value per hectare com-
pared with cereals or cattle farming,
for example. Often typical of south-
ern climes, they need a lot of sun,
and a lot of manpower, particularly
at harvest time.

In Greece, Spain and Italy, crops ac-
count for 60% and more of agricul-
tural output by value. France, by
virtue of its geographical location,
occupies a special position balf-way
hetween the countries of the south
and those of the north. Crops are
still predominant, of course (54%).
but the large crops characteristic of
the plains of the north {especially
cereals) already outweigh typically
southern crops. Yet this rather

sketchy break between the north
and the south of the EU should not
mask local peculiarities, often the
result of technical progress. Thus, in
Belgium, fresh vegetables and flow-
ers are as significant a part of final
agricultural production as in ltaly,
and in Holland vegetable crops go
better with ornamental plants than
with cereals.

In the European Union (EUR 12), of
128 million hectares of utitized agri-
caltural area, 70 million are occu-
pied by arable land, 12 million are
given over to permanent crops and
the regt is pasture. Cereals rule
supreme, covering nearly half of the
arable land in most cowntries, and
rather more than that in France,
Germany, the United Kingdom and
Denmark. A total of 32 million
hectares sown and output of 162
million tonnes in 1994 made the
European Union the fourth-largest
cereals producer in the world, far
behind the USA but very close io
China and the former Soviet Union.
After a prolonged period of physical
expansion, the 1980s brought a

EUR 12 B DK [P

i
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Final animal production 50.0 611 64.8 63.0 . 32.2. 37.8 45.0

Cattle 11.9 20.0 8.5 14.4 a7 6.1 14.2
Pigs 10.4 187 27.4 16.5 3.5 10.0 6.1
Sheep and goats 1.9 0.1 0.1 0.3 75 4.5 1.2
Poultry 4.4 3.2 1.8 2.1 2.9 4.0 5.3
Mille 17.1 14.8 23.1 257 11.1 7.8 15.7
Eggs 2.6 2.8 0.9 3.3 2.6 53 1.6
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[ Permanent pasture £ Arable land

dowaturn when the Community
reached self-sufficiency and then
went beyond that marker, The area
under barlev, in particular, has de-
clined. In spite of this contraction of
sown areas, however, production has
continued to rise on the sirength of
increased yields. Seed improvements
and better adapted crop cultivation

/7 Permanent crops

methods (seed preparation, fertiliza-
tion and crop care) pushed the aver-
age Community barley yield from 35
to 41 quintals per hectare and wheat
yield from 37 to 50 ¢./ha in the
1980s (1979-81 and 1989-91 aver-
ages). Wheat has thus consolidated
its position as the leading cereal
grown in the ETJ.

&
&

Final agricultural production in 1990 (as % of each Member State

57 49.5
36.4 8.9 241 7 10.3 134
5.6 6.4 8.3 174 11.8 77
4.4 7 0.0 0.6 2.8 4.0
3.0 5.5 (.0 37 5.0 6.8
32.3 12.7 484 219 125 21.5
0.8 2.5 0.8 31 3.6 35

! i

Final anjmal production

Cattle

Pigs

Sheep and goats
Poultry

Mille

Eggs
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france is Europe’s biggest granary,
iollowed by Germany and the Unit-
od Kingdom: it grows 35% of Com-
munity production and exports
more than half its output, mainly
outside the EU. Germany is the
number-one barley producer, far
ahead of France and Spain. Maize,
which demands considerable heat
and water, is mainly grown in
[rance, Italy and Spain, often by
wet farming methods.

Faced with constantly growing out-
put until 1992, the European Union
has to export on a massive scale.
One in every five quintals of cereals
produced is exported. Competition
on world markets is fierce because
the cost-effective outlets cannot be
expanded. To reduce the stocks
which were accumulating, regula-
tion systems were set up from the
carly 1980s. First, producers were
made to finance part of the cost en-
talled in the search for new outlets
by a so-called ‘co-responsibility
levy’. The second step shifted the
emphasis to the price paid to pro-
ducers under the maximum guaran-
teed quantities system, whereupon a
drop in intervention prices was trig-

gered when output in the EU ex-
ceeded the fateful ceiling of 160
million tonnes (amended after Ger-
man unification). The third step, as
part of the reform of the common
agricultural policy, introduced the
compulsory setting-aside of land, a
mechanism already used for several
vears in the USA to match cereal
production to existing outlets.

Introduced in 1993, compulsory
set-aside applied to 15% of the area
previously sown with cereals,
oilseeds and pulses. A total of 4.7
million hectares was set aside in the
European Union that year. Variable
compensation is paid on set-aside
land according to the region. Small
producers are exempt from compul-
sory set-aside. A second stage of the
reform, in tandem with set-aside,
aims to align the prices paid to cere-
al producers on the world market
prices. The loss of income incurred
by producers is compensated by
flat-rate direct aid laid down before
the harvest without regard to the
yields for the year, which should
discourage the push for high yields.
In 1993, the European Union’s cere-
al production was cut back to 165

Livestock in 1993 (1 000 head) and milk production (10001

Milk
production

Cattle Pigs Sheep

Goals Laying

hens

3597

million tonnes. In 1994, it fell below
this mark, leading to a sharp reduc-
tion in stocks which enabled the set-
aside rate for the 1994-95 crop year
to be lowered to 12%.

The reduction in the acreage under
cereals hefore the set-aside scheme
was implemeuted {favoured oilseeds
and protein-rich crops. Production
of these crops, which previously
showed marked deficits, was en-
couraged by high prices including
substantial subsidies. Although
Community production still only
covered 60% of demand, expansion
flagged with the introduction of a
maximoum guaranteed quantities
system sinular to that for cereals. In
the space of 10 years, however, the
area under rape, sunflower, sova
and protein crops grew from 4 to 7
million hectares. Germany is rape
country, with nearly 50% of the
Union’s production, while France
and Spain gave preference to sun-
flowers.

Sugar beet, production of which is
regulated by a svstem of quotas, oc-
cupies a relatively limited acreage
which is shrinking: fewer than 2
million hectares in 1991. The Union
is nevertheless still the biggest sugar-
beet producer in the world; with one
third of total world outpur. Sugar
beet is predominantly grown in
northern Europe.

The north is also the home of the
potato. Germany, the Netherlands
and the UK are the leading produc-
ers, but only the Netherlands and
the BLEU export any substantial
part of their output. The bulk of
those exports are intra-Community,
and total production in the EU (46
million tonnes) cover its needs for
food or other purposes. Production
of fresh vegetables, in roughly equiv-
alent tonnages to potatoes, is largely
concentrated in the southern coun-

1214 7]
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rries. Half come from Spain and
Italy. France and Greece together
contribute 20%. These countries are
also the largest consumers. A Briton
consumes half the fresh vegetables
eaten by an [talian or a Spaniard.
ltaly. Greece and Spain export veg-
etables to the north of the EU, but
fresh vegetables grown in greenhous-
es make the Netherlands the second-

largest exporter by volume. The Eu- 347

ropean Union is 105% self-sufficient. 1888
2699

The EU is a structural fruit im- 5:22

porter. Demand exceeds supply by -

25%. The deficit is mainly in citrus , 400

fruits and, of course, wopical pro- " Other countries 210

duce which is consumed in increas-

ing amounts. Vulnerable to climatie %

conditions, the total fruit harvest in

the EU fluctuates around 29 million

tonnes. Thirty per cent is citrus

fruits. One third of all fruit comes

from Italy; Spain contributes one

fifth, but more than hall of alt citrus : \

fruit. Greece, which with Ttaly has 5= B - 3

the highest per capita fruit consump- % CR 5

tion, provides 10% of the total. After & E Zé

citrus, apples are the second-com- i

monest fruit produced in the EU (8.5 =

million tonnes). and are often wjth- 7

o

drawn from the market to avold a Other countries

. 16 benchmarks for three new Member States

1993 data Austria Finland  Sweden Tonal EUR 12

Utilized agricultural area 3482 2689 3359 95630 74
Arable land 1401 2580 2780 6761 9.6
scercals : 926 1153 3 005 9.3
slodder crops 680 14086 2217 181
Permanent pasture 106 331 2418 5.3
Permanent crops 3 3 103 0.9
*vines 0 0 58 ik

Total catde herd (1 000 head) 2 0.8
sdairy cows - 828 8.3
*other cow A

Toral sheep and goat population




price collapse in years when the har-
vest is good.

Approximately 4 million hectares are
under vines in EUR 12, Year in year
out, output is in the vicinity of 18()
million hectolitres, around 60% of
world wine output. The bulk is pro-
duced in Irance, Italv and Spain.
These countries are also major wine
consumers and exporters. They ex-
port primarily to the other countries
of the EU, where consumption is
tending upwards, and particularly to
the United States. Surpluses are ab-
sorhed by compulsory low-price dis-
tillation and by grants for grubbing
up vines producing ordinary wines.
Exports are encouraged by a con-
stant policy aimed at supporting

quality.

Wine production (1 000 hl)
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THE I MPORTANCE There are numerous indicators measuring the relative

importance of agricultural activity in the economy. Among

OF AGRICULTURE the most important are the share of GDP, employment and

external {rade accounted for by agriculture.
FOR THE ECONOMY

Agriculture as a percentage
of GDP

In 1992, agriculture accounted for
only 2.1% of the European Union’s
CGDP as against 3.4% in 1980 and
5.0% in 1973. The figure has fallen
sharply in all Member States except
the Netherlands, where it has held
stable, but substantial differences
persist: it is still high in Greece
(10.4%) and Ireland {6.7%) but
only 0.9% in Germany and 1.1% in
the United Kingdom; for the other
Member States, it ranges from 1.3 to
34%. %




griculfure as a percentage
!Iof"employmenr

the EU as a whole, 5.7% of per-
sons employed were working in agri-
ulture in 1992, as against 9.4% in
1980 and 11.3% in 1973, In all
Member States, agriculture accounts
for a larger share of employment
than it does of production. The dif-
ference is particularly noticeable in 19
the southern countries of the LU,

‘where labour productivity in agricul - B
ture is lower. Employment in agri- DK
culture ranges from 2.2% in the D!
United Kingdom to 21.1% in Greece, - e
with over 1CO % ini Ireland and Portu- ()E : P ——
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Agriculture as a percentage
of external trade

While the share of the EU's extra-
Community trade accounted for by
agricultural produce has fallen
sharply where imports are con-
cerned, falling from 28.9% i 1973
0 15.6% in 1980 and 11.8% in
992, exports remained relatively
stable over the same period: from
10% in 1973 to 8.8% in 1980 and
01% i 1992, One consequence of
Luropean integration is the fall in
exports outside the EU observed for
all the Member States. The
‘Bxport/import cover ratio rose from
30.6% in 1973 10 69.2% in 1992.

Agricultural products also have a de-
dlining share of world trade, only
11.5% in 1992 as against 22% in
p73.




AGRICULTURAL
INCOMES
AND PRICES

Over the past 20 years, total income from agriculture in
the Community (in this chapter, this is taken to mean the
net income of the total labour force — see box) has fallen
in real terms by over 30%, although the figure varies from
one Member Staie to another, owing mainly o falls in the
real prices of agricultural produecis. Over the same peried,
however, real income per annual work unit has risen by a

little over 15%, thanks to the decline of the agricultural

labour force.

Changes in agricultural
income

The purchasing power of agricultur-
al income per annual work unit saw
a moderate rise for the EC overall
during the period 1973-92: average
figures over three years (selected to
offset the effects of sharp annual
fluctuations) show a 14.6% rise be-
tween 1973-75 and 1990-92, which

1404
1304
1204
110 1
100 4
90

80 4

70

works out at an average of a little
over 0.8% per annmwm, with most of
the increase arising daring the 1980s
- 14.5% hetween 1980-32 and
1990-92, an average of 1.4% per
annum.

Trends in agricultural income vary
considerably in the different Member
States, however. [t rose in four coun-
tries, Greece, Spain, Luxembourg
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and Ireland; it rose slightly in
france. Belgium and the Nether-
lands, and fell in Denmarlk, Ger-
many, Italy and, most of all, the
United Kingdom. In Portugal, the
available data suggest a clear fall
betweens 1980 and 1992, The main
trend within this period was decline
followed by an upturn, but this pat-
tern is partly the result of two ex-
ceptional vears, 1973 and 1989.

The indicator of the real net value-
added of the rotal labour foree can
be used to compare agricultural in-
comes by Member State in 1990-92:
measured in ecus, incomes above
the Comununity average are found
in eight Member States: Denmark,
the Netherlands, Belgium, France,
the United Kingdom, Luxembourg,
Spain and Germany. They were over
twice the average in the first three of
these countries, but were below av-
erage in Ireland, Ttaly, Greece, and
Portugal — in the latter only 18% of
the average.

Income per annual work unit has
risen slightly merely as a result of
the steady fall in the agricultural
labour force in all the Member
States. Available estimates suggest
that, in the EU as a whole, there
were 13.5 million units in 1973 but
only 7.4 million in 1992, an average
drop of some 3.2% per annum. Al-
though the same phenomenon has
been observed in all Member States,
it has been particularly noticeable
in Spain (5.4% per annum), Lux-
embourg and Denmark, with a less
steep fall in the United Kingdom
and an even smaller reduction in the
Netherlands (0.9% per annum).
However, the drop in the agricultur-
af labour force has been no bar to
increased output in volume rerms,
with labour productivity in agricul-
ture rising in the EU by an average

EUR 12

UK

S
"

40 60

80

120

1973-75

! Excluding Portugal.

of some 5% per annum over the pe-

riod under consideration.
&

Total income from agriculture fell by
34% in real terms between 1973-75
and 1990-92 ie. an annual average
drop of almost 2.4%. The figures
have been on the decline in most
Member States, rather more sharply
in the 1970s than subsequently, with
the only increases being in Greece,
The figures fell most steeply in Den-
mark, the United Kingdom and Ger-
many (between 3.3 and 3.9% per
annurm).

The drop in agricultural incomes is
linked with both the fall in agricul-
tural value-added and the real-term
increase in the negative components
of income (depreciation, interest,
rents}, which was partly offset by the

1980-82

1990-92




AGRICULTURAL
INCOMES
AND PRICES

increase in subsidies. In 1989, depre-
ciation was equal to almost 24% of
eross value-added at market prices
and has risen fairly steadily at almost
0.8% a year in real terms. The rise in
interest payments, currently ac-
counfing for 12% of gross value-
added at market prices, has been
even sharper, at around 2.9% per
annum on average. Rents have risen
in nominal terms but less sharply
than inflation and have therefore

SR

fallen in real terms{1.5%). to less.
than 4% of gross value-added at
marlet prices.

Subsidies paid to agriculture, which
do not iaclude price support mecha-
nisms, the effects of which are in-
cluded in actual producer prices,
rose only at the rate of inflation dw-
ing the 1970s but doubled in real
terms berween 1980 and 1992 o
give an 8.0% per annum increase




gver 12 vears. Between 1973 and
1990, they rose at 3.3% a vear and
10w account for 12% of gross value-
added at market prices. The recent
tise is due largely to changes in the
CAP, which is tending to eut back
price support and increase aid paid
directly to farmers. Taxes linked to
production rose by an average of
only 2.8% a year and have even
heen stagnating for the past few
vears, which means that subsidies
have had an even more favourable
effect on agricultural incomes. The
difference between subsidies and
laxes increases the value added of
the EUT as a whole., but this is very
‘unevenly divided between the Mem-
‘ber States: negative in the Nether-
lands and neutral in France and
Beleium, but positive elsewhere.

Agricultural incomes depend mainly
on the vatue-added of agriculture.
The increase in the volume of pro-
duction and value-added, of the
order of 1.8% per annoum on average
hetween 1973 and 1990, was more
than offset overall by the downward
wend in real prices. The result was
an average reduction in the real
gross value-added of the EU of
around 1.6% per annum between
1973-75 and 1990-92 (ie. a 24%
cumulative fall), with rises only in
Greece and the Netherlands.

Prices of agricultural
products

The prices of agricultaral productsf.,
including crop products and animal
products, fell in real rerms by al-
most 25% between 1985 and 1993.
This general trend conceals widely
differing figures from one product to
another: real prices of cereals and
rice, animals for slaughter and eggs
fell by over 30%, whereas the fall in
milk prices was only abour 15% and
for fresh vegetables 13%. These fig-
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es apply to the 12 Member States.

prices paid to producers in par-
nlar are determined by the relative

the idea being to align the prices of
mported products with those paid
the EU. Although most agricul-
al output is marketed and the
ces received by producers vary
according to market conditions, the
intervention mechanism works to
maintain producer prices at levels
substantially above world marlet
prices. This situation is changing
rapidly, however, in the wake of the
rteform of the CAP.

‘The long-term fall in agricultural
prices in the EU explains the down-
ward trend in agricultural incomes,
but acconnt must also be taken of
trends in the prices of inputs pur-
chased by producers, Between 1985
and 1993, the cumulative fall in the
prices of intermediate consumption
goods and services, largely as a re-
sult of lower prices for animal feed-
gstuffs and fertilizers, was ap-
proximately 18%. In the mid 1980s,

ture accounted for approximately
46% of the gross value of agricul-
tural sales. but with considerable
variations from one Member State 1o
another: in 1985, the figures ranged
from 26% in Greece to 64% in Ger-
many. When the veal prices of agn-
cultural products fall more rapidly
than the real prices of intermediate
consumption. products, as they did
in 1990, gross value-added declines

intermediate consumption expendi- |

as well, to leave fewer ressurces
available for the renewal of capital
and for providing income for farm-
ers and agricultural workers. The
real purchase prices of goods and
services contributing to investment
in agriculture remained remarkably
stable over the period 1985-93,
with a cumulative rise of only about

1%.




THE STRUCTURE OF
AGRICULTURE

Between 1979 and 1989, nearly 1.3 million agricultural
holdings ceased work in the European Union (EUR 12).
This, together with the loss of jobs on farms which did
keep working, meant a fall of approximaiely 1.1% per
annum in the number of persons working in the
agricultural secior, or almost 1.9 million in 10 years.

Farms and the farming
population

Profound changes in agriculture
have led many farmers to give up.
The tendency towards larger hold-
ings or specialization, which is no-
ticeable in other sectors of the econ-
omy, can also be seen in agriculture,
This trend has led the European
Union to take steps to counter the
exodus from the countryside in the
least favoured regions, in order to

maintain their social fabric. If these
initiatives are to succeed, farms
must be economically viable, and
this means that certain services to
the comflﬂumityT which untl now
have not been paid for, will have t
be in future. Attempts are heing
made to cope with these problems in
the EU's radical CAP reforms.

The structure of agriculture within
the EU shows marked variations.
The majority of holdings in the

T T
500 1000

3 1
2 000 23500 3000

' For 1989/90: including the new Linder.
2 For 1979/80: 1981 survey.
*For 1979/80: 1982 survey.
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THE STRUCTURE OF
AGRICULTURE

south are still small. The average
utilized agricultural area is 4 to 7
hectares in Greece, Portugal and
Italy, while the average in the Unit-
ed Kingdom is 68 hectares.

In 1989, according to the EC agri-
cultural survey, some 17 million
people were regularly working in
agriculture, the vast majority of
them holders or members of their
families. This population is very un-
evenly divided among the countries
in view of differences in the level of
development and production condi-
tions: farms geared mainly to pro-
ducing fruit and vegetables, which
are more labour-intensive, predom-
inate in Italy, Spain, Greece and
Portugal, while in the north farms
concentrate mainly on large-scale
field crops and livestack, which
need a smaller labour force.

dEmE
G

Sl

) 500 1000 1500 2000 2500 3000 3300 4000 4500 5000 35500

1976-80

' For 1984/90: including the new Lander.
2 For 1979/80: 1981 survey.
“For 1979/80: 1982 survey.

1989-90

The 16.9 million people employed
in agriculture in the EU {5.3 million
in Italy and 2.8 million in Spain)
supply only 7.6 million AWU (an-
nual work units), i.e. the equivalent
of 7.6 million people working full-
time in agriculture for one year. The
ratio of these two figures shows that
the vast majority of this labour
force {some 78.1%) does not work
full-time on the farm. Productivity
varies considerably from one Mem-
ber State to another: in the United
Kingdom, a little under three full-
time workers work 100 hectares,
whereas ip Greece 22 people work
the same ‘area. with an EU average
of seven persons or, more exactly, 7
AWU. The full-time labour force is
declining, however, at a faster rate
than the part-time force: 16.2% and
8.1% respectively between 1979
and 1989.
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THE STRUCTURE OF  Working the land

[n the European Union (EUR 12),

AGRI(ULTURE there were 119.6 million hectares of
utilized agricultural area in 1989:
28.2 million in France, followed by
Spain (24.5 million ha) and Ger-
many (17.0 million ha). German
unification increased the total uti-
lized agricultural area of the Euro-
pean Union (EUR 12) by 2.8% in
10 years.

Over 56.7 million hectares, or
47.4% of the total utilized agricul-
tural area, are given over to feed
production alone (pastures, mead-
ows and forage crops). These fig-
ures show how important livestock
farming is as a feature of EU agri-
cultural production. If some of the
cereals grown on over 35 million
hectares and used largely for cattle
feed are added to this figure, the
conclusion mav be that most of the
agricultural land in the EU is given

Number and area of holdings in 1989/90 _

Holdings  Average UAA Distribution of holdings (%) &
(1 000) (ha)  <%ha 2w<20ha 220ha

*&% ' i




over to livestock production. The
remaining agricultural land is di-
vided among permanent crops {10
aillion hectares) and other crops
which, despite their considerable
eeonomic importance, cover only a
small area: horticulture, potatoes,
sugar beet and industrial crops (to-
baceo and hops).

Agricultural populqti;n, by time worked on the holding (1 000}
1979/80 1989/90
< 100 % * 100 %! < 100 % *

Time worked (%) 100 %'

o

" 100% = full-dme.
* < 100% = part-time.
! For 1989/90: including the new Linder.
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THE STRUCTURE OF
AGRICULTURE

4

: Main cré:Tps in 198%/90 (1 000 ha) :

Cereals Fodder Other Vines Other crops
Erops herbaceous permaneit
crops

T

D 65535 7339.4 21385 99.8

46.3




¢ distribution of crops within
agricultural holdings varies consid-

ably, since different crops may be
wn on any given piece of land

anges in prices for the different
oducts and means of production.

hits and history have led 10 a
tain amount of regional specia-

constantly expanded their herds

and crop ranges and simplified their

organization.

e fact that specialist farming has

isen from ©8.7 to 77.1% in 10

ears, at the expense of mixed farm- -

1 certain types of crops and live-
ck rearing. When crop produc-
is divorced from livestock rear-

din a given area, for example, bat-
ery farming (pigs and poultry),
aste disposal problems arise. The
result Is In some cases a very gen-
E‘ine concern about safeguarding
lie environment, and appropriate
solutions will in future have to b
.- und at both ELI level and in the
‘ndividual countries.

2161 7|



FORESTS AND
FORESTRY

In total, wooded areas cover some 30% of the European
Union. A quarter of this area, however, is serubland,
brushland and other sparsely wooded areas, The total
Community production of raw wood in 1991 was 142
million m’. An economically significant saw-milling, pulp
and paper industry is based .on this raw wood production.
The forests are also of major value as habitat, for leisure,
hunting and for the environment, but they are under
threat in ever Member State. The enlargement of the EU to
15 Member States brought a considerable increase in
woodlands and raw wood production.

Forest area structure

The most recent available statistics
indicate that woodland covers just
under 72 million hectares in the Eu-
ropean Lnion (1990). In relation ro
their total area, the most wooded
countries are Spain [50.7%), Greece
(45.7%), Portugal (34.8%) and
Luxembourg (33.9%). However,

much of the wooded areas in Greece
and to a lesser degree in Spain,
France and Luxembourg consist of
brushland, scrubland and garrigue.

Most of the wooded areas —nearly 48
million hectares — are covered by
forests in the true sense. These ave of
great economic significance and pro-
duce by far the bulk of the raw wood




consumed by industry and private
households. Irance, Spain and Ger-

wood products in 1991

Production

. : Wood for fuel (million m*)
8 million hecrares, 83% thercol in  mowe :

weden and Finland. el b
Chipboard {snillion m?)

v owned. In relation to the total
poded areas, private ownership is
(84.7%) and France {74.1%). In
: (85.3%) and Ireland :
(80.4%), most of the forests are un- ‘ g ]
T state ownership. /

10°

Production of and trade in raw wood and some

Imports

Exports

1985 1986 1987 198 198 1990 1991 1992
Caniferous 7 Hardwood
Soirce: FAQ.
&
&

T T T T T T T ¥ T

14 16 18

Forest area

Source: FAQ.

Other wooded area



FORESTS AND
FORESTRY

Production of and trade in
raw wood and forestry
products

Annual production of raw wood for
industrial use has increased slightly

since 1985. In 1990, after particu-,

larly violent storms in Germany, an
unusually Jarge volume of timber
had to be cut and processed. In
1991, 117.1 million m® of timber
were produced for industrial use,
65.1% thereof conifer. Production of
wood for fuel and charcoal came to
24.6 million m®. The European
Union was almost self-sufficient as
regards the total quantity of raw
wood, but there was a considerable
deficit in sawn wood products, pan-
els, pulp, paper and boards, of
around ECU 15 000 billion annual-
Iy. The EFTA countries produced a
total of 107.3 million m® of raw wood
for industrial use in 1991, 89.0% of
which was conifer, These countries
were major exporters of forestry

products to the EU.

Forest damage

Im. 1992, the results from the inter-
national programme on ‘assessment
and monitoring of air pollution ef-
fects on forests” indicate that forest
damage (measured as abnormal de-
loliation of the surveyed trees) is ex-
tensive in many Member States. The
main causes appear to be attacks by
insects and fungi, forest fives and air
pollution, accentuated by un-
favourable weather conditions.
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FISHING AND FISH-
FARMING

Fishing is a major activity in the Earopean Union, even
though it employs only very few people directly: around
260 000 fishermen, or 0.2% of the total working
population. But other people such as those employed in
boat-building or the processing of {ishery products —
four or five times as many in total — depend indirectly on

fishing.

It is a particularly important industry in numerous less
well-developed regions where there are few alternative

jobs.

To fishing in the narrowesi sense should be added fish-
farming: the rearing of fish, shellfish and molluscs, which
is becoming ever more important to the economy.

Fishing

The annual EU fish cacch is 7.0 mil-
lion tonnes, or 7.1% of the world to-
tal; the EU is in fourth place behind
China (13.1 million tonnes), Japan
(9.3 million tonnes) and the former
Soviet Union (9.2 million tonnes).
The main EU fishing country is Den-
mark, with catches of 1.8 million
tonnes — maimnly species for industri-
al use (fish meal and oil) — followed
by Spain with 1.4 million tonhes
{mainly species for human consump-

)

J

tion} and the United Kingdom (0.8
million tonnes). The EU fishing fleer
operates in the Norcth-East Atlanric
(69% of catches), the Mediterranean
(10%) and, to a lesser extent, the
Eastern Gentral {7%) and North-
West (2%) Atlantic. Since the eco-
nomic zones were extended to 200
nautical miles from the coasts (1
nautical mile = 1.852 km), EU fish-
ermen, largelv excluded from their
traditional fisheries along the coast-
lines of Canada, Norway and Jce-
land, have increasingly made for the
warmer waters of the Atlantic and
the Indian Oceans off the coast of
Africa, the North-East Pacific and
the Antarctic. The EU has negotiated
fishing agreements with the coun-
tries in these regions, to try to offset
restrictions on traditional fishing
grounds.

Commercial fishing in inland waters
is of minimal importance: fresh-
water fishing is more a leisure-time
and tourist activity.

The EU fishing fleet is estimated at
some 100 000 motor vessels with a
total tonnage of 200 000 gross
tonnes (gt). It includes many small




operate in the more distant zones, Fishing fleets 1991

where opportunities have declined in Number o
recent vears. On the other hand, the i
number of smaller vessels, which are
able to adapt more readily to the
changed fishing conditions resulting
from EUL measures for the manage-
(10006 ment and protection of natural re-

B R 6002  Sources, is on the increase.
B Uss 5473 The fish most commonly caught by
Il Ex-USSR 9216  EU fishermen are sand eels {863 000
0 Japan g7 tonnes, for industrial use), herring
B 9005 (063 000 tonnes), mackerel (421

; _ 000 tonnes) sardines {397 000
8 Ocher 64 059 ) ) _

tonnes) and cod {297 000 tonnes).
Total 97 052

Europeans eat 14.5 kg of fish per
capita per annum, while the Japan-
ese eat 35.5 kg.

boats. fm'“no.ﬂ—lndustnal hsh.mg‘; """ Fishery products are one of the ELs
dustrial fishing uses boats of higher major trading items, but the balance
tonnage (over 500 gt}, but these are  js in deficit. Extra-EU imports of

becoming less frequent. They tend to such products have increased enor-

1-farming output, 1991 {tonnes live weight)

Fish Molluscs i
5 and shellfish L

S

IRL 10 485 18 600 29185




FISHING AND FISH-
FARMING

mously since the extension of £eo-
nomic zones, rising in value terms
from ECU 1 million in 1975 (EUR 9)
to 6.5 million in 1991 (EUR 12).
The EU imports the more expensive
species, catches of which have de-
clined, and also a great deal of fish
meal and oil. It exporrs mainly low-
value species, for which catches ex-
ceed demand.

Fish-farming

Fish-farming in the EU produces
934 000 tonnes, or some 14% of to-
tal fish catches and approximately
6% of the world fish-farming outpur,
as against 85% in Asia. Some
306 000 tonnes of fish are produced,
mainly salmon and wout. Denmark
(41 000 tonnes), France (39 350

tonnes) and Italy (31 000 tonnes)
together produce the bulk of the
199 000 tonnes trout. Fish farms
produce more salmon than are
caught by fishermen: 50 700 ronnes,
40 600 tonnes of which come from
the United Kingdom. Norway, how-
ever, with 1271 ()0 ronnes, is way
ahead of the EU in this type of pro-
duction. Carp production totals
29 000 tonnes. Eels {7 000 tonnes)
come mainly from the lagoons of

Ttaly (4 6007 tonnes.

Some 629 (H0 tonnes of molluses
and crustaceans, mainly mussels and
oysters, are produced. Spain, with
192 000 ronnes, supplies half the
363 000 tonnes of mussels produced
in the EU. France is the main oyster-




farming country, producing 158 000 -
out of the total of 163 000 tonnes.
Fish-farming is very much an up-
nd-coming industry. There were
gh hopes that it would offset the
duced fish catches but these hopes
have so far proved 1o be over-opti-
mistic. Nevertheless. fish-farming
chniques for the Juxury species
uch as turbot, bass, bream and
salmon are extremely important for
e economy of the European Union
and there is a good chance that, with
the development of improved rearing
techniques, the price differential be-
tween farmed and wild-caught fish
will be eroded and the rearing of
more mundane species such as cod
will become a viable proposition.

sz )’%g_

i

[ North-East Atlantic 4778
[ North-West Atlantic 133
[ Mediterranean 747
| Eastand Central Atlantic 495
Bl South-East Adaniic 95
] Western Indian Ocean 199
[ Odher 455

Total 6902




ENERGY

Energy conditions the
whole of economic and
social life: it is used for
heating, transport and
industry, and there is
hardly a single aspect of
daily life which is not in
some way dependent on
energy in one form or
another. Energy shortages
and fluctuations in the
price of oil have
repercussions on the whole
economy and can lead to
economic crises and
recessions. The largest
share of the European
Union’s (EUR 12) energy
requirements is met by oil,
which accounts for 43.5%
of gross inland
consumption. While solid
fuels (coal and lignite) still
account for 21%, nuclear
energy’s share is 13.5% and
natural gas, which is the
least-polluting source of
energy after
hydroelectricity, meets over
18% of energy
requirements. One of the
reasons for the marked
increase in the figure for
natural gas is concern for
environmental protection.
Renewable sources of
energy, of which
hydroelectric energy and
biomass constitate 95%,
account for 3.5% of energy
requirements. These
proportions remain much

the same when the three
new Member States are
added, with the exception
of the share for renewable
energy sources which goes

up to.4.5%. The difference

in consumption between
EUR 12 and EUR 15 should
be around 100 million toe,
which is an increase of 8%.
The three new Member
States do not produce
much energy and are all
net importers.

The EU is highly dependent
on non-Union countries for
its energy supplies; almost
half of its energy is
imported and oil imports
alone make up three
quarters of this total. There
has, nevertheless, been a
considerable reduction in
the EU’s (EUR 12}
dependence on energy
imports: prior to the first
oil erisis in 1973, the EU
(EUR 12) imported 64% of
its energy, 96% of whick
was oil, whereas 20 years
later 51% of its energy
came {rom outside the
Union, with oil’s share
down to 71%. The
reduction in oil imports is
largely due to the increase
in oil production in the
United Kingdem and the
considerable expansion of
nuclear power, production
of which rose from 44
million toe in 1980 to 166.7
million toe in 1989.

The final consumption of
energy, i.e. energy actually
consumed by final users,

decreased at the start of the
1980s because of the
economic recession and
energy conservation in
response to high prices, but
once this period was over
consumption started to rise
again and by 1992 it was
13% higher than in 1980.

During the same period,
economic growth measured
in terms of GDP, was
greater than the increase in
energy consumption, which
means/there was an 11%
reduction in the intensity of
energy used by the EU
economy (EUR 12).
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ENERGY SUPPLY

UK
EUR 12
EUR 15

The Eureopean Union cannot meet its energy requirements
and imports for around half of the energy it consumes,
although its level of dependence on imports has fallen

over the last 20 years.

Production

The Furopean Union produces
slightly Jess than half of the energy it
consumes, although this proportion
varies depending on the source of en-
ergy and from region to region. The
United Kingdom, for example, pro-
duced more energy than it consumed
during the 1980s thanks to North
Sea oil, but alter the 20% fall in its
oil production in 1989, it now has to
rely on imports to meet 4% of its re-
quirements. The Netherlands was
also a net exporter of energy at the
end of the 1970s and beginning of
the 1980s thanks to the country’s
abundant resources of natural gas.
Other Member States have reduced
their dependence on imports: some,
such as {reland, Denmark and
Creece, by tapping their deposits of

=}
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USA 513
Colo;nbia 13.9
Anstralia 17.9
i [lormer Soviet Union 5.0
Bl Poland 105
1 South Alrica 26.4

Other 14.0
natural gas, peat or lignite, and oth-
ers, particularly France, Belgium
and Spain, by turning to nuclear
power. Denmark’s reliance on energy
imports in 1992 dropped from 99%
of its requirements in 1980 to less
than 41%. while French imports
have fallen from 79% in 1980 to
55% of its total consumption. Ouly
Italy, Portugal and Luxembeurg
have failed to make any appreciable
veduction in their dependence on en-
ergy imports which, at 85%, 97%
and 99% respectively, remains very
high. Thanks to its production of nu-
clear energy, hydroelectricity and re-
newable energy, Sweden depended
on imports for 36.5% of its require-
ments, while Finland’s dependence
on imports stood at 57% and Aus-
tria’s at 66%.

Imports

It is obvious that the U cannot dis-
pense with energy imports. Since the
two oil crises of 1973 and 1979, ef-
forts have been made to reduce the




EU energy imports from third countries
in 1993 (million toe)
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ENERGY SUPPLY

Saudi Arahia

Norway

former Soviet Union
Iran
Libva

Other

88.6
73.3
60.2
56.8
52.8

133.5

proportion of oil imported and to di-
versify the sources of supply. OPEC
countries (the Organization of Petro-
leurn Exporting Countries) still sup-
ply 59% of the Community’s oil im-
ports, and though this figure is down
from 86% in 1980, it still amounts to
30% of the EU’s total energy imports
(EUR 12). Between 1980 and 1985,
crude oilimports fell by 36%, before

regaining ground again to reach 94%

of the 1930 figure in 1992, The re-
duction in imports has mainly been
felt by suppliers in the Middle East.
In 1980, Saudi Arabia supplied the
EU (EUR 12) with 36% of its crude
oil, but this figure {ell over the course
of the decade before rallying to 50%
of its 1980 level in 1993. On the oth-
er hand, Iran has increased its share
of the European market since the
1980s by tripling its exports to the
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EU (EUR 12), while Norwegian ex-
parts have multiplied by a factor of
1. The Gulf War and the sanctions
mposed by the UN have also
changed the composition of ex-
porters to the EU: Irag, which ac-
counted for 8% of the European
market in 1939, no longer features,
while imports from Kuwait are now
higher than in 1989.

Natural gas features prominently
amongst energy lomports, but the
EU's sources of supply are less diver-
sified than for crude oil since natural
gas requires the construcrion of
pipelines or liquefaction and regasi-
fication plants. The EU (EUR 12}
produces 60% of its own gas require-
ments, with 26% originating in the
Netherlands alone. No single foreign
supplier dominates the import mar-
ket, with the former Soviet Union
covering 17% of the European
Union’s (EUR 12) requirements,
Norway 9% and Algeria 11%.

The substantial drop in Community
coal production (EUR 12} has led 1o
a greater dependence on imports,
mainly from the United States
(27%), South Africa (23%) and
Australia (10%). Imports neverthe-
less fell by 16% in 1993 compared
with the previous year.
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1980 1981 19821983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993

LR 12
Libya
former USSR
Algeria
Norway

Production (million ) s

60134
76.8
820.3
141.4
1084.4

1992

s TImports {million t)

ETR 12
Libya

former USSR
Algeria

Norway

_ Nuraber of persons

* employed {1 000)

- 58275
64.4

14754
1040.4
11622

1993

EUR 12
Libya
former USSR
Algeria
Norway

b6 762.2
64.2
18138
12920
993.4

EUR 12
Libya
former USSR
Algeria

Norway

72758
54.5
1889.7
1 258.2
996.2



ENERGY
CONSUMPTION

A high proportion of primary energy (85%) is converted
before reaching the consumer: nuclear energy, for

example, is converted into electricity and crude oil into

refined produects.

Conversion of energy

Almost two thirds of the coal used is
burnt in thermal power stations to
produce electricity, and 22% is con-
verted into coke and coke-oven gas.
Some derived products pass through
further stages of conversion: for ex-
ample, 18% of the coke-oven gas
and 8% of petroleum products are
used to generate electricity.

All forms of energy conversion in-
volve energy losses, but the most sig-
nificant occur in the production of
electricity. In a conventional thermal
power station, around 60% of the
initial energy is lost during the con-
version process.

There was a 42% increase in the pro-
duction of electricity in the EU (EUR
12) between 1980 and 1992, due
mainly to the expansion of nuclear
energy, which accounted for 34% of
total electricity supply in 1992, al-
most the same proportion as solid fu-

els. Hydroelectricity supplies about
9% of the EU’s electricity. While pe-
troleum products were used for 23%
of electricity production in 1980, this
figure fell to only 10.7% in 1992,
Within the Furopean Union, the
structure of electricity production
varies widely from one Member State
to another. In France, for example,
nuclear energy accounts for 72.9%
of electricity production, whereas
thermal power stations in the United
Kingdom produce 74.6% of all elec-
tricity and hydroeleciricity has a
51% share of the total in Sweden.

The production of coke has followed
the same trends as the iron and steel
industry, falling by 38% between
1980 and 1992,

Oil-refining fell steaclily from 1980
to 1985, before gradually climbing
back up to just below its 1980 level
in 1992, The excess refining capaci-
ty which had existed since 1973 dis-
appeared in 1986 with the closure of
a large number of refineries.

Energy consumption

The final consumption of energy is
divided almost equally between
three main sectors: industry (29%),
transport {32%}], and the household
and tertiary sectors (39%). The
household sector alone accounts for
28% of the total. In industry and the
household and tertiary sectors, the
19305 began with a drop in energy
consumption, but by 1992 the fig-
ures were back up to 91% and 112%
of their respective 1980 levels. As the
economy stands at present, con-
swnption in industry is stable, but




has continued to rise in the transport
sector and the 1992 figure was 45%
up on 1980.

There was a 22% increase in petrol
consumption for road transport
while gas oil (diesel) consumption
doubled and now accounts for 43%
of all energy consumption in the road
transport sector. The proportion of
lead-free petrol has rocketed from
1% in 1986 to over 53% in 1993.

The conswmption of heavy fuel oil in
industry fell from 64 million tonnes
in 1980 to only 23 million tonnes in
1992. The main beneficiaries were
natural gas, consumption of which
rose by 18 million toe (up 36%), and
electricity (12 million toe or 25% in-
crease).

Whereas the consumption of petrole-
um products for household and ter-
tiary uses fell by 23% over the last
decade to 97 million tonnes in 1992,
solid fuels registered a 29% drop,
this fall being artificially cushioned
by the inclusion since 19971 of the
wrritory of former East Germany,
which is still a major consumet of
lignite. Natural gas consumption, on
the other hand, increased by 50%
due in part to the extension of the
European network, and electricity
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ENERGY
CONSUMPTION

consumption rose by 55% on ac-
count of the general increase in the
number of electrical appliances.

Trends in gas and electricity
prices in the EU between
1980 and 1994 (EUR 12)

Electricity prices for industrial users
rose appreciably between 1980 and
1985, stabilized for a while and then
dropped sharply between 1986 and
1988. They then rose again between
1990 and 1992 and have since been
relatively stable.

The price variations for domestic
users have been less marked, rising
slowly but steadily, and there is little

LT

Final consumption of energy in the EU (EUR 12} in 1992 {1 000 toe)

difference in the price levels in the
different countries.

There was a steep and steady rise in
gas prices for industrial users be-
tween 1980 and 1986, followed bya
sharp fall which lasted until 1989
and was most pronounced in 1980
and 1987. Prices started (o rise again
slightly in 1991 before levelling off
{t is noticeable that the higher the
level of gas conswmption, the lower
the price differences between the
Member States.

Domestic users saw prices rise up wi-
til 1985:806, before dropping be-
tween 1986 and 1987. They then
stabilized at a level which was slight-
ly higher than in 1980.

Sector Total products  Electricity  Natural Perrcleum Solid fuels

of which

Transport 246 398
205725

=

of which: road
S T

=

gas products
e
-

3770 214 242 413 =

- 214 205651 =

Ee
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AB: HT = not including waxes; HTVA = not including VAT TTC = including all taxes,




INDUSTRY

With an industrial produciion of ECU 2 610 billion in
1993, the European Union was the world’s leading
industrial producer. US production was ECU 2 543 billion
in 1993, that of Japan ECU 2 330 billion.

The four largest industrial countries accounted for 79.6%
of total EU indusirial production in 1993, Germany
(former West Germany) was easily the leader, accounting
for 32.3% of total output. France was in second place mth
18.1% of manufactured goods, while the respective shares
of the United Kingdom and Italy were 14.8% and 14.4%.

The four largest industries in the EU in 1993 {(based on
their share of total industrial value-added) were
electronics and electrical engineering, food, drink and
tobacco, transport equipment and the chemicals indusiry.

Between them, these four industries accounted for more
than half of the FU industrial value-added.

The European economy has gone through several cycles of
expansion and recession in the last 50 years. The lapld
growth seen in the European economy since the Second
World War came to a halt with the first oil erisis in late
1973. A farther oil erisis in 1980 was followed by another
widespread recession. A further slump (which also
affected the normally resilient Japanese economy) began
to affect most countries in 1992, though the United
Kingdom was hit a year earlier. Recovery in the European
industrial economy was still somewhat tentative into the
second half of 1994,




Manufacturing industry as part of the economy, 1991*
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Production and employiment
trends

Employment levels in manufactur-
ing fell from 27 million employees in
1980 to 21 million in 1993. The un-
employment rate reached 11.2% in
1993 and continued to rise in 1994,
This gradual decline in the European
industrial workforce was mirrored in
the USA, where there were 15.6 mil-
lion employees in 1993. However, in
Japan there was a moderate increase
in the number of people employed in
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manufacturing, the figure of 114
million employees being reached i

1992

EU industrial production (measured
at constant prices) grew at a steady
rate from the mid 1980s to 1991,
when production peaked at ECU 2
684 million. However, data for the
last two available vears show the ef-
fects of the recession with two sue-
cessive falls in output, production at
constant prices declining to ECU 2
577 millton in 1993, In Japan, out-
put in real terms displayed similar
trends ta those observed in Europe,
while American production growth
was far less marked during the sec-
ond half of the 1980s, although it re-
covered somewhat in the early

1990s.

The new Member States of
the EU

On 1 January 1995, Austria, Finland
and Sweden becamie members of the
European Union. Their industrial
structure differs from that of the
Member States of the 1994 Euro-
pean Union.

The major sector in Austria is the
agri-food and tobacco industry, ac-
counting for 13.5% of total industii-
al gross value-added in 1991; the
mechanical engineering and elec-
tronic and electrical engineering sec-
tors come in second and third place
with 8.6% and 8.3% respectively.

Finnish industry is highly ¢oucen-
trated in one sector, i.¢. paper, man-
ufacture of paper goods, printing
and publishing; this sector generated
20.6% of total industrial gross value-
added in 1992, contrasted with a
European average of 7.2%; with a
total of more than 70 000 employ-
ees, employment in this sector even
tops the construction and civil engi-
neering sector. As in Austria, the
agri-food and tobacco and mechani-




tal engineering sectors are also im-
portant.

In Sweden, the paper and paper
products industry (10.9% of gross
value-added) comes in second place
alter mechanical engineering (13.6),
asector in which Sweden has a
substantial number of multina-
tionals.

Sectoral analysis

Looking at the performance of the
mdividual industries in the Furo-
pean economy over the last few
vears, it is interesting to note that
there has been a distinet lack of
growth in the investment goods sec-
wor, with the notable exception of
ielecommunications, computers and
other high-tech industries, such as
medical equipment. Indeed, high
wechnology industries have been the
fastest growing in Europe, for exam-
ple, sectors such as pharmaceuricals,
plastics processing and computers.
The influence of trading patterns on
the performance of these sectors is

also of great importance. These sec-
tors were at the forefront of export
performance over the pertod 1986-
93, but at the same time they were
amongst the most vulnerable to im-
port penetration [rom foreign com-
petition. Hence, such industries are
very susceptible to changes in world
market conditions and are also vul-
nerable to modifications made by
regulatory hodies. Growth was also
realized by some intermediate goods
sectors {which were far more reliant
on domestic demand for expanding
ourput ). High growth rates were seen
in the following industries: rubber
and plastics processing, secondary
processing of metals and the soft
drinks sector.

Sectors reporting low growth (or
negative growth) tncluded industries
affected by changes in consumer
preference (the tobacco, alcohol and
fur products industries) or industries
affected by increased foreign compe-
tition (these included clocks and
watches and sports goods).

Austria:

. industrial indicators, 1991 (million ECU)

No of persons
emploved

Turnover

P
?g
P
I

e
e

i

o

Value-added at factor cost
of total manufacturing industry
in 1993 (%)

F 162

[ 12.2

UK 15.6

Source: DEBA.

Share of value-added and

employment in 1992
(%)

Value-
added *

Employment

" 1991 daa.

Cross value-added
at market
prices {units).

1921

|

Textiles, clothing,
leather and foorwear

e

1627

Other industries

151 9%6

3903
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Globalization and
competitiveness

With an expansion in the mannfac-
turing base due to increased output
from the newly industrialized coun-

tries (NICs), the European economy:

faces growing pressure on its tradi-
tional markets in the 19%0s. There is
a trend towards globalization of the
world economy (a process whereby
large firms resource all areas of the
world in the search for the lowest
costs and most efficient means of
production). This leads in turn to the
intensification of competition. Euro-
pean manufacturers are no longer
able to rely on traditional compara-
tive advantages. rather they have to
create specific competitive advan-
tages. Indeed. through merger activ-
ity many firms have lost their Euro-
pean identity, with the need to
become international plavers within
world markets. With the advent of
new technologies and production
processes (JIT — just-in-time tech-
nologies) manufacturers are able 1o
reduce their reliance on holding
stocks and hence exert more control
over their own production procgsses.
bl

EAH AR s S

Food, drinks and tobaces 128
Transport equipment 122
Chemical and synthetic (ibres 120
 Mechanieal engineering 100
ﬁ Metal products 84
@ Paper, paper produets, princing and publishing 7.6
?%"”,: RBubber and plastics 5.1
Non-metallic minerals 48
Morals {including iron and steel) 36
Timber and seouden furniture 32

& Tamwear and cloching 2.8

Procision instruments 15

Other manufacenring industrics 13

Source: DEBA.

Such savings in time and cost have
often been accompanied by job loss-
es, but have led to productivity
gains. [t would seem apparent that
EU manufacturers will have to con-
tinue to be at the (orelront of new in-
novations regarding design, market-

Finland:
industrial indicators, 1992 (million ECU)
No of persons Turnover Cross value-added
employed at market prices

(units)




F

Sweden:
industrial indicators, 1992 (million ECU)

g and cost saving measures in or-
der to maintain their current position
in most markets.

The White Paper on growth, compet-
itiveness and employment prepared
by the European Commission and
presented to the European Council
offered an opportunity to create a
new economic climate in Europe.
The White Paper identifies the need
for growth, while respecting the di-
versity of human and natural re-
sources. It confronts the dual prob-
lem of balancing two keyv policy
requirernents: creating employment
and equal opportunities within the
context of a ‘social Europe’, an® at
the same time increasing competi-
tiveness and facing the economic re-
dlities of the market-place.

Moreover, Comumission initiatives
have switched increasingly to ‘gener-
ic technologies” that can be usgd
across several industries and not
simply by one high-profile project.
The Commission hopes that trans-
Ewropean information and commu-
nications networks across Europe
can be substantially improved, for
example in the areas of telecommu-
nications and high-speed rail links.

Turnover Gross value-added
at factor cost




IRON AND STEEL

Other

! Tstimates.

Under the terms of the ECSC Treaty, the iron and steel
industry covers activities ranging from the production of
raw materials to that of hotl- or cold-rolled finished
products. [{s main consumers include the primary metals
processing, construction, transport and metalworking
sectors, making iron and steel a fundamental link in the
chain of vital production processes.

At the end of 1993, the Community
iron and steel industry employed
318 800 people and produced
132 400 tonnes of steel. Germany is
the largest producer in the EU, fol-
lowed by ktaly, and together they ac-
cowat for almost 50% of wotal Euro-
pean output. However, when
production is expressed as a percent-
age of GNP at market prices, it is in
Belgium and Luxembourg that the
iron and steel industry ranks highest.

Economic activity

Situated very far upstream in the
chain of industrial processes, iron
and steel is one of the first sectors afl-
fected by economic {luctuations.

BandL D

Thus, while production in industrial
manufacturing began its downtum:
in 1992, iron and steel production
was declining as early as 1990. Be-
tween 1990 and 1993, production
fell by 4.8% in volume and 13% in
value and employment by 11%. In-
vestments by the United Kingdom
and France were particularly low rel-
ative to their level of produetion.

External trade

Nonetheless, extra-European exports
increased by 50% i 1993. This was
mainly due to the rapid rise in con-
sumption in the People’s Republic of
China, with demand in other coun-
tries remaining very depressed. In-

B Ouvwut (coumtw/EUY (%) £

! Estimates.
Source: DEBA

Value-added at [actor cost/GNP (%)




Main indicators for the iron and-steel industry '
1983 1984 1985 1986 1987 1988 1489 1990 1991 1992 1993

e pEe

Net exports (million t) 10.3 14.3 16.6 137 1487 11.3 8.6 k2= 92.0 7.8 20.4

388.0 355.0. .

Employment. (1 000}

' 1963-85: LUR 10

deed, the volume of Chinese imports
from the EU more than quadrupled
between 1992 and 1993,

The terms of trade showed a marked
improvement owing to the decline in
imports linked to the recession.

Structure

The iron and steel industry continues

to suffer from excess production ca-
pacity. In 1993, production capacity
utilization was estimated to be 69%.

The European Comumission’s strate-

gy in this industrial sector has
changed considerably in recent

~ years. In the 1930s, it granted aid di-
* rectly or through the intermediarcy of
national governments to support the
iront and steel industey, while it is

- mow attempting to make this sector

increasingly competitive in order to e h i

ehmma'tt—: as much surplus capacity Eastern Europe {excluding Ruz;sia) ggg g gt]jl:;l ;22

as possﬂ)le. d Russia 13.0 UsA o202
ETTA 8.6 De 132
Other 8.0 Easiern Furope (excludipg Russia) 1.5
Usa 1.2 Russia 1.2
JAP 1.1 JAP ) 0.6

Trade figures for the iron and steel industry in 1993 (million t)

Seia o = : < S
Developed countries 13 258 6580 6678
of which: USA 6 089 141 5949

Japan 174 129 45

EFTA 3963 5356 -1388

Countries of Ceniral and Eastern Europe 806 4 390 -3583
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The chemical industry can be broken down into three
CHEMICAL main groups: basic organic and non-organic chemical
INDUSTRY products upstream, finished products, for example, |

pharmaceuticals, {ertilizers, detergents, etc. downstream,
and lastly, the artificial and synthetic fibres industry.

The European chemical industry is a
major industrial sector both in the
LU and internationally: in European
manufacturing it accounts for 12%
of value-added, 15% of fixed capital
investment, 30% of research and de-
velopment expenditure and 8% of
employment. The EU is the world’s
largest exporter of chemical prod-
ucts, and six of the world’s 10 largest
chemical companies have their head-
quarters in Europe.

Usa

Short-term indicators and
structural trends

Since the beginning of the 1990s, the
financial health of the European
chemical industry has been deterio-
rating. Cyclical and structural prob-
Jems are combining and may topple
Europe from its position of world
leader in the industry if measures are
not rapidly taken. At the end gf the
1980s, substantial investments gen-
erated sorplus production capacity
— a situation which, combined with
the fall in the dollar, has greatly de-
pressed producer prices (— 3% be-
tween 1990 and 1993) and profit 1 Svaps and detergents 1354
margins. The result has been a dete- - Other 20.28

[ rioration in the European Union’s 7 Estimates.

competitiveness, particularly pis-g- ~ Sewve: DEBA.

1990 52 1993

! Estimares.
Sources: Euvostat, DEBA.

Basic chemicals

Pharmaceutical products 23.77

Main indicators for the chemical industry ' ]

1963 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993

Net exports

{million ECU

15 049

Employment {1 000) 1744 1752 755 1748 1760 1760 1781 1785 1763 1701 1626

" Apparent consumpuon, production and employinent are estimaled.



us the USA. In 1993, production ar
current prices fell by more than 2%
i the European Union against an in-
crease of 16% in the LSA, with the
result that US production at current
eou prices now tops that of the Euro-
pean Union.

[tis mainly the basic chemicals sec-
wor which is experiencing these diffi-
culties, while pharmaceutical prod-
ucts, soaps, detergents and perfumes
recorded tangible production growth
of ahout 2% in 1993.

External trade

The European chemical industry im-
ports mainly raw materials and ex-
ports finished products. In 1993, it
saw & net improvement in its trade
halance owing to falling imports and
higher exports in all branches of the
industry.

Industrial structure

The pharmaceutical industry is
highly concentrated, with the six top
companies accounting for one  third
of the industry’s total turnover. The
three highest-ranking companies —
m terms of turnover — are Hoechst,
BASF and Bayer, all German. Indeed
Germany is the largest EU producer,
with more than one — third of Euro-
pean production in value terms. It is
followed by France, the United
Kingdom and Italy. Together, these
four countries are vespounsible for
more than three quarters of this
industry’s value-added in the EU.|

Chemical industry:

15 highest-ranking European companies in 1992 (million ECU)

Number
ol eraploye

Turnover Net profic

Country

22 060 306

BASF D

123 254

16 388

Imperial Chemical Industries TK 114 000

Rhéne-Poulenc D

11 938

Ruche Holding CH

Henkel D

Glaxo Heldings UK

Saurce: DABLE.

Trade figures for the chemical industry in 1993 [million ECU)
Trade b

e

Exports Imporis

Developed countries
of which: USA
Japan

EFTA

9170
4070
124937

9956
3698 378
13010 :

2 D01

Counuries of Central and Eastern Lurope 4302 2 301




MECHANICAL
ENGINEERING

The mechanical engineering sector plays a central role
among the manufacturing industries since it supplies
capital goods to other sectors. 1t is therefore very sensmve
to changes in investment levels in other sectors.

. Production and employment

Turnover in the European mechani-
cal engineering secror declined dur-
ing the latest recession of 1991-93
(from ECU 237 billion in 1990 to
ECU 216 billion in 1993, or almost
9%). The greatest downturns were
recorded in Greece {(— 13.8%), Spain
(- 23.7%), lraly (- 23.7%) and the
United Kingdom (- 15.8%). In con-
tfrast, turnover rose during the samne
period in Denmark (+ 8.3%) and in
the Netherlands (+ 15.1%). The de-
cline in sales was accompanied by a
{all in employment in the EU, from
2.43 million in 1990 to 2.11 million
i 1993, With the onset of the reces-
sion in 1991, as turnover began to
decrease, most companies did not
immediately make emplovees redun—
dant. This phenomenon — keefing

:
on workers when production and
sales fall — resulted in lower produc-
rivity levels. The redundancies of
1993 finally led to a rise in produc-
tivity in the EU mechanical engi-
neering industry, the first in three
years.

International trade

The decline in turnover would have
been even more dramatic had notan
upturn in trade, both intra- and ex-
tra-IEU, cocurred at the same time.
In 1993, the EU was the leading pro-
ducer of mechanical engineering
products in the world, followed
closely by the USA and Japan. In
that vear it exported more than a
third of its output, and the extra-El
trade balance at current prices
reached a historical high of ECU
443 billion. This record figure is



—T
1984

1 I 1
1933 1985 1836 1987

| Estimates.
Seurce: VEBA.

mainly due to the rise in extra-ET
exports, from ECU 68.9 billion in
1992 to ECU 75.1 billion in 1993.
Export intensity {extra-IEU exports
as a percentage of production) con-
sequently rose from 31.4 to 36.0%
during these same years,

The feared influx of cheap mechani-
cal engineering products from newly
indusirialized countries (NICs) like
South Korea, Taiwan, Hong Kong
and Singapore has not materialized.
In fact, exports to these countries in-

areased by 89.9% between 1988 and’

1993, while imports grew ‘only’ by

1 T b 1 1
1988 1989 1990 1991 1992 1993

ing countries. The market in exports
to developing countries is just as im-
portant as that to developed coun-
tries. However, imports from the de-
veloping countries are of far less
significance.

Food and chermical industries

Mining, iron and steel, construction 189

Transmission equipment - 5.0
6.9
36.3

37.2%. This example ustrates the
general trend in trade with develop-

Special equipment

Other machinery

' Estimates.
I Sewrce; DEBA.

Main indicators for the mechanical engineering industry !
1584 1985 1986 1987

7=

.

31034 33619 36896 35779 32360

2280 2284 2 359

2528

) 2 361 2314 2 340

' Apparent consumption, production and employment are estimated.



MECHANICAL
ENGINEERING

Maijor trading partners of the mechanical
engineering industry, 1993 (million ECU)

Imports
—

Developed connuies 33 899 27196 6703

of which: EFTA 12 152 11532 620
USA 12 638 9377 3311
Japan 1964 5 188 - 3224

Environmental concerns

Since the mechanical engineering in-

dustry places a heavy burden on the

environment in the form of solid

waste and air pollutants, a lot of em-

phasis was put on more efficient use

of [inite materials and the introduc-

tion of products based on renewable

resources. The industry is making ef-

forts to develop new technologies

that maintain the EU producers’

competitive advantage over other

major producers but which are less

environmentaily hazardous. One ex-

ample of such a technology is powder
metallurgy (PM). It is used to manu-

facture components made of alloys
and composite materials but with
considerably lower levels of waste
than other methods. The world mar-
ket for parts made with powder met-
allurgy was valued at USD 5 to 6 bil-
lion in 1990 but is expected to reach
a value of USD 15 to 18 billion by
the year 2000.

1983 1993

LU B Usa JAP

I Fstimates.
Source: DERAL






‘TRANSPORT
- EQUIPMENT
INDUSTRY

Ranking third in manufacturing, in 1993, the iransport
sector accounted for 12% of the manufacturing indusiry’s
output and employed 11.5% of its labour force. Motor
vehicle construction dominates the seetor, accounting for

more than 76% of production.

Production

The production of transport equip-
ment is concentrated in Germany,
France. the United Kingdom and
Italy. However, leaders vary hetween
sectors, with Germany dominating
the motor vehicle construction sec-
tor, with a market share of 43% in
1993, Railway rolling-stock manu-
facture is primarily in French hands,
while France and the United King-

Aireraft f3.67

Shipbuitding 4.94

Railway rolling-stock 222
@ Bicyeles and motor cycles 1.58
77 Motor vehicles 77.59
! Estimates.

Sowrce: DEBA

dom share more than 70% of aireraft
construction.

The past 10 years have seen a pro-
found change in the distribution of
production berween the EU, the USA
and Japan. From being the worlds
number one producer in the 1980s,
the EU forfeited this position. to the
United States and Japan between
1990 andi 1993.

Following the sharp growth of the
1980s, the transport sector has not
escaped the recession of the early
1990s. Production growth initially
slowed down in 1990 and 1991, to
become negative in 1992 and 1993
1993 was particularly unfavourable
with production declining by 13% —
contrasting with a decline of — 3.5%
in manufacturing — while redun-
dancies spiralled, reaching 6.7%
against an average of 2% in 1991
and 1992.

Structure

The changes in production tech-
piques introduced in the 1980s are
continuing, achieving ever higher
productivity levels and lower pro-
duction costs, without damaging the
quality of the product.

Net expots
{million ECU)

(;
&
i

Employment (1 000)

Main indicators for the fransport equipment industry ’
1985 - 1986 1087 1938 1989 1990 199 1993

27385 22471 21995 15848 14

‘é

253 14 159 5050 12594 18697

* Apparent consumption, production and employment are estimated.

Source: Eurostat, DEBA.




To achieve this, the industry is in-
creasingly having recourse to cooper-
ation agreements to produce vehicle
parts and/or specific models.

Many companies are trying to broad-
en their market and diversify pro-
duction which will also reduce their
wulnerability to short-term economic
savings.

Spurred on by ecological constraints
and the practical requirements of
daily life, a new car concept is
emerging: more ecological small city
“models as well as family cars with an
increasingly futuristic design.

The major events of 1993 and 1994
mclude the failure of the merger be-
tween Renault and Volvo, the BMW
purchase of the British Rover group
from British Aerospace and the ef-
forts to revive the economic fortunes
of the industry undertaken via the
transport sector: ‘the car stock
modernization subsidy’ granted by
the French Covernment to all new
car purchasers, the main proposals
contained in the White Paper aimed
at improving the trans-European
transport network, such as the
Channel Tunnel with its high-speed
Eurostar, and the development of a
network of high-speed trains linking
major European cities.

134

Trade figures for the tra_ns;)ort equipment indusiry in 1993 {million ECU)
Exports Ernports Trade balance

Developed countries 36 303
of which:US4A 14 169
Japan -3 744

EFTA 12012

S

Countries of Central and Eastern Evrope 3 149 1696 1752

T T T T T L I T 1

Employment.

! Estimates.

Sources: Eurostat, DEBA.,

EU

1 Estimates.
Sources: Burostat, DEBA.
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ELECTRICAL AND
ELECTRONIC
ENGINEERING

The electrical and ¢lectronic engineering industry
manufactures a wide range of products including
household appliances, compuiers and :
telecommunications equipment. The sector is vital for
development of Europe’s infrastructure. In terms of
employment and production value, it is one of Europe’s

major sectors.

In 1993, the industry’s production
value exceeded ECU 294 billion.
Over 2.6 million people were em-
ployed in the sector, making it the
most important industrial sector in
terms of employment. Ilectrical and
electronic engineering is strategic for
the development of the overall EU
economy. The sector’s companies,
with their innovative technologies
and products, boost the European
market for electrical and electronic
applications and promote technolog-
ical development in all sectors.

Production and employment

Over the period 1954-93, the value
of production rose by 72%, while
emplovment decreased by 9.4%.
Elecironics {telecommurications
equipment, consumer clectronics,
etc.) registered the strongest growth
and won a share of well over 50% in
the sector as a whole. In the medium
and long term, electrical and elec-
tronic engineering will continue to
benefit from high growth rates. the

liberalization and harmonization O
the market within the Union
rapid technological progres
overall value of production
creaséd by 4.6% in the 1991-9
cession due to a decling in cons
tion, increased interna
competition and, in some subseet
very depressed prices. The fig
conceal strong regional differ

During the recession, productior
sharply in ltaly (- 16.5%), Dent
(- 14.4%), the United Kingd
(- 12.6%) and France (- 9.7
contrast, during the same per
turnover rose in Ireland (12,6}
Creece (5.1%), Belgium and Lus
bourg (3.9%) and Germany (3.
In 1993, Germany accounted l
40.7% of total production, follps
by France (18.4%) and
(13.1%). The overall drop in eon
sumption and production duzing
recession was accompanied b
even larger downturn in employmen
(- 10.3%). This trend was obs
in all countries and led to significan
productivity gains (15.7%).

Main indicators for the electrical and electronic engineering industry '

S

Balarnce‘ of trade

1985 . 1987 1938

{raillion ECU)

Employment (1060} 2 942

i

2938 2 946 2 8959 2970

1989

66 —-14935 —17 989 -18 431 -

3020

1991 1992

1990

=
i
fg -

674 - 19773 =k

2973  282%

22

30

3 006

" Apparent consumption, production and emplayment are estimated.
Sonrce: Burostal, DEBA.




International trade

Higher productivity, combined with
mgjor investment in research and de-
velopment, was vital in. exder to com-
pete in the global market-place. The
liuropean elecurical and electronics
ndustry is the third largest producer

and exporter of electrical engineer-

mg products after Japan and the
United States. Despite improved effi-
genoy and productivity, the Euro-
pean Union has lost ground, espe-
oially to Japanese competition. In the
last decade imports from Japan and
the ‘Asian tigers’ (i.e. Korea,
Malaysia, Singapore and Taiwan)
have increased more rapidly than ex-
ports.

furthermore, the import penetration
rate has increased over the past
decade, with an increasing share of
EU consumption being produced
outside the EU,

Production um:remploymeni in the EU electrical

and electronics industry, 1993 (%) '

' Estimates.

B 1983 &
1 [Lsiimales.

Sources: Turostar, DEBAL

1993

Main frading partners in the electrical

and electronics industry, 1993 (million ECU)

[Cxports

Imports

Trade balance

T

Developed countries 32 887 52 57 - 19 689
of which: USA 10 924 22 529 - 11 605
Japan 2 38% 16 632 - 14 243
EFTA 14170 10 978 3192
Developing vo 20 706

Conneries of Central and Eastern Ewrope




FOOD INDUSTRY

The food, drinks and tobacco industry is one of the
European Union’s main industries. The sector employs
almost 2.35 million people and the total production value
was more than ECU 462 billion in 1993.

Production

In terms of production value, soft
drinks, mineral water, fruit and veg-
etable processing and cocoa and sug-
ar confectionery are the most impor-
tant sectors in the induscry. The
intermational recession also affected
the food mndustry, causing a signifi-
cant slowdown in the rather high an-
nual growth rates recorded at the
end of the 1980s. The value of pro-
duetion increased by only 3.4% in
the 1991-93 period which was, how-
ever, higher than the overall indus-
trial average. An interesting develop-
ment during the 1980s was
consumers’ increasing concern with
nutritional and environmental prob-

lems and a shift in consumer prefer-
ences towards processed products,
convenience foods and snack foods.

Employment

In terms of employment, bread and
flour products, meat products and
dairy products lead the field, em-
ploving over 1.1 million people in to-
tal. In certain countries about 20%
to 25% of employees in industry are
engaged in food processing, the sec-
tor being of particular importance
for Ireland, Greece, Denmark and
Spain. The recent recession had a
strong iepact on employment in the
industry: employvment in the Union
decreased by 5% over the 1991-93

500 -

400 4

300 4

200

1983

1 Estimates. -
Sources: Euroseat, DEBA.

1993




Main trading pariners in the food industry,
1993 (million ECU)

Deseloped countries 12 309 8014 4295

of which: USA 3775 2 546 1229
Japan 1950 104 1846
EFTA 4307 2 586 1721

Countries of Central and Eastern Europe 4 387 1648 2739

period, with Portugal (~ 15.8%) and  positive. The ElU is the largest global
the UK (- 9.4%) particularly badly  consumer and producer of protessed
hit. : food products, followed by the Unit-

ed States. Japanese production and
Trade consumption is increasing, relative to

Ouly a limited share of EU produc- both the United States and the EU

tion is exported to third countries
(6.7% i 1993). The main trading
partners are the developing world (in
particular Brazil and Argentina) and
the EFTA countries. Extra-EU ex-
ports showed moderate growth dur-
ing the 1980s and continued this
trend during the recession. Moreover,
intra-EU trade doubled between
1983 and 1993, The value of inter-
nal rade was 2.8 times that of extra-
EU imports and 2.2 times that of ex-
tra-EU exports. The trade balance
with all major trading partners was

3

W
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FOOD INDUSTRY

Bt At ST
S

4.5 VR T G T— T —r— T T T T 1
1983 1984 1985 1986 1987 1988 1989, 1990 1991 1992 1993
Export ratio + Import penetration ratio *
T Apparent consumption and production have been estimated.
2 Extra-EU exports as a proportion of EU production.
# Exra-EU exports as s proportion of EU apparent consumption.
Sources: BEurostar, DEBA.
Structure Nestlé {CH). Neverrheless, in many

market segments and regions, the
degree of concentration is still limit-
ed owing to the persistence of region-

Mergers and take-overs changed the
structure of the sector radically dur-
ing the 1980s. I'ood items are in-
creasingly produced and marketed
by a small number of multinatjonal
companies. This trend contifues,
with American firms particularly
strong in the market. Among the Eu-
ropean companies/groups, the
British are strongly represented. The
two major European companies in
this field are Unilever (UK/NL) and

al consumption patrerns.

Main indicators for the EU food processing industry !
1985 1584 1935 1986 1987 19887 1969 1990 1991 1992 1993

Balance ol trade

{million ECLT 1524 2324 3492 2822 3040 2423 4962 4 943 5408 6 601 5 850

i

Employment {1 000} 2 496 2472 2419 2376 2393 23582

2 403

" Apparent consumplion, production and employment are estimated.
Source: Eurostat, DEBA.




] o 10 15 20 . 25

! Estimates.
~ *Including estimates for the Netherlands.
~ Source: DEBA.



TEXTILES,

CLOTHING, LEATHER

AND FOOTWEAR

In 1993, the textiles, clothing, leather and footwear
industry’s share in the total manufacturing preduction
value was 5.8% for the EU, ranging from 2.5% in the
Netherlands te 20.7% in Portugal. The share in
production value has been falling in most Member States
since the 1970s owing to falling domestic demand and the
relocation of production to regions with lower production

costs, such as south and south-east Asia. In response to
these structural changes, the European industries have
improved productivity (through aatomation) and
concentrated more on high-quality products.

Production and employment

The increase in productivity since
the 1970s permitted a 5.2% average
growth rate in production value be-
tween 1983 and 1990, at the expense
of employment. All four subsectors
experienced a marked decline in EU
emplovment: in 1983 there were 3.7

Main indicators for the textile, clothing, leather

and footwear industries in the EU

1989 1990 1991 1992 1993

=

Employment (1 000)

Textiles ! 1720 1651 13592 1507 1416
Clothing ' 1287 1263 1198 1130 1056
Leather 52 49 ©46 45 42
Footwear 272 2749 274 258 239
Total 333 3242 3110 2 040 2 753

Index 100 97 93 88 83

million workers in the industry, but
in 1992 the figure dropped helow the
3.0 million mark. Furthermore, EU
production and employment appear
to be concentrated increasingly in
the southern Member States. In
1993, Portugal, Creece and ltaly
were the only countries in the EU
where the value of production made
up more than 10% of total manufac-
turing production value. Of these
three countries, Portugal was the
only one where employment grew
during the 10-year period to 1993
The decline in long-distance trans-
port costs prompted many European
companies in other Member States to
shift their activity from production
to distribution, which is part of the
service sector (and hence not covered
in this section). EU companies often
contract out part of their production
to firms in Fastern FEurope.

The long-term trends tewards a con-
traction and restructuring of the tex-
tile industry were reinforced by the
general decline in economic activity
in 1993. Turnover in textiles and
clothing declined in most Member
States as the recession affected EU
consurmer demand.



o

.

International trade

The EU is sell-sufficient in only one
of the sectors covered in this section,
namely the leather industry, It is a

EU 8 net importer of textiles, elothing and
D!? footwear. The lion’s share of its trade
D in textile and clothing is with its
GR partners in the Multilibre Arrange-
}}E : ment (MFA}. Under this arrange-
RL 8 ment, bilarerally agreed quotas were
I fixed at the beginning of the 1960s
NE _ between nine developed countries,
UK including the Luropean Economic

Community (the forerunner of the
EU) and 28 developing countries. Its
purposewas to liberalize world trade
in a way that would leave the textile
and clothing industries in the devel-
oped countries enough time 1o re-
structure. In December 1993, the
MFA countries agreed to integrate
EU B DK D GR E F IRL 1 NL P UK trade rules on textile and clothing
into the GATT (General Agreement
on Tariffs and Trade) hy the vear
iy 2005. 2

—104

—15

- 204

-25-

Sources: DEBA, OTLH.

Main trading pariners of the textile, clothing,

leather and footwear industry
in 1993 (million ECU).

Exports - Tmports Trade balance

=

Developed countries 17 828 12 092 5736
of which: USA 4123 - 1 466 2637
Japan 1985 654 1331

EFTA 8798 4011 4787

v L i

Countries of Central and Eastern Europe 4 593 4912 -319
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OTHER
MANUFACTURING
INDUSTRIES

Non-metallic minerals

Non-metallic mineral products are
used mainly by the construction in-
dustry. In 1993, the value of produc-
tion was almost ECU 95 billion,

down 4.3% from the 1992 level. Em-

ployment decreased in line with pro-
duction (5.3%) owing to the reces-
sion which hit Europe. The EU was
the world’s leading producer in
1993, with output far ahead of both
Japan and the USA. The sector had a
positive trade balance with all major
trading partners.

The non-metallic minerals sector is
one of the major users of fossil fuels,
The sector has made considerable in-
vestments to reduce pollution and
comply with legislation. However,

Production and employment:

“breakdown of other manufacturing industries by sector, 1993

Production
(mjliion ECU)

Employinent
{1000)

e

169 594

104 891 1066

" Estimates.

Sowurce: DEBA.

Average annual growth in production,

employment and produciivity

by sector, 1983-93 (%) '

Production ()

3

Employment  Productivity

Timber and wooden furniture

2.0 -1.0 2.1

Rubber and processing ol pl:

! Esiimates
* Production at constant prices, 1990 = 100
Source: DEBA.

emission problems are proving diffi-
cult to overcome.

Metalworking

This industry produces mainly for
downstreamn industries such as me-
chanical engineering, construction
and the motor industry. The down-
stream markers were hit hard by the
recent recession, Small and medium-
sized enterprises play an important
role in the production of metal
goods. In 1993, production fell by
7.7% in value terms, to almost ECU
170 billién. Employment was down
6.0%, although over 2 million peaple
were still emaployed in the sector. In
1993, the EU was the world’s Jargest
producer of metal products and con-
tinued to have a net trade surplus,
However, the wade balance deterio-
rated doe to falling exports and in-
creased imports.

Instrument engineering

The EU produces a whole range of
precision and optical instruments,
encompassing measurement and
monitoring equipment, medical, sur-
gical and orthopaedic equipment,
photographic equipment, and the
manufacture of watches and clogks.
The sector’s products are vital to oth-
er sectors, in particular microelec-
tromics.

During the decade 1982-92, the sec-
tor had recorded steady production
growth, and the number of people
working in the sector had remained
stable. However, the sector suffered
in the recent recession: employment
declined by 4.3% between 1992 and
1993, and the EU had a negative
trade balance with its major trading
partners.

Woodworking

Woodworking is one of the few sec-
tors where a number of bharviers to




rade still exist between Member

States. These should be removed in
order to increase intra-ILU trade. Ex-
tra-EU trade, both imports and ex-
ports, is also likely to increase. The
creation of the European Fconomic
Area and the treaties concluded with
anumber of Central and East Euro-
pean countries are important factors
in this context. The EU trade balance
was, and will probably remain, in the
red. Demand for this sector’s prod-
ucts is very heterogeneous and comes
mainly from two sectors: the build-
ing/construction industry and the
furniture industry. Inecreasingly
stringent rules relating to health and
the environment are likely to add to
production costs in the future.

Paper, printing and
publishing

Almost 1.4 million people were em-
ploved in the paper, printing and
publishing sector in 1993. The sector
had seen steady growth in the previ-
ous decade both in terms of produc-
tion value and employvment. Howev-
er, the recession caused a
turnaround, with employment
falling by 5.3% between 1991 and
1993, The value of production re-
mained stable. Higher concentration
in the Jast decade underpinned the
ongoing technological revolution in
printing and publishing. 1t would
appear that the new technologies
complement rather than replace the

‘written word’. The sector recorded a
negative trade balance in 1993.

Rubber and plastics

In 1993, over 1 million people were
emploved in the rubber and plastics
sector, which had a production value
of over ECU 20 billion. In value
terms, plastics processing was 2.9
timmes the size of the rubber sector,
where tyre manufacture accounted
for the largest share of production.
The main activity of the plastics in-
dustry is to convert plastic resins and
compounds into products. The sector
has registered high growth rates in
the past decade and has maintained
a positive trade balance. For hoth
subsectors, environmental problems
are a growing cause of concern. The
call for improved waste manage-
ment, and more specifically in-
creased product-recycling, will lead
to major investments in the future.

Other manvufacturing
industries

This category groups together jew-
ellery, musical instruments, photo-
graphic and cinematographic labo-
ratories, toys and sports goocf%, and
various other manufacturing sectors.
The sector had a high growth rate in
the past decade with a drop in em-
ployment and improved productivi-
tv. Taken as a whole, these other
manufacturing industries recorded a
trade surplus of ECU 8.1 billion. The
surplus was produced by the jew-

ellery sector and by other miscella-
neous industries. The musical instru-
ments, toys and sports goods sectors
showed a negative trade balance.

Balance of trade for other manufacturing industries, 1993 (million ECU)

Non-metallic
minerals

Metal articles

Ingtroment Wood Paper, Rubber Other
engineering processing prioting and plastics  manufacruring
and industries

publishing

1299.9

538.8 -1228.1 82.3

22533

-1111.9 33.9

10259

987.0 -876.2 -1925.6

2076.3

-7720.8 14515




BUILDING AND
CIVIL ENGINEERING

The construction industry generates approximately one
sixth of gross value-added in the EU economies. Its
production, in the form of buildings and other structures,
is classified as investiment in fixed capital and can be
divided into new house building, the renovation and
maintenance of existing houses, private and public non-
residential building and civil engineering (public works).

Industry structure

The industry consists of enterprises
varying in size, degree of specializa-
tion and type of customer. At one end
of the spectrum, craftsmen and arti-
san firms arve usually highly special-
ized in one product or technique,
employ only a few persons and are
active in the private housing sector.
At the other extreme are civil engi-
neering (e.g. roads, dams and
bridges) and industrial building {e.g.
factories) contractors. They deal
with lavge projects. often in coopera-
tion with many other contractors,
and work for the public sector
and/or large private firms.

In 1988, companies emploving fewer
than 10 workers accounted for
92.8% of all firms, bur only 438%

of employment and 36.1% aof
turnover. Furthermore, the structure
of the industry differs considerably
from country to country. For in-
stance, the average number of em-
ployees per enterprise in 1988 was
2.0 in Spain and 2.7 in the United
Kingdom compared with 14.5 in
Luxembourg and 15.3 in the Nether-
lands.

Markets

Although building {sstill mainly a lo-
cal activity, many large. companies
have extended their activities across
borders within the EU. Thev also
compete with large construction
companies from the United States
and Japan for contracts offered on
the international market. Many Eu-
ropean firms have long been active in
Africa and the Middle East and in re-
cent vears have expanded to South
and South-East Asia (especially
firms from the United Kingdom).




L1992 B 1989

! 1992 includes the former East Germany.
Source: FIEC,

e




BU".DING AND : Production

Within the EU, production in the
C|V". ENGINEERING construction industry suffered from

the stagnation in the gross domestic
product during the period 1991-93,
and also from a reduction in coy-
struction contracts from the public
sector. Many governments cut their
budget to reduce public sector
deficits. It is estimated that this led
to a 3.6% decline in employment in
the EU {excluding France, Greece
and Luxembourg) between 1992
and 1993, The corresponding figure
for EU jproduction (including
France. bur excluding Greece and
Luxembourg) was — 2.3%. The only
country in the EU where both pro-
duction and employment continued
to grow throughout the 1991-93 re-
cession was Germany. Reconstruc-
tion of the former Bast German
economy, supported by large grants
from the federal government, ex-
plain this trend. In West Germany
employment rose by just 1% and
production fell by 0.5% in 1993,
compared to increases of 10% and
21% respectively . the former East
Germany {both provisional esti-
mates).

Annual percentage variation in production
by the construction industry '

1985 1986 1987 1988 1989 1990 1991 1992 1993 19945

? Estimates.
® Torecasts.




0 10 20 30

! Fstimates.
ata for 1990,

Qutlook

At the Brussels stmmit at the end of
1993, the European Council ap-
‘proved the principles of the White
Paper on growth, competitiveness
nd employment which recommend-
ed greatly increased expendirure on
infrastructure. This should help civil
engineering contractors to recover
somewhat from the recession, al-
though much depends on interest
rate levels. The long-term prospects

40 50 60 70 80

for the residential building sector are
also determined by demographic
trends and differences in regional
growth rates.




SERVICES

The great changes laking place in today’s world, and
particularly in Europe, are closely linked to changes in
the economy as a whole and to the tremendous expansion
of the service sector in particular. Over the past two
decades, there has been a fundamental change in the
structure of the economy: whereas in 1970, the industry
sector was foremost in the European Union, accounting
for 42% of gross domestic product (GDP), in 1992 the
service sector was in the lead, accounting for 63% of
value-added and 62% of employment. This trend is
typical of the most advanced economies and is the result
of the spectacular expansion in services, particularly
transport, communications, banking, insurance, the
distributive trades and all kinds of business services,
which are setting up genuine networks of links between
businesses and between the various economic activities.

The ability of a product to compete depends on a variety
of services. Even before the production process begins,
services come into play in the form of feasibility studies,
market research, produci design, ete. Services such as
quality control, equipment leasing, maintenance and
repair are an integral part of the production process
itself. In the final stage, services play an essential role not
only in the advertising, transport and distribution of a
produci but also in after-sales support (maintenance,
repairs and client {raining, for example). Lastly, software,
accountancy, management consultancy, training,
telecommunications, insurance and financial
intermediation services are all crucial to the smooth
running of a business.




| . .
Services as part of the economy, 1991
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SERVICES IN THE
EUROPEAN
ECONOMY

Services account for almost three fifths of GDP and
employment in the European Union, and this figure keeps
on rising, especially for market services. Most service
firms are small or medium-sized.

Gross domestic product

In 1992, services accounted for ECU
3 255 billion, or 63% of the total
GDP of the European Union (EUR
12). The contribution of market ser-
vices has grown constantly over the
past decade, from 42% of GDP in
19860 to 50% in 1992 — outstripping
both industry and agriculture. The
share of non-market services in-
creased by onlv 0.1 of a percentage
point between 1980 and 1992,

The European Union, the USA and
Japan differ in several respects: ser-
vices account for the highest propor-
tion of CDP in the USA {70% in
1987) and for the lowest in Japan
(39% in 1992). Growth here has
been less regular than in the EU. the
contribution of services having borh

expanded and contracted over the
past decade. Japan is the only one of
the three zones in which industry has
grown more than services.

Employment

In 1992, the service sector employed
84 million people, or 61% of the to-
tal active population of the EU (EUR
12). The growth in the number of
service jobs was slower in the first
hal of the 1980s than in the second.
Between 1980 and 1992, the Com-
munity created almost 1.3 million
new jobs per vear in the service sec-
tor — twice the average in the econ-
omy as a whole,

In 1992, the service sector employed
74% of the rotal labour force in the
USA and 56% in Japan. The number
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of persons employed in the sector has
increased cach year since 1980 infall
three zones, hut ar varying rates: be-
tween 198{ and 1992, employment
grew more rapidly in the United
States (by 2.3% on average); the an-
mual growth rates in the European
Union and Japan in the same period
were 2.1% and 1.7% respectively.

mamimEmeE AP

This upward trend in the number of
jobs in services, particularly market
services, can be seen in all Member
States of the EU. Of the Member
States for which data are available,
Spain shows the fastest growth rate
of 33% between 1980 and 1992, fol-
lowed by Greece at 30%. Denmark

“and Belgium, with 10% and 12% re-

spectively, recorded the slowest
growth.
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! Micro-enterprises are firms eroploying
fewer than 10 persons.
The figures often exclude some
of the very smallest firms.

? Based on the number of employees.

3 1990 data.

+ 1985 daca.

5 1985 data.

Service firms

In 1990, some 10.5 million firms in
the European Union (EUR 12) were
engaged in service activities. On the
enlargement of the Union, this figure
rose to over 11 million in the single
market. Most service firms engage in
commercial activities: the distribu-
tive trades are often twice the size of
any other economic sector, acconni-
ing for 43% of businesses, 27% of
jobs and 41% of the total turnover of
the economy.

The average commercial firm in the
EU employs 7.6 persons, a number
far smaller than the average for oth-
er service enterprises, which is 13.9
persons, Measured by the average
number of persons employed, service
firms are smaller in the EU than in
the USA. The average commercial
firm in the USA employs 16.7 per-
sons; the average for other service
enterprises is 16.9 persons.

=,

20 OODT
i 15 000
10 000 4

5 000 4

! Léinder of the former Federal Republic of Germany.




Small and medium-sized
enterprises (SMEs)

SMEs play an important part in the
“economy of the Union, particularly
from the point of view of employ-
ment: m 1990, firms employving few-
cer than 10 persons, including the
self-employed, accounted for 94% of
the 11 million service firms in the
nion (EUR 12) and for 41% of all

workers . the service sector,

NB: Old Lénder; GR and IRL
LISA — GDP: 1987 data.
Sowrces: Burostar, OCDE.

s estimartes; EUR 12 — Employment: GR is excluded;
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Transport for hire or reward accounts for approximately
5% of GDP and 5% of total employment in the European
Union. Transport as a whole, both own-account and for
hire or reward, accounts for 30% of energy consumption
and has a serious impact on the environment.

Transport infrastructure

The EU has one of the densest trans-
port networks in the world. It is not
evenly spread, however, since both
the structure and the density of net-
works differ from one Member State
to the next,

At approximately 110 km per 1 000
km?®, the rail network is very dense in
Germany, Belgium and Luxem-
bourg. It is hali that density in Italy,
France, the Netherlands, the United
Kingdom and Denmark and less
dense still in the remaining Member
States.

Length of tronsport networks in 1992 (km} '

Motorways

11989,

* 1985,

T1990.

11891

Other roads

" 1988:

118 891

i

Inland
WaleIways

Railways

Germany, the Netherlands, Luxem-
bourg and Belgium have the densest
motorway networks {30 to 55 km
per 1 000 km*). The network is less
dense in Italy, France, the United
Kingdom and Denmark (10 to 20
km pert 1 000 km?) and very sparse
in the other Member States.

The Rhine, which is nagivable for
1 000 km, is the backbone of the in-
land waterway network; major
canals link it to the Meuse, the
Scheldt and, the Elbe and since
1992, to the Danube,

The bulk of sea transport is concen-
trated in some 60 ports, each of
which handles upwards of 10 million
tonnes a year, although only six of
them handle more than 50 million
tonnes a year: Rotterdam, the largest
port in the world, with 290 million
tonnes in 1991, Antwerp, Marseille,
Hamburg, Le Havre and London,
Except for Marseille, all these major
ports lie on either the North Sea or
the Atlantic Ocean.

Adr traffic is particularly densze in the
London-Paris-Frankfurt triangle.
Spain, France, ltaly and the United
Kingdom each have over 20 airports
with a traffic volume of over
200 000 passengers per vear; Ger-
many and Greece have 10 to 20 and
the remaining Member Startes fewer
than 10 each.

Transport infrastructure is a key ele-
ment in the completion and smooth
running of the single market and in
the economic and social cohesion of
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Saurces: Statistical data, Eurostat: Cartography and geographic information management, GISCOo. eurostat




TRANSPORT

Inland waterway

Agricultural products [ Metal produets
Foodstuifs I Mineral and building matevials

Solid mineral [uels Fertilizers

Petrolenrn products Chemical

Ore and scrap for the metal industry Manufactured articles

. tra- and extra-EU trade in goods in 1991

Total Sea Rail Road Air Tuland
waterways

| Imports:
million ¢ 637.0 193.0 49.9 279.1 0.3 1353
{%) 100.0 29.3 7.6 42.4 0.1 206

Extra-Community trade: |

roillion ¢ ) 303.5 200.0 3.9 57.2 4.2 173
(%} . 106.0 66.2 79 18.8 1.4 573

" Except. lreland,



Private Buses

{1000) (1000)

UK 21904 31

Transport equipment in 1992

HGYs Number of Number of

and other eommer- railway railway
cial vehicles passenger goods
coaches’ wagons

(1000}

b

623 334

1905 11 475 28 200

Number of
aireraft
over 9
tonne

]

S

Merchant
shipping

'Ineluding passenger railcars.

*Barges, self-propelled and otherwise.
*1991.

1990

the Union. They also contribute, to
economic growth and employment.
The European Union has therefore
launched a series of strategic projects
for 1995-2010 with the aim of es-
tablishing a genuine trans-Furopean
transport network in which the vari-
ous modes will be progressively in-
terconnected and integrated, extend-
ing and improving the national
networks to be incorporated into the
trans-European scheme.

Eventually, a trans-European rail
network with 70 000 km of track,
23 000 km of it high-speed, will link
most regions and accommodate
trains travelling at speeds of over
200 km per hour between the

* Tervitory before 3 October 1990.
“1989.
71988,

il

&
Union’s main centres of activity. The
trans-European road networl, once
completed, will total 58 000 k.
Some 15 000 km of road will be up-
graded for this purpose to high qual-
ity standards. The trans-European
fnland waterwavs network will com-
prise 12 000 km of navigable water-
way, and the trans-European com-
hined wansport network will consist
of 23 000 km of rail track plus a set
of bypass routes to minimize transit
times across built-up areas.

Goods transport

In 1991, 38% of the total tonnage of
goods transported in trade between
Member States was carried by road.
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Intra-EU trade ! by mode of transport in 1991 (%}
Road Sea Inland waterway Rail Other Total

million t % million t % wnillion t % million t % millien t % million t %

Perroleum products 5.4 3.1 72.8 42.3 262 17.0 1.5 09 63.2 36.7 1721 100

Metal products 24.5 437 13.9 24.8 3.3 a0 14.3 25.4 0.0 0.0 36.1 100

Manufactured articles 54.8 73.9 13.6 18.3 0.3 0.4 4.6 6.2 0.9 1.2 74.2 100

' Flow measured: imports.
Source: Comext-Trex,

. I
g I
'
Road Sea Inland waterway
Import Export Import Export Import Export
millien 1 % wmillion t % million ¢ % million t %  million % million t %

T f’.ﬁf ;

Petroleum products 4265 736 631 724 40 7 48 55 44 08 74 84

e

Manufactured article 28.0 53.0 18.0 43.3 16.0 31.5 13.3 357 0.3 0.5 0.8 21

Source: Comext-Trex.



Sea transport accounted for 26%
and inland waterways for 18%.
Fixed installations (oil pipelines) at
9% and rail at 7% were a long way
behind, followed by air transport,
which represented only 0.4%.

Road transport dominates the car-
riage of manufactured products
(74% of the net tonnage of manufac-
tured products traded between Mem-
ber States is carried by road), food
(60%), chemicals (55%) and agri-
cultural produce {54%). Sea trans-
port is used primarily for petroleum
products (42%), ferdlizers (39%)
and fossil fuels (33%). Ore and scrap
for the metal industry are first trans-
ported by inland waterway.

If all modes of domestic and interna-
tional inland freight transport {rail,
road, inland waterways) are taken
wgether, road haulage is heavily pre-
dominant, accounting for 88% of the
tonnage transported: 9.1 billion
tounes out of a total of 10.3 billion.
Within domestic traffic alone, as
much asg 92% of freight is carried by
road. However, two thirds of the ton-
nage of freight carried by domestic

road haulage travels less thain 50 km.
This proportion would be even larg-
er if transport by vans and lorries
with load capacities of less than three
tonmes were taken into account; since
these are used primarily for local
transport, however, they are not
counted in the above statistics. If the
ronnage transported is weighted by
the distance travelled to vield tonne-
kilometres, domestic road haulage
over less than 50 km accounts for
only 15% of the total. Heavy goods
such as minerals and building mate-
rials carried over short distances
dominate domestic road haulage,
while international haulage primari-
ly involves more bulky goods such as
manufactured products.

In total, road freight transport ac-
counts for some 73% of the 1 100
billion tonne-kilometres performed
in a year on European Union territo-
ry, rail transport for 18% and inland
waterway transport for 9%. Twenty
years ago, with 700 billion tkm, the
figures were 56, 30 and 14% respec-
tively. In absolute terms this means
that road haulage has doubled while

i
&

rail and inland waterway transport
have remained more or less stable.
One of the Union’s top priorities is to
develop combined rail/road trans-
port.

Another prospect for the future is to
transfer some road transport to
coastal shipping along the 56 000
km of European Union (EUR 12)
coastline.

For obvious geographical reasons,
maritime trapsport is the main mode
of trade with non-member countries,
accounting for 75% of imports and.
64% of exports. Road haulage ac-
counts ‘for only 5% of imports from
outside the EU (but for 18% of ex-
ports), while fixed installations (oil
and gas pipelines etc.) carry nearly
13% of imports.

In 1979, almost 30% of the tonnage
of the world merchant fleet belonged
to the EU (EUR 12); by 1992 this
figure had fallen to 15%, with an
equivalent loss of jobs in the sector.
The tonnage of ships sailing under
the open shipping register, common-
ly known as the flag of convenience,
rose in the same period: the percent-

Extra-EU trade by mode of transport in 1991 (%)

Rail Other Total
fmport Export Imporc Export Import .. Exporg
million t % million t % million ¢ % million %  million % million t %

33 04 33 38

142.0

579.2 100

Sowrce: Comext-Trex.

(31217
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TRANSPORT

Goods transport in 1991 and passenger transport in 1992

Total Road Rail Tnland Rail
wal l’\'\\"ﬂ.'}’
(million ) {rillion 1) (%) (million ¢} " (%) (milliond)' (%) {million
passengers)

335403 29342
aE *»ié\r ﬁ*:e% 2

244 34 0.0 0.0

)

15573

UK 1693.4

92.0

8.0 : : 744.8

! To avoid duplicating the tonnage transported from one Member State to another within the EU,
the EUR 12 total tonnage transported by rail or inland waterway is not gqual to the sum of the
tonnage of the 12 Member States. The tonnages indicated lor road haulage refer to transport by
vehicles registered in each Member State, and are therelore additive.

£1989.
*1988.
' 1990.

age of the world merchanr fledt reg-
istered in Liberia, Panama, Cyprus,
the Bahamas and Malta, for exam-
ple. has increased from 16% to 35%,
although some of these vessels be-
long to EU shipowners.

Container transport has expanded
strongly. Some 8% of the total ton-
nage of goods carried by sea in 1991
and 13% of the tonnage leaving Eu-
ropean ports were in containers;
however, only 6% of the tonnage en-
tering Furopean ports was container
traffic, owing to the different types of
goods imported and exported. In
Rotterdam, container goods ac-
counted for 17% of total tonnage,
42% of goods leaving and 10% of
goods entering. The figures for Ham-

burg were 29%, 45% and 21% re-
spectively.

Passenger transport

It is more difficult to assess passen-
ger ransport than goods transport,
since Commumity-leve] statistics are
still very restricted, covering only air
and rail travel. Most passengers trav-
el by road, rail and/or air.

In 1992, slightly more than 4 billion
passengers travelled by rail. More
than a quarter of these were in Ger-
many, followed by France with 829
million and the United Kingdom
with 745 million; the other Member
States accounted for only 36% of ro-
tal passenger traffic. The number of
rail passengers has remained virtual-




lythe same for the past 20 years. The
opening of the Channel Tunnel
should increase traffic, especially
passenger tralfic, between the Unit-
ed Kingdom and the Continent.

Alr traffic, expressed as the number
of passengers. has more than tripled
in 20 years and increased by 55%
aver the past seven vears. On the ba-
sis of the amount of traffic handled
by the major international airlines,
the United Kingdom, the Nether-

Commercial traffic at the main international airports in 1992

lands, France and Germany are well
ahead of the other Member States
with 111, 44, 37 and 33 billion pas-
senger-kilometres respectrively in
1992 our of a total of 293 hillion.
Most passengers — 65, 50 and 30
million respectively in 1992 — em-
bark or disembark in London
(Heathrow and Gatwick), Paris

(Charles de Gaulle and Orly) or

Frankfurr.

Airport Nurnber of Goods loaded
passengers embarking and unloadid

It:}k' dan-Ca éﬁgs
London-Heathrow (LK)

and diserubarking (1 000 ¢} {1 000)

' Provisional or estimalted.
24 N01

Wgr.
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TOURIS M Tourism is part of the mass phenomenon of personal
mobility, which emerged mainly in the second half of the
20th century and has seen a tremendous expansion,
especially in Europe.

The tourism sector comprises a wide variety of services
and industries: not just accommodation, catering and
travel services, but also craft industries, the
entertainments industry, banking, business services and
local-authority activities connected with national parks,
historic monuments, etc. It is therefore difficult to say
exactly where the tourism sector begins and ends.

Tourism in the economy as a the Gulf War crisis, seemed to be ta-
whole pering off in 1992, when a GNP con-
tribution of 5.53% was recorded.
Tourism linked with air wavel suf-
fered a pronounced slump. The two
market segments nrost seriously af-
The contribution of tourism to the  fected were incoming tourism from
gross national product (GNP} of the  yerseas, mainty from North Ameri-
Eurcpean Union (EUR 12) rose from ¢4, and intra-Eurepean tourism to
5.4% in 1988 to 5.64% in 1990, fol-  he Mediterranean — 1o Greece, for
lowed by a drop to 5.55% in 1991.  example. '

This slowdown, caused mainly by

The macroeconomic weight of the
tourism industry has grown con-
stantly over the past few decades.

The tourism industry is of enormous
importance to the labour market. In
1985, about 7.3 millien jobs in the
EU were directly attributable to
tourism. By the early 1990s, this fig-
ure had risen to approximately 9
million. The percentage of the work-
force employed in tourism rose with-
in the same period from 6.05% to
about 6.8% by 1992. The annual
growth rate in tourism employment
at the end of the 1980s wag roughly
0.2% — about 0.1% higher than the
average growth rate of the labour
market.

Two {urther aspects of the tourism
employment market are worth not-
ing. First, the incidence of illicit
working — chiefly unregistered,




eemporary employment during sea-
sonal peaks and assistance by family
members — is higher than in other
sectors of the economy, and this has
economic consequences. Secondly,
the rourism industry frequently of-
fers work in economically underde-
veloped regions and so systematical-
ly boosts the cconomies of outlving
areas.

Tourism makes a major contribution
to the balance of payments of many
countries. The highest gross receipts
from tourism in 1993 were recorded
by France (ECU 19.2 billion), Traly
(ECU 18.8 billion) and Spain (ECU
16.5 billion). Germany recorded the
highest expenditure at ECU 32.1 bil-
lion, followed by the United King-
dom (ECU 14.6 billion), Italy (ECU
12 bilkion) and France (ECU 10i9
hillion}. Spain (ECU 12.3 billion),
France (9.3 billion) and Italy (6.8
billion) had the highest balance-oi-

payments surpluses for tourism.

The EFTA countries accounted for
the largest share of tourism-related
monetary flows (balance of pay-
ments) in and out of the Union as a
whole.

" Approved hotels only. The total number is approximately 30 000,
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Difference in the number of
overnight stays, 1991/92 (%)

Residents Non- Total
rcsndpnts

" 1990/91 data.

Tourism in the balance of payments
(difference 1991/92) (%)

Rcce]pts Expenditure

EUR 12 8.7 13.0

In 1993, tourism receipts and expen-
diture for the European Union as a
whole (EUR 12) were almost identi-
cal (veceipts: ECU 92.9 billion; ex-
penditure: ECU 92.8 billion).

Outlook

Since tourism is affected by general
economic trends and political situa-
tions, forecasting is difficult. Annual
growth in tourism in the European
Union and the EFTA countries over
the next three vears can be cautious-
Iy predicted at 3 to 4%.

The EU and EIFTA may, however,
lose part of their share of main holi-
davs to extra-EU destnations in the
Far Fast and Fastern Europe. This
may be offset to some extent by the
continued growth in short-hreak
holidays and in international
tourism expenditure in general,




Main generating countries/in 1992
(figures based on overnight stays in all accommodation establishments)

First % Second % Third %  Fourth Share of
market ' market market market first and fourth

market (%)

Denmark

Greece

France

Italy Germany

ST = .
Netlwilands.. 41 B
Germany 50  United King

o

10 Netherlands

26  Norway
SR
' -

"The tourist markets are classified in order of magnitude.
‘Figures based on arrivals at the bocders (1989).

*Overnight stays in hotels and similar establishments only. .
' Lander of the former Federal Republic of Germany.
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MONEY AND
FINANCE

Progress towards econoinic and monetary union and
rapidly changing financial markets make it difficult to
provide a concise statistical overview of monetary and
financial matters. Although progress has been made, the
statistics collected by existing systems are not sufficiently
complete, comparable and meaningful, precisely at a time
when there is an ever-growing need for information.

The European financial area is gaining strength day by
day and the funds available within this area are
reinvested ever more freely by financial intermediaries
regardless of national borders. The appearance of new
financial instruments as a result of greater competition in
the financial sector is a further reason for needing to
revise the statistical systems.

Data on interest rates and public finances are essential
tfor assessing the economic convergence of the Member
States of the Union. Since the start of the second stage of
economic and monetary union on 1 January 1994,
statisties have been available on the general government
deficit and deb( in each Member State of the Unlon which
have been compiled using a common methodology.

The ecu, which is destined to become the EU’s single
currency, can be considered in the context of statistics on
the European Monetary System (EMS), of which it forms a
central element, and from the point of view of the
imporiant role it already plays on the financial markets.

Statistics on the EMS and on the use of the ecu on the
markets are directly avaijable and meaningful at
Community level. However, statistics on foreign-exchange
reserves are only really meaningful at the level of each
Member State. Prudence is called for when using such
data at aggregated levels (e.g. EUR 15}, or when making
comparisons with the USA.

In the purely monetary field, national money-supply data
based on banking statistics are not at present directly
comparable, and the concepts used al national level are
not transposable to Community level. However, work has
been completed on an inventory of the sources and
methods used in the compilation of banking statistics,
and further harmonization of the concepts relating to
banking statistics is being undertaken by the European
Monetary Institute.

Information on the financial accounts component of
national accounts is currently available only for certain
Member States, and the analysis frameworks have been




revised in order to describe current financial realities.
The financial accounts form part of the European system
of integrated economic accounts (ESA), which has
recently been revised by Eurostat along the lines of the
1993 system of national accounts {SNA) drawn up under
the auspices of the United Nations. The new system
provides for balance sheets in addition to accounts
showing financial flows, both types of accounts being
compiled using breakdown criteria that have undergone
substantial changes to take account of market
developments and the introduction of new financial
instruments.




PUBLIC FINANCES
AND OFFICIAL
RESERVES

General government deficit

and general government
debt

The convergence criteria for public
finances and the reference values

are clearly defined by the Treary on

European Union and the Protocol on
the excessive deficit procedure an-
nexed to it. With the implementation
of the second stage of economic and

Excluding gold

T T T T
1B 20 25 30 35

General government deficit '

1992 1993

% GDP - Million ECL

Million ECU % CGDP Million ECU % GDP

monetary union on 1 January 1994,
data on the levels of general govern-
ment deficit and debt reported by the
Member States to the European
Commission, evaluated on a relative-
ly homogeneous basis, are now avail-
able from 1990 onwards.

The new statistics are not compara-
ble with those previously pullished
in Purope in Figures. Public deficit
and debt now relate to general gov-
ernment as a whole as deflined in the
European system of integrated eco-
nomic accounts (E3A) (see the glos-
sary at the end of the chapter).

The only 'country with a surplus is
the Grand Duchy of Luxembourg,
where general government has a net
surplus over the entire period 1990-
94. All the other countries, with the
exception of Ireland, have deficits,
which increased as a result of the
1992-93 recession to levels some-
what higher than the reference value
(3% of gross domestic product).

The increased deficit fuels the pub-
lic-sector debt in nearly all the coun-
tries, although the debt in Germany,
France and the Unired Kingdom is
still below the reference value (60%
of GDP). Three countries have debt
which is greater than their GDP: Bel-
gium, Greece and ltaly.

Official reserves

Germany holds by far the largest of-
licial foreign-exchange reserves (ex-
cluding gold) of any EU Member
State, with around 24% of the EU
total at the end of 1993, followed by
Spain (13%) and the United King-
dom {11%). Two of the latest en-
trants into the EU, Austria and Fin-
land, hold relatively small
foreign-exchange reserves: excluding
gold, at the end of 1993, Finland
held 1.7% of the ISR 15 total, about
the same percentage as [reland, and
Austria 4.4%, a similar proportion ro




that of Portugal. Sweden. the third
new entrant, held approximately 6%
of the EUR 15 toral excluding gold at
the end of 1993.

Spain and Portugal have seen their
reserves increase steadily over the 10
years since they joined the EU, from
around ECU 17 and 0.7 billion re-
spectively in 1984, o ECU 37 and
14 billion in 1993 (all figures ex-
cluding gold).

At the end of 1993, the EU Member
States held approximately 32% of
wtal world reserves, compared with
0% held by Japan, 8% by Taiwan,
6% by the USA and 6% by the OPEC
countries. The proportion of reserves
held by Taiwan doubled over the pe-
rind 1984-93, and at the end of June
1994, its reserves stood at an all-
tme high of around ECU 75 billion
(USD 90 billion).

Given that it plays such a significant
part in the world’s econormy, it might
scern that the share of the USA in the
total of world reserves is rather
small. However, it should be noted
that the US dollar is one of the
largest components in various coun-
tries’ foreign-exchange reserves but
is obviously not included in the re-
serves of the USA itself,
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INTEREST RATES

Short-term interest rates —
overnight money rate

Following the period of relatively
high short-term interest rates in most
countries in the beginning of the
1990s, rates fell significantly in
1993 and the first nine months of
1994, despite short-lived increpses
in some countries in the summer and
autunn of 1993, during the period
when the currencies of certain coun-
tries in the exchange-rate mecha-
nism were under pressure. In the
summer ol 1994, rates in many
countries stood at their lowest levels

Overnight money rate (%)
GR E I IRL I

" Average over first nine months of the year.

for some years, particularly in those
countries which had experienced the
highest rates in recent years. How-
ever, at the end of the third quarter
of 1994 there were indications that
European interest rates may have
bottomed out, with increases in rates
in Sweden and the United Kingdom
following several earlier increases in

the USA.

As might be expected, in general
short-term infterest rates are lowest
in those countries with the best
record on currency stability, for ex-
ample Germany, Austria and the




Netherlands (the currencies of the
latter two countries being more or
less pegged to the mark). However,
in an attempt to stimulate economic
growth, some countries have reduced
their central interest rates substan-
tially, such that short-term rates in
the first nine months of 1994 were
on average below 6% in Belgium,
Finland, France, Ireland and the
United Kingdom, in addition to the
three countries previously men-
tioned, and were only just above 6%
i Denmark. Nevertheless, short-
term interest rates remain somewhat
higher in Spain, Italy and Sweden,
and far higher in Portugal and
Greece,

Short-term rates in the USA and
Japan have been far lower than in
European countries in the 1990s, al-
though in the USA rates started 1o
rise in early 1994 after some vears of
stability. At the end of October 1994
the US discount rate stood at 4%,
only .5% lower than in Germany, as
compared to a differential of 3.75%
12 months before. In Japan, howey-
er, the average level of short-term
rates in the first nine months of 1994
was only just over 2%, which is low-
er than in recent vears, the Japanese
central bank having reduced its dis-
count rate from 2.5 to 1.75% in Sep-
tember 1993, a level at which it re-
mained for more than 12 months.

|

Overnight money rate (%)

NL r FIN 5

Long-term interest rates —
yield on government bonds

The yield on government bonds is a
good indicator of long-term interest
rates throughout the economy, since
the government bond market is gen-
erally the largest and most liquid
sector of the capital markets.

The data given here in most cases re-
fer to secondary market yields on
government bonds with around 10
vears until maturity.

Yields fell significantly in all EU
countries in the early 1990s, with the
greatest falls in those countries in
which vields were previously highest.
However, in the first nine months of
1994, yields increased in all Member
States, amid fears of resurgent infla-
tion in the USA and increases in
short-term interest rates in the US
and elsewhere.

The yield on government bonds is
one of the convergence criteria re-
ferred to in the Protocol on the con-
vergence criteria which is attached to
the Treaty on European Union. This
means that the level of long-term in-
terest rates is one of the variables
which will be examined in dgciding
whether countries are eligible for en-
try into an economic and monetary
union.

The criterion on the convergence of
interest rates lavs down that, over a
period of one vear before the exami-

LK USA JAP

2l 7.5 12.3 103 116

13.3

! Average over first nine months of the year.




INTEREST RATES

2

nation, a Member State shall have
had an average nominal long-term
interest rate that does not exceed by
more than 2 percentage points that
of, at most, the three best performing
Member States in texms of price sta-

bility. It further lays down that inter-

est rates shall be measured on the
basis of long-term government
bonds or comparable securities.

Based on provisional dara on govern-
ment bond yields and inflation rates,

which will not necessarily be those
used in the official examination of the
convergence criteria, in June 1994 the
level of long-term interest rates in all
Member States with the exception of
Greece, Spain and Portugal were at
levels which satisfied this criterion. In
addition, government bond yields in
Finland, Austria and Sweden, who
joined the EU in January 1995, also
satisfied this criterion.

Yield on government bonds

Nominal yields

CR E F

IRL [

9.04 930 1146

NB: The Greele anrhorities have not issued any long- termn governmeni. bonds since 1988,
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The European Monetary System (EMS) was set up by the
Furopean Council on 12 March 1979. The aim in the short
and medium term of the EMS is to provide monetary and
exchange-rate stability in Europe, while in the longer
term the goal is price stability and a closer convergence of
economic policies at European level resulting in more
sustained expansion of demand and increased business
confidence. The EMS opens the way to economic and
monetary union (EMU). It has three main components: the
ecu. the exchange-rate mechanism (ERM) and the credit
mechanism, the administration of which is in the hands of
the European Monetary Institute (EMI), which took over
the activities of the European Monetary Cooperation Fund

(EMCF) on 1 January 1994.

The ecu

The Furopean currency unit {ecu) is
the principal component of the Euro-
pean Monetary System. Under the
terms of the conclusions of the Euro-
pean Council in Maastricht in De-
cember 1991, the ecu will become
Furope’s single currency on 1 Janu-
ary 1997 at the earliest and on 1 Jan-
uary 1999 at the latest.

The ecu is a currency valued in terms

of a basket of the currencies of the
]

Member States of the European

Composition of the ecu basket

3.3.1979

Union (EU) as ar 31 December
1994. Ar its inception on 13 March
1979, the ecu was made up of a bas-
ket of fixed amounts of the then nine
EU currencies and was identical at
the outset to the European Unit of
Account (EUA), Since its creation,
the ecu has beert redefined twice: in
September 1984, when the Greek
drachma became part of the hasker,
and in September 1989, when the
Spanish peseta and the Portuguese
escudo were introduced. These ad-
justments did not affect its external

17.9.1984 21.9.1989

DKR

_InL 0.00759

0.008781

LIT 109

140 151.8

UKL

0.0885

(0878 0.08784




B srn 891
B ke 266
B DM 32.09
DR ? .54
ESC 0.72
IF 20.37
[IFL 10.01
IRI. 1.06
LFR .52
B LT 8.47
E 4.96
B UKL:® 11.16

1 Caleulated on the basis of central rates
since 14.5.1993.

2 Notional central rates based on market
rates at 14.5.1993, since these countries
are outside the [LRM.

value. Under Article 109g of the
Treaty on European Union, the cur-
rency composition of the ecu basket
has been frozen until the single cur-
rency is introduced.

The ecu has two separate circuits: of-
ficial and private. The official circuit
concerns the creation and use ofithe
ecu by the monetary authorities of
the LU Member States. The private
ecu circuit concerns its creation and
use by the private sector (see next
section). The only link between the
two is that the ecu’s value in both s
tied to the same basket of EU cur-
rencies.

The official exchange rare of the ecu
pis-a-vis its constituent curiencies
and some 10 other currencies is cal-
culated daily by the Commission on
the basis of the composition of the
ecu basker and the exchange rates of
the constituent currencies at the time
of fixing. The ecu’s structure, Le. the
percentage share of each currency in

the ecu, can be calculated using ei-
ther the current central rates or mar-
ket rates.

Official ecus are created by the
transfer by each of the central banks
of the EMS of 20% of their gold and
20% of their dollar reserves o the
EMI {formally the EMCF). The EMI
in return credits these central banks
with an amount of ecus equivalent to
their gold and dollar contributions.
In practice, the creation of ecus takes
the form of three-month revolving
swap arrangements under which the
EMS central banks receive spot ecus
and at the same time sell to the EMI
the equivalent amount of ecus three
months forward. This swap arrange-
ment is renewed at the beginning of
each quarter. The central banks,
having regard to their reserve posi-
tions in gold and US dollars and the
current exchange rates, make the
necessary adjustments so that the
swap arrangements always cover
20% of their gold and 20% of their
US dollar reserves. The volume of
ccus created in this way increased
from ECU 31 billion in March 1979
to ECU 59 billion in April 1994.

o

On 1 January 1994, the EMCF was
dissolved and all its assets and liabil-
ities passed automatically to the Eu-
ropean Monetary Institute (EMI). In
accordance with its Statute, the EMI
receives monetary reserves from the
national central banks and issues
ecus against such assets for the pur-
pose of implementing the EMS
Agreement.

Within the EMS the ecu is used in a
variety of ways:

=45 a denominator for the exchange-
rate mechanism, All EMS curren-
cies have an ecu central rate, which
in the case of the pound sterling. the
Greek drachma and the Ttalian lira
are notional rates;

i
e

S

T

S

mas a reference unit for the operation
of the divergence indicator; this in-
dicator measures the divergence be-
tween each EMS currency and the
Community average as represented
by the ecu;

=as a denominator for operations in-
volving the intervention and credit
mechanism;

mas a reserve asset of central banks.

The exchange-rate
mechanism

The exchange-rate mechanism is
based ¢n a grid of central parities be-
tween individual currencies and be-
tween each currency and the ecu.
Untl 2 August 1993, the exchange
rates of the currencies participatng
in the exchange-rate mechanism (all
EU currencies except the Greek
drachma, which has never been a
member of the ERM. and the Iralian
lira and pound sterling. which left
the ERM in September 1992} were
not permirtted to diverge by more
than 2.25% (or 6% lor the Spanish
peseta and Portuguese escudo} from
their bilateral central rates in the
grid.

Intervention (carried out in principle
in participating currencies) is com-
pulsory when the intervention
thresholds defined by the fluctuadion
margins are reached. In addition,
when a currency crosses its ‘thresh-
old of divergence’, i.e. 75% of the
maximum spread of divergence for
each currency, there must be consul-
tations and the authorities concerned
are expected to take adequate mea-
sures to correct the situation, namely
through:

(a} diversified intervention,

(b} changes in domestic monetary
policy,
(¢} other economic policy measures,

(d) changes in central rates.

alalxal
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EMS central rates at &6 March 1995

DER

DR - 202 867

FF 6.40608

IRL 0.792214

162.493

In its 15 vears of existence, the EMS
has undergone 19 realignments of
central rates but, if the ltalian lira’s
parity adjustments and move to the
narrow band in January 1990 is ex-
cluded, there was no realignment be-
tween January 1987 and August
1992, However, the slowdown in
economic growth and the very high
levels of unemployment in all EU
countries, combined with fiscal im-
balarces in certain countries and po-
litical uncertainty linked to difficul-
ttes in ratifying the Treaty on
Eurepean Union, triggeredgse-rious
upheavals in the European currency
markets. As a result, there were five
realignments during the period from
September 1992 to May 1993, while
the [talian lira and the pound ster-
ling suspended their participation in
the ERM in September 1992, The
EMS crisis culminated in the deci-
sion of the Finance Ministers on 3
August 1993 to enlarge, ternporarily,
the fluctnation margins between ihe
component currencies in the ERM
from 2.25% to 15%.

On 1 January 1995, Austria, Finland
and Sweden joined the EMS, and on
9 January 1995, the Austrian
schilling joined the ERM, its central
rate against the ecu being fixed at
13.7167.

The credit mechanism

In line with the EMS central banks’
obligation to intervene, a credit
mechanism has heen set up with the
aim of increasing the credibility of
the exchange-rate mechanism.

This credit mechanism consists of a
very short-term financing facility
(VSTF), a short-term monetary sup-
port mechanism {STMS) and medi-
um-term [inancial assistance

(MTFA).

The VSTF is a mutual credit
arrangement for unlimited amounts
between the central banks of the
countries participating in the ERM
Its purpose is to enable Community
currencies to be used for compulsory
interventions to prevent margins be-
ing breached. After 45 days from the
day of intervention — except if an
extension is agreed — the debtor
central bank has to settle the cost of
intervention.

STMS is a svstem of unconditional
loans granted by the central banks to
one another and is based on a system
of quotas which determine each cen-
tral hank’s borrowing entitlement
and financing obligation. The dura-
tion of these credits is three months.

MTFA is designed for Member States
facing balance of payments difficul-
ties. In order to receive assistance,
the horrower country has to agree to
a. Tlun].ber Of GCOIIOH]jC ELTlCl IIIUTIH,EU'Y
conditions,

On 6 December 1994, Austria, Fin-
land and Sweden signed various in-
struments of monetary cooperation:
the agreements of 13 March 1979 on
operational procedures for the EMS,
and their accession to the agreement
of 9 February 1970 which set up the
STMS svstem. These instruments
came into lorce on 1 January 1995,

Since 1 January 1994, in accordance
with Article 1094(2) of the Maas-




richt Treaty, the EMI s responsible
or the admimistration of the VSTE
nd STMS. In addition, the EMI is
responsible for managing the bor-
owing and lending operations con-
Juded by the EU under the medium-
erm financial assistance [acility

The European Monetary
nstitute

The European Monetary Institute
EMI), was established in accor-
dance with Article 109f of the Treaty
on Buropean Union and has been in
gperation since the start of Stage 2 of
economic and monetary union. The
EMI, which is the forerunner to the
future European Central Bank
(ECB), is managed by a Council con-
sisting of a President and the Gover-
nors of the national central banks,
one of whom is Vice-President. The
main objective of the EMI is to con-
uibute o the realization of the con-
ﬁ]iiions necessary for the transition to
the third stage of economic and mon-
ary union. Its main tasks are as fol-
lows:

a0 strengthen cooperation berween
the national central banks;

o sirengthen the coordination, of
Member States” monetary policies
with the aim of ensuring price sta-
hility;
afo monitor the functioning of the
Buropean Monetary System;

ato hold consultations concerning
issues falling within the eompet-
ence ol national central banks and
affecting the stability of financial
institutions and markets;

ato take over the tasks of the FEuro-
pean Monetary Cooperation Fund;

ato facilitate the use of the ecu and
oversee its development, including
the smooth functioning of the eca
clearing system.

When Stage 3 of economic and mon-
efary union begins, the EMI will be
dissolved and its operations will be
taken over by the European Central

Bank (ECB).




THE ECU ON THE
MARKETS

In parallel with iis official use, the ecu has grown strongly
on the markets, where it is traded relatively independently
of its componeni currencies, its yields and its exchange
value only rarely being the same as the yields and
exchange rates ealculated for the basket. This trend is to
be seen both in the volumes traded and in the wide range
of financial instruments in ecus now available.

At the end of 1993, the total amount
outstanding on national and interna-
tional ecu bonds was ECL 130 bil-
lion, reprosenting between 4 and 5%
of the total for all currencies. I oth-
er types of securities are added to
this, the total is EC1J 190 billion
(source: BIS). Such securities include
short-term treasury bills {in the
United Kingdom and Italy), com-
mercial paper, cerdficates of deposit,
mediam-term notes, etc. Ecu bonds
are actively traded. A look at the to-
tal volumes of business dealt with by
Cedel and Euroclear reveals that
from month to month the share of
the ecu is never below 10% of the
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averall market in all currencies. Fur-
thermore, ecu Furobonds are the
most dynamic segment of the Eu-
robond market in. European curren-
cies. 1991 was a vintage vear for the
primary 'market in ecu bonds, with
gross issues totalling over ECU 34
billion. Since then there has heen a
decline in the volumes issued, as a
result of political events, especially
the Danish ‘no’ in the May 1992 ref-
erendwmn and the close-run ‘ves' in
the French referendum. and of mon-
etary developments such as the with-
drawal of the pound sterling and the
lira from the exchange-rate mecha-
nism, the devaluation of the peseta
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THE ECU ON THE
MARKETS

and the escudo, and the widening of
the fluctuation margins of the cur-
rencies in August 1993, In the next
few vears the market should be kept
buovant by a major wave of redemp-
tions, since about ECU 20 billion per
year is coming to maturity in 1994,
1995 and 1996. The spot market in
escu interest rates is based on ecu de-
rivatives such as swaps, options and
futures contracts traded on the
LIFFE and MATIF markets.

At the end of 1993, private ecu de-
posits in banks totalled ECT 198 bil-
lion, t.e. 5.05% of all outstanding in-
ternational claims on banls.

The Ecu Banking Association (EBA) i

and the Bank for International Set-
tlements (BIS) are jointly responsible
for clearing ecu transactions. An av-
erage of ECU 50 billion is now
cleared daily, and the figure has been
rising steadily. A private clearing
systern for the ecu, the Clearing Bank
Association, wag set up in 1994 w
cover Central and Eastern Europe.

So that it can better monitor the
trends in eco interesi rates, Eurostat
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manages its own ecu yield curve. Tn
conjunction with conclusive, recog-
nized evaluation methods, it has
been providing reliable and accurate
daily yield figares since September
1992 for any rerm between one and
10 years. The curve allows a yield to
be read off for any given term, so
that useful comparisons can be made
with ather major currencies or with
the theoretical ecu cuvve, Le. average
vield weighted by the weights of the
currencies making up the ecu.

The ecu is also an instrument for set-
tling commercial transactions which
i used not only by the European in-
stitutions but also by private compa-
nies. Lurostat already has qualita-
iive data on who uses the ecu as a
payment currency and is working to
provide quantitative data in the near
furure,




NATIONAL
ACCOUNTS

Gross domestic product (GDP), which is one of the main
national-accounts aggregates, represents in a concise
form the activities of economic operators within a given
economic territory. It corresponds to the cash value of all
goods and services produced by economic units within a
given period less the value of intermediate goods used in
the production process.

Three different approaches may be used to calculate and
present GDP, based on output, income and expenditure.
In the last approach, GDP covers the goods and services
which comprise the final consumption of households and
the collective consumption of general government,
together with gross fixed capital formation and the
balance of imports and exports.

GDP is calculated in accordance with a system of national
accounts which in the case of the Member States of the EU
is the European system of integrated economic accounts
(ESA). This system comprises a coherent set of detailed
tables and accounts which reveal various aggregates, the
most important of which is GDP. These aggregates are
essential indicators for macroeconomic analysis and
economic policy.

National accountis serve as the basis for the fundamental
options in the Furopean Union’s common policies. The
indicators, especially GDP and GNP {gross national
product) are reference points for fixing the budget
contributions of the Member States and for the structural
measures taken for the purpose of economic and social
cohesion. The arrangements for economic and monetary
union provided for under the Treaty of Maastrichi draw
on criteria which are defined on the basis of national-
accounts data.
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GROSS DOMESTIC
PRODUCT
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The figures for the years covered in this publication are
based on the GDP of the enlarged European Union
including Austria, Finland and Sweden even though they
did net become members of the Union until 1 January

1995.

In 1993, the GDP of the EUR 15 amounied to ECU 5 906.4
billion, while the figures for the USA and Japan were ECU
5 417.3 billion and 3 617.3 billion respectively. If
expressed in ecus, the GDP of the European Union is thus
equivalent to about a quarter of the GDP of the entire
world economy. However, these three major powers’
shares of total GDP is significantly changed if the figures
are expressed in terms of purchasing power standards
(PPS) instead of ecus. While the Community’s share
remains fairly constant in both cases (40% and 41%
respectively), the USA figure goes up by 6% and that for

Japan decreases by 7%.

Almost 74% of the EU’s GDP is generated by four Member
States — Germany, France, Italy and the United Kingdom.
Four other Member States (Ireland, Luxembourg,
Portugal and Finland) account {for only 3.3% of the
Union’s GDP. Member States’ shares of Union GDP vary
considerably depending on whether the figures are

expressed in ecus or PPS.

Per capita GDP

Per capita GDP is often taken as a
measure of a country’s standard of
living, but here differences between
PPS and ecu data are quite striking.

Because of the high price levels in
Denmark, for example, the country’s
per capita GDP in terms of PPS is
4 439 lower than the figure in ecus.
Another example which illustrates
the differences between GDP figures
in ecus and in PPS is the fact that
Luxembourg’s GDP is 3.7 times
higher than Portugal’s in ecus but
DIﬂ\' 2.3 times hwhel when ex-

pressed in PPS. It is also interesting
to see that while Japan’s per capita
GDP expressed in ccus is almost 80%
higher than the EU average for
1993, it is only 20% higher in real
terms. In the USA, GDP is around
one third higher than the EU average
for 1993 in ecu terms but is almost
44% higher when expressed in PPS.
Indices based on PPS data thus sig-
nificantly reduce the differences in
standard of living between countries,
The richer countries are in fact not as
rich as the data based on current ex-
change rates would suggest, while
the less favoured countries are not as
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badly off as it seems from the calcu-
lations in ecus based on these ex-
change rates.

Gomparisons using PPS are particu-
larly useful when exchange rates are
shifting quickly. Thus, between 1990
and 1993, per capita GDP in Japan
expressed in ecus increased by al-
most 55% as a result of the sharp rise
of the ven against the ecu, while in
real terms {i.e. i PPS), the increase
over the same period was only

17.3%.
GDP, and especially per capita GDP,

is often wsed as an indicator of a
country’s standard of living and so-
cial progress, but there are some dis-
advantages in this. The fact is that
GDP is also influenced by factors
such as the effects of a harsh winter
or an increase in road accidents
which do nothing to improve peo-
ple’s well-being. Furthermore, 1t is
an average and sayvs nothing abour
the distribution of GDP.

GDP by region

Comparing the regions of the Euro-
pean Union reveals even greater dif-
ferences in per capita GDP than
those found between the Member
States (per capita GDP is in fact used
as a criterion for the allocarion of
funds from the European Regional
Development Fund). The less
favoured regions — i.e. those where
GDP is below the Community aver-
age — are situated on (he edges; of
the Community in mountain areas,
in areas with a low level of industri-
alization and in areas where the old
industries are in crisis. The richest
regions are along the London-Milan
axis and arvound separate centres
such as Hamburg and Copenhagen.
These are highly populated regions
with a concentration of growth
industries and intense business
activity.

Trend in GDP

Comparison over time is meaningful
only if it is expressed in volume
terms, i.6. the results of several suc-
cessive vears must be related to base
year prices which are kept constant.

A volume comparison {i.e. at con-
stant prices) of per capita {GDP for
1980 and 1993 shows that the EU
average rose over this period from
ECUI9 830t 11 670, an increase of
about 15.7%. Over the same period,
the figures rose from ECU 20 280 to
24 880 (+22.7%) in the USA and 12
650 t0 18 710 {(+ 47.9%) in Japan. It
was thus in Japan, where GDP in-
creased by almost hall, that growth
was most spectacular,

Growth was rather varied within the
EU. From 1980 to 1993, per capita
CDP in Cermany expressed in ecus

“increased by much less (+ 8.3%)

than the EU average ({18.7%), but it
should be remembered that this was
due to the elfects of Cerman unifica-
tion. ‘

b
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1990 1993

ECU PPS ECU PPS

18 690 17 046 20 097

o

AP ' 13700 16286 20014 19 099

' Break in the series beoween 1990 and 1993 hecause of German unification.



The increases in per capita GDP in
France (18%), the Netherlands
(17%) and Greece {12%) are also
helow the EU average. However, it
should be borne in mind thar in
1980, the per capita GDP of these
countries expressed in sens was, with
the exception of Greece, already
above the average.

Over the period 1980-93, the in-
crease in per capita GDP was above
the Community average in Luxem-
bourg (73%), Belgium (21%]), Ire-
land (61%}, Portugal (29%), Spain
(31%). the United Kingdom and 7 : ;
Denmark {both 25%) and ltaly i
(22%). Of these countries, Portugal,
Ireland and Spain had a particularly
low per capita GDP in ecus in 1980,
It is interesting to note that Den-
mark, where per capita GDP was al-
ready the highest in the EU in 1980,
nonetheless had above-average
orowth in this national-accounts
aggregate between 1980 and 1993,
The figures for the new Member
States are all slightly above the Com-
munity average.

o
~

26 009

24 000 - ——————
22 000 4

R

20000 4 T e

reEne o
o st 8

18 000 ~ I et
16 000 - ot

14 000 ="
o
uwﬂ“‘wwww

12 000 4

10 0G0 A

— —

1980 1981 1982 1983 1984 1985 1986 1987 1988 1939 1990 1991 1992 1993

§ 000

USA mEvm R EE AP

menrmunmsems TR 15!

! Break in the series between 1990 and 1991 becanse of German reunification.



USES OF GDP

The most common approach in analysing GDP involves
final uses. This analysis, which involves breaking down
the final uses of GDP into various subaggregates, reveals
to what extent the goods and services produced by the
economy of a country or imported are used for private
consumption, public consumption, gross fixed-capital
formation or exporis.

For the EU as a whole, the final consumption of
households accounted for approximately 61% of GDP in
1993, with the government secilor accounting for 20% and
fixed-capital formation 19%. In the USA, 67% of final
uses were accounted for by household consumption, while
the corresponding figure for Japan was only 59%. The
government sector accounts for 18% of GDP in the USA
and 10% in Japan. The USA uses approximately 15% of
final domestic consumption for fixed-capital formation;
Japan, however, invests one third.




Uses of GDP

For the consumption of households,
the per capita figures are around the
BU average for the majority of EU
Member States, with the exgeption of 704
Denmark (56%), Austria (56%),
Sweden [56%) and Greece (68%).
These differences depend to a large
extent on how certain spending, such
as expenditure on health, is elassi-
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Uses of per capita GDP:
main uses of final domestic consumption

(ECU, 1985 prices)
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USES OF G

DP

surmption, as happens in Deénmark.
Alternatively, they are regarded as
market services and come under the
final consumption of households. In
order to obtain more meaningful in-
ternational comparisons, these types
of services are often transferred from
government to household consump-
tion.

Fixed-capital formation constitutes a
relatively high proportion of {inal
domestic consumption in Luxem-
bourg, Portugal and Austria; the
proportion is relatively low in the
United Kingdom and Sweden.

Comparing per capita absolute val-
ues reveals figures for the various
Member States which differ sharply
from the Community average. In

1993, for example, the per capita fi-
nal consumption of households
amounted to ECU 7 658 (at 1985
prices) for the EU as a whole; the fig-
ure for Luxembourg is 27% higher
and that for Portugal 60% lower
than this average.

In 1993, government consumption
in Sweden was 2.2 times higher than
the EU average (ECU 2 058}, while
in Denmark it was almost twice and
in Finland 1.5 times the EU average.
In Portugal, on the other hand, gov-
grnment consumption is only 29% of
the EU average and is equivalent in
real terms to only 13% of the
Swedish {igure.

In 1993, gross fixed capital forma-
tion (GFCF) per head in the Com-




munity averaged ECU 2 375; the
figure for Luxembourg was twice as
high and that for Greece 60% lower.
Yery detailed study of final uses re-
veals differences in how the Member
States use GDP, as well as changes
gver dme (see Section 9.3).

Trend in final uses of GDP

Gomparison over the period 1980-
93 shows that household consump-
tion in the EU increased in volume
by 24%, public consumption by
19% and fixed-capital formation by
12%. Private consumption in Japan
went up by 41%., but rose less than
investment, which jumped by 62%.
The greatest increase in household
consumption within the EU was
recorded in Portugal (+ 66%),
whereas in Sweden the increase was
only 15%. As for consumption in the
government sector, the increases
were greatest in Spain (+ 60%) and
Portugal (+ 38%). In Germany, per
capita consumption i the govern-
ment sector did not increase between
1960 and 1993.

Fixed-capital formation fell in Fin-
land (- 29%) but there was a dra-
matic rise in Luxembourg (+ 67%).

I




CONTRIBUTION OF
THE VARIOUS
BRANCHES OF
PRODUCTION TO
GDP FORMATION

Gross domestic product broadly constitutes the sum of the
figures for value-added (total production less
intermediate consumption) of the various branches of
production. Taking value-added as a basis, it is possible
to find outl which branches contribute to GDP formation,

Updated figures on value-added are
available for six major branches of
production in the EU and Japan for
1992 and in the United States for
1989. If value-added in these three
major economic powers is compared,
congiderable differences also emerge
for the most recent year for which
figures are available.

The differences are smallest in agri-
culture. The “fuel and power prod-
ucts” branch represents the largest
share of value-added in the EL.
whereas it Japan it has the smallest
share. The share of value-added ac-
counted for by manufacturing is
eight points higher in Japan than in
the United States. The largest sectors
in Japan are manufacturing and con-
struction, while the largest in_ the
United States is market serviced. In
Japan, the share of value-added ac-

counted for by non-market services
is approximately hall that in the
United States and the EUL

Looking at the period from 1980 un-
til the last vear for which data are
available, it can be clearly seen that
the trends are very similar in the
three major economies, The strue-
tural changes are clearly discernable.
The shares of GDP accounted for by
agriculture, manufacturing and con-
struction (except in Japan) are de-
clining. The share represented by
market services, on the other hand, is
either increasing or’is stable (as in
the United States). Only in the “fuel
and power products” and ‘non-mar-
ket services’ sectors can differing
trends be seen.

In 1992, the differences hetween EU
Member States as regards the shares
of value-added accounted for by fuel
and power produets and construc-
tion are very small. Agriculture’s
share, on the other hand, is 10 times
larger in Greece {17%) than in Ger-
many (1.7%), Luxembourg and the
United Kingdom (both 1.5%). Itisin
Ireland that industry makes the most
significant contribution (29.4%);
this figure is more than 10 percent-
age points higher than in the Nether-
lands, where market services make
the largest contribution to GDP, with
55.6% — some 16% higher than in
GCreece (39.5%). As regards non-
market services, Denmark has the
highest share with 22.7%., twice the
figure in the Netherlands.
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CONTRIBUTION OF
THE VARIOUS
BRANCHES OF
PRODUCTION TO
GDP FORMATION

Contribution of the various branches to gross value-added

in 1992 (% at current prices)

Agriculture Fuel and Manufactured  Constructien Market
power products products services

' Excluding the new German Linder,

Non-market
services

13.8







THE EUROPEAN
UNION’S
INTERNATIONAL
TRADE

The European Union is an
area that is very much open
to the outside world. The
degree of openness
(expressed as the ratio of
the average value of exporis
and imports to GDP) is 9%
(excluding trade between
the Member States of the
EU), compared with 7% in
the case of the USA and 6%
in that of Japan. The
pattern of the EU’s trading
relations is the product of
geographical
circumstances, the
historical events which
have occurred since its
creation and the various
agreements which have
been concluded at an
international level. The EU
is the world’s biggest
exporter and importer of
goods and services and a
leading contributor to
_international {lows of
direct investment.

The entry into force of the
Treaty on European Union
on 1 November 1993 was
an essential siep in the
development of the EU
which gave it an even
stronger profile on the
international scene.

The vear 1993 was also
marked by events with a
major impael on
international trade and iis
institutional framework in
which the EU played a
crucial role: witness the
successful conclusion on 15
December 1993, after seven
years’ work, of the trade
negotiations conducted by
the Negotiating Committee
of the GATT (General
Agreement on Tariffs and
Trade). The same vear saw
the ratification by all the
Member States of the
Agreement on the creation
of the European Economic
Area, which entered into
force on 1 January 1994,
the commencement of
negotiations with Ausiria,
Finland, Sweden and
Norway culminating in the
signature of the Accession
Treaties on 24 June 1994
and (after the negative
resull of the referenduny’in
Norway) the enlargement of
the European Union to 15

countries as from 1 January
1995.

The EU is an active
promoter of the

{ transformation into market

economies of the countries
which used to have
cenirally planned
economies. To accelerate
this process, in the wake of
the agreements concluded
with Poland and Hungary
in 1992 and the
cooperation agreements
with the Baltic Républics

and Slovenia, new
association agreements
were signed in 1993 with
Bulgaria, Romania and the
Czech and Slovak
Republies. Discussions
with ceriain Republics of
the former Soviet Union
also began in 1993 and
resulted in the conclusion
of partnership agreements
with the Ukraine and
Russia in June 1994. The
EU also maintained its
efforts 1o strengthen its
trading relations with its
other partners throughout
the world, including the
developing countries of
Asia and Latin America,
the countries of the
Mediterranean basin, the
ACP (African, Caribbean
and Pacific cotntries) and
the various industrialized
couniries. The EU
negotiates its agreements
with its trading partners
with a single voice.

Finally, the dynamism and
power of attraction of the
European Union and.its
increasingly vital role in
the international scene
were reaffirmed in 1993 in
the context of its pursuit of
one of the main aims for
which it was established,
namely the development of
international relations.
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INTERNATIONAL
TRADE IN GOOD$

The European Union is the world’s largest exporter and
importer of goods. Over half its trade is with the
industrialized countries and about one third with the
developing countries. The EU has an overall deficit on

trade in goods.

The European Union’s share
of world trade in goods

The EU is the world’s biggest trading
power. In 1993, it marked up 21.5%
of total world trade (imports and ex-
ports), excluding intra-Comumunity
trade, compared with 18%, 10.3%
and 8% in the case of the USA, Japan
and the EFTA (Euwropean Free Trade
Association) countries respectively.
The EU’s share of world trade rose
by 2% hetween 1990 and 1993.
There has been a considerable in-
crease in trade berween the countries
of the European Union in recent
vears, in particular as a result®f the
establishment of the single market.
In 1992, the ratio of intra-EU im-
ports to GDP was 13%.

The EU’s trade with the
industrialized countries

The bulk of the European Union’s
extra-ElJ trade in goods is with the
industrialized countries, which in
1993 accounted for 57% of irs im-
ports and 53% of its total exports.
But the industrialized countries’
share of extra-EU trade declined be-
tween 1990 and 1993, especially in
the case of EU exports (down from
60.4% in 1990 to 53% in 1993).

The EU’s main trading parmer for
both exports and imports is the

EFTA with 22% of total extra-EU
trade, followed by the USA and
Japan (18% and 7% respectively).
The EU’s five main trading partners
in 1993 were the USA, Switzerland,
Japan, Austria and Sweden.

The EU%s wade with the industrial-
ized countries is mainly in manufac-
tured goods, which accounted for
77% of its imports:and 85% of its ex-
ports in 1993, Machinery and trans-
port equipment made up the largest
proportion of irade in manuvfactured
products (some 40% in 1993) with
motor vehicles and electrical
machinery leading the way; ‘other’
manufactured products accounted
for 15% of the overall total.

This wade in goods is very much a
reflection of the interpenetration of
the econormies of the industrialized
countries, characterized by ex-
changes of industrial manufactured
products.

For many years now, the EU has had
a substantial deficit on trade in
goods with this group of countries. in
1993, this deficit amounted 1o ECU
22.6 billion and was mainly on trade
with Japan. There was a striking re-
duction in the overall deficit between
1990 and 1993, however, largely due
to a significant shrinkage of the
deficit with the USA.
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INTERNATIONAL
TRADE IN GOODS
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The EU’s trade with the
developing countries

The EU’s trade with this group of
countries represented 29.5% ol its
total imports and 34.8% of extra-EU
exports'in 1993. Next came the
Mediterranean countries, with a
9.4% zhare of toral EU trade, fol-
lowed by the OPEC and ACP coun-
tries with 6.3% and 3.2% respective-
ly. Between 1990 and 1993, the EU
doubled its trade with China and
achieved a considerable expansion of
its trade with the Asian NIUs,

The EU’s trade with developing
countries, unlike its trade with the
industrialized countries, is very
much bound up with the world dis-
tribution of national resources and
production capacity, and the range
of products is determined more by
the traditional comparative advan-

-
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tages of the two groups of countries
than by the principles of intra-indus-
trial trade. In 1993, 24% of the EU%s
imports from the developing coun-
tries consisted of energy products,




with machinery and transport equip-
ment accounting for 19% and other
manufactures for 18% of the total.
Trade in manufactured goods never-
theless gained some ground on trade
m raw materials between 1990 and
1993 as a result of the conclusion of
trading agreements between the EU
and the developing countries.

On the export side, manufactured
products, mainly in the form of ma-
chinery and transport equipment,
accounted for 84% of total EU trade
with these countries.

The period was notable for a re-
markable transformation of the EU
balance of trade in goods with the
teveloping countries from a deficit of
ECU 9.6 billion in 1990 to a surplus
of ECU 24.5 billion in 1993. There
was a substanrial increase in KU ex-
ports to these countries (+ 9.5% be-
tweenn 1992 and 1993) while imports
from the same group of trading part-
ners fell over this period by (1.6%
between 1992 and 1993), with the
sharpest decline in petroleum prod-
uets.

The European Union’s trade
with the countries of Central
and Eastern Europe and the
CIS

EU trade with the countries of Cen-
iral and Eastern Europe and those of
the former Soviet Unien (CIS)
amounts to 8.3% of total extra-EL
irade. These countries’ share of the
EUs external wrade rose substantial-
Iy between 1990 and 1993 (from 6%
to 8.3%), partly as a result of the
breakdown of their former political
and trading structures (their trade
became more EU-orientated) and
partly through the conclusion of
trade agreements facilitating the
access of their products to the IEU
market.

The bulk of the EU’s trade with the
countries of Central and Eastern Eu-
rope and the CIS is in manufactured
goods.

Here, too, 1990-93 saw a; turn-
around in the balance of tfade in
goods, from a deficit of ECU 5.9 bil-
lion to a surplus of ECU 3.2 billion.

The external trade of the EU
in 1993

The EU has a delicit on trade in
goods. In 1993, this deficit stood at
ECU 3.4 billion, or 0.35% of the
Union’s total imports and exports. Its
surpluses on chemicals, manulac-
tures, machinery and transport
equipment consistently failed to off-
set its deficits on trade in raw mate-
rials (including energy products)
and other manufactures,

The deficit on trade in goods was
nevertheless much lower in 1993




INTERNATIONAL
TRADE IN GOODS

than in the preceding years, largely
because of the striking contraction of
the deficit on trade with the USA and
the expansion of the EU’s trade sur-
pluses with the developing countries,
Central and Fastern Europe and the
CI5. The largest surpluses were
marked up by Germany (ECU 20.1
billion} and Italy (ECU 11 billion)
and the largest deficits by the United
Kingdom (ECU 18.4 billion} and the
Netherlands {ECU 13 hillion).

%
&

The trade of the new Member
States

Since 1 January 1995, the European
Union has had three new Member
States: Austria, Finland and Sweden,
The interpenetration of the trading
activities of these™ three countries
with those of the Burcpean Union
was already highlv advanced: in
1993, approximately 65%. 47% and
55% of the foreign trade of Austria,
Finland and Sweden respectively
was already with the European
Union.

The different balance-of-trade re-
sults for these three countries show
that whereas  Austria had a foreign-
trade deficit of ECU 7.2 hillion in
1993 (ECU 6 billion with the EU
countries), Finland and Sweden both
recorded surpluses (EC1J 4.7 and 6.2
billion respectively on foreign trade
and ECU 2.1 and 2.6 billion respec-
tively with the EU in the same year).
All three countries have very open
economies in which foreign trade ac-
counts for a substantial proportion of
GDP {Austria 37.5%, Sweden
30.8% and Finland 30.5% in 1893),
and trading structures based primar-
ily on manufactured products.




Their accession to the European
Union is not expected to bring about
any major changes in the overall
steucture of EU rade, but it can be
“expected to increase the EU's share
of world trade and the overall value
of intra-Community trade,
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TRADE IN SERVICES

Although the contribution of services to the external trade
of the European Union is only about one third that of
goods, il is well worth examining in some detail. To begin
with, trade in services is expanding more rapidly than
trade in goods, i.e. its relative contribution is increasing.
Furthermore, since the balance of trade on services has
long been positive, it can offset an occasional negative
balanee on the trading account. But this positive balance
has shrunk considerably in recent yvears.

The growing importance of
services

Like their contribution to GDP, the
share of services in the EU’ external
trade is following an upward trend:
from 23 to 27% of mports plus ex-
ports in a decade. But this increase
does not take into account differ-
ences in trends in the prices of goods
and services. The increase would
probably be greater if the compari-
son was hased on volumes alone.
This is hecause exportable services
are frequently services with a high

technological content which have
heen far more exposed to interna-
tional competition (air transport,
communications, software, banking
services, erc. ).

Evolution of the balance
across fime

The EU’s halance of trade on services
(see glossary) is gradually being
eroded. The excellent ratio of exports
to imports recorded at the seart of the
1980s dropped congiderably after
1985 to a surplus of just over ECU 4

EU external trade in services (milliox ECU)
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billion by 1992. At first sight, the
econarnic situation in recent years
does not provide an obvious explana-
tion for the falling surplus on ser-

vices: in contrast with trade in goods, tmnspsrif; I
which has levelled off since 1990, Air |
mports and exports of services as a uﬁnéﬁf; -
whole have continued to expand, al- transport |
heit less rapidly. Tousism |
Insurance
Over the same period, however, the Commercial |
USA recorded a steiking rise in the BS::L::; i
balance of trade in services, from Pubticite |
ECU 8 billion in 1985 to ECU 44 bil- Business |
lion in 1992, The position of Japan services |
changed less radically: the country is Construction |
still a major net purchaser of exter-  Communications
nal services. In addition to the ap- Andiovisual
parent loss of competitiveness vis-d- Patents|  mmnanl
vis the USA, it is possible that certain Miscellancous [ . SR
services, particularly in the financial Semce; 000 b0 5o 00 o " S0 6000
domain, have migrated to off-shore - - -
centres, This makes it difficult to
analyse the international economic ~ E 1990 B 19 1992
health of European services on the
basis of trade in services alone, as s
many of the companies registered in '
these cenires are subsidiaries of En-
ropean companies whose interna-
tional operations consequently con-
sist in investments and investment
MCOme. ,;‘

The different types of I
services

Without going into too much dertail,
we can focus on a few significant sec-
tors. In the sea transport sector,
which is closely connected with (rade
in geods, the European Union has
consistently been in deficit for many
vears now. It still has a surplus on air
transport, bat the balance is shrink-
ing. The balance of trade on tourism
has also slipped back from its record
level of ECU 13 billion in 1985, but
more because the expenditure of Eu-
ropean tourists in the rest of the
world has been growing more rapid-
ly than the expenditure of visitors to
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the European Union than as a result
of any real loss of Europe’s touristic
appeal: the FU's tourism exports are
in fact still expanding steadily.® The
deficit in the audiovisual sector, in
the GATT negotiations, remains
within reasonable limits but is still
Increasing.

An extra effort is needed in the R&D
sector: the European Union pays far
more in royalties on patents than it
receives.

The EL has been in deficit on insur-
ance since 1989, It still records sur-
pluses on services in the banking and
construction sectors. But these ser-
viees are of the type indicated above:
they frequently require a trading
presence in the country in which they
wish to establish themselves. The full
significance of these statistics there-
fore depends on the extent to which

they are backed by statistics on for-
eign subsidiaries.

The European Union’s main
trading partners

The breakdown of the EUs external
trade in services by partner country
appears, in the end, to be much the
same on the export and import sides.
This geographical breakdown ought
to be further refined, of course, by
carrying out g more detaded study
on a sector-by-sector basis.

It is nevertheless interesting to note
that roughly one third of all the EU%
external trade is with the USA and a
quarter with our EFTA neighbours.
So the bulk of the EU’s external
trade in services is with the industi-
alized western countries. In comirast
with its share of EU trade in goods,
Japan’s share of our trade in services




(both imports and exports) is rather
modest. The countries which ac-
count for a relatively large share of
U trade in services, in both direc-
tions, are the non-ACP developing
countries: primarily those in Asia,
Larin America and North Africa.

Total extra~EUR 12 exports
of services fo:

Total extra-EUR 12 imports
of services from:

B usa 47 431 USA 52 420
[ Jap 9 369 JAP 5724
[l EFTA connies 37330 EFTA countries 36 817
 Other Western industrialized countries 9303 Other Western industrialized conntries 9184
. ACP countries 7 838 ACP countries 5247
l Other developing countries 25198 Other developing countries 28 411
U Former State-twrading countries 4 604 Former State-tracing countries 6939
Ocher countries 19 854 Other countiies 7193
Total 163 922 Total 151 935




OTHER CURRENT
TRANSACTIONS
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In 1991, after a long series of surpluses, the Union
recorded a deficit on its balance of trade (in goods plus
services) vis-a-vis the rest of the world. Its current
accounti had already been in the red (since 1939) because
the two other main components of the current balance,
investment income and unrequited transfers, are
traditionally negaltive.

The balance of {rade

The balance of trade measures the
balance of international exchanges
of goods and services.

Trade in goods (in the balance-of-
payments sense) went into deficit in
1990, but the deficit was offset in
that vear by the surplus on services.
In reality, in spite of the fact that
goonds account for a verv large pro-
portion (over three quarters) of the
total value of the EU's external wade
(imports + exports), the balances of
trade on goods and services are
roughly of the same order of magni-
tude. While the surplus on services
was shrinking, the deficit on trade in

1983

T T 1

T - T I.I
1987 1988 1989 1990 1991 1992

B Goods

{8 Unrequited transfers

Balance on goods
and services alance

- .
8 Investment income Other

s G UETENE ACCOUNE

goods was expanding and the overall
balance of trade has consequently
been negative since 1991,

Investment income

This component has been in deficit
for more than a decade. and the
deficit has more than doubled in the
last 10 years. The Ewropean Union
pays more dividends and interest 1o
non-EU countries than it receives. To
explain this situation would require
the analysis of the arious subhead-
ings and it would be necessary, in
particular, to compare the respective
rates of interest and profitability of
direct investments in the Union and
in its main competitors.

However, the reliability of these in-
come statistics is somewhat tar-
nished by problems of international
comparability. In particular, it is not
always easy, in the case of some of
the new financial instruments which
have recently appeared on the mar-
ket, to draw a clear distinction be-
tween. income and capital gains.

Unrequited transfers

The value of this component is nega-
tive by delinition. As a member of
the group of most highly developed
countries, the 15U is a donor of funds
for less developed countries. The
record of these {official and private)
donations is preserved in this item of
the balance of payments.




Other current fransactions

These residual items do not require a
tailed description. There was a
negative balance of between ECU
-0.3 and - 4 billion on labour in-
come throughout the period 1983-
92; on the other hand, the positive
halance on government transactions
remained relatively stable {in the
range of ECU 5 to 7 hillion).

The current account balance

Since attaining the record level of
ECU 42 billion in 1986, the current
account balance has deteriorated in
everv year except 1992, Not a single
component has escaped unscathed:
the balance on. goods is now in the
ted, the surplus on services is decid-
edly less substantial and the deficit
on mvestment income is worsening,
albeit at an uneven rate.

The sum of all the balances in the
domain of international trade is zevo,
and the country which did best while
the current account balanece of the
European Union was deteriorating
was the USA, which managed to re-
duce a huge eurrent account deficit
(ECU 177 hillion in 1985) to virtual
inexistence in 1991, The EFTA
countries also greatly improved their
current account surplus eis-a-vis the
EU. The balance changed less radi-
cally in relation to Japan which, not
surprisingly, maintained its surplus.
The first data available for 1993
nevertheless raised hopes of a con-
siderable improvement in the Euro-
pean Union’s position on the external
trade front, confirming the slight re-
vival recorded in 1992,

(a7 0]



DIRECT
INTERNATIONAL
INVESTMENT

Although the crisis in world economic growth caused an
obvious general slow-down in direct international
investment from 1990 onwards, the severity of the cutback
in Europe was mitigated by the advent of the single
market. The decompartmentalization of the European
market was a powerful incentive for European firms to
reorganize themselves. It also attracied investors from
outside the EU and put it in the new position of a net
importer of direct investment capital in 1990 and 1992.

Trends in international flows
of capital

The rate of expansion of internation-
al capital flows in the 1980s was
much greater than was needed sim-
ply to keep pace with current trans-
actions. This expansion was fostered
by major changes in the structure of
finanecial markets, especially in the
EU (liberalization of capital move-
ments in 1990). A number of new fi-
nancial instruments were introdoced
with the aim of providing protection
from exchange risks and price flue-
tuatiens; exchange controls were
eliminated and enormous technical
progress was made in the redlm of
communication,

Because ‘of all these changes, the sys-
tem of measurement of these highly
volatile capital flows is now in need
of revision. We will therefore restrict
ourselves here to a few comments on
direct capital investment flows,
which are by nature far more stable.

Direct investment in non-
member countries

After growing rapidly up 1o 1989,
outward direct investment to non-
member countries was affected, like
that of the Union’s main trading
partners, by the crisis in world eco-
nomic growth. lnward divect invest-
ment into the Union was much less
severely affected, however. The gen-




Outward and inward direct international investment. Comparison of the EU, the USA and Japan ' [million EC )'_ O
1984 1985 1987 1988 1989 1990 1991 1992

N - - :
Outward -7129 -1232 8797 9820 3048 8447 6873 12 850 15023
Inward 28 460 26 733 36 969 39 357 43 870 65 655 49419 35 424 11525

- Intra-EUR 12 investments * 4213 3949 10 449 12 344 22 317 34 485 39295 34 905 37977

'The figures do not include reinvested profits. A negative figure indicates net disinvestment.
*Because of dilferences hetween sources, the figures are the average of declared mward and cutward investments.

erally pessimistic climate did not un- ;

dermine the confidence of foreign in-

vestors in the future of the European

Union.

The geographical breakdown of di-

rect EU investment in non-member

countries has changed considerably

since 1990. The proportion going to

the USA has [allen from three quar-

ters to one third, essentially to the 3
advantage of the developing coun-
tries other than the ACP. More re-
cently, thete has been an increase in
direct EU investment in the former
State-wrading countries. Japan is still
very unreceptive to direct investment 8
from abroad.

The geographical breakdewn of s
flows of direct investment into the
EU has not changed so radically, but
our EFTA neighbours which former-
ly played a more prominent role on
this front have now been overtaken

by the USA,
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Direct investment flows
between Member States

Direct investment flows between EU
countries have expanded even more
rapidly than those between the EU

and non-member countries. At the .

start of the 1980s, the Member
States” direct investments in non-
member countries were sorne four
times greater {ECU 4 billion in 1984)

Ouitward from EUR 12

Curmnlative 1990/92 %

than their direct investments in other
Member States. By the end of the
decade (1989) they were nearly the
same (ECU 34 billton compared with
ECU 33 billion outside the Commu-
uity). In 1992, the intra-Community
flow of direct investments was more
than double the outflow to non-Mem-
her countries (ECU 38 billion com-
pared with ECU 15 billion}.

Inward into EUR 12
Cumulative 1990/92 %

21112 34 | usa 26359 35

1689 3 [ Jar 8151 11

[ ErTA countries 8707 14 [l DFTA countries 21445 28
Qther Western industrialized Ondhier Western industrialized .

COUUITiES B 3628 14 couneries 7238 9

l “ACP (excluding OPEQ) 2411 4 ACP (exeluding OPEC) 1547 1

Ocker developing countries 12 349 20 Orther developing comnrries 8405 11

S?Sﬁﬁ Former State-wading countries 3 637 [ Former State-trading countries 1 608 2

Other couniries 2989 5 Other countries 2822 4

Total . 61522 100 Total 76775 100




The sustained growth of direct in-
vestment flows between the Member
States shows that the restructuring of
European enterprises expected in the
wake of the single market in 1993
began even before that year. What
has really happened, therefore, is a
change in the direction of direct in-
vestment by non-Member countries
towards the Member States of the
European Union, rather than an
overall reduction.




THE EXTERNAL
RELATIONS OF THE
EUROPEAN UNION

A global network of cooperation

The European Union, a 15-nation community with a
population of approximaiely 370 million people is, today,
the world’s major economic and trading power. It
represents, alongside the USA and Japan, one of the three
pillars on which the global system of pluralist democracy
and market economy is built. The international role of the
EU has changed and expanded in the wake of the end of
US-USSR bipolarity and the ensuing important
geopolitical changes. In the area of development
cooperation, it is the most generous coniributor to
international financial institutions and the most
important seurce of development aid.

This cooperatlon is rooted in history. Begmnlng with
Africa in the 1950s, the Community ‘"has gradually
extended its relations to embrace the Caribbean and
Pacific regions (within the ACP network), the
Mediterranean countries, Asia and Lalin America.
Practically all the developing countries, containing 80%
of the world’s population, have concluded bilateral
agreements with the Community. These agreements
provide in some cases for trade preferences and financial
assistance and in others for economic cooperation of a
more general nature.

Although there was no constitutional provision in the
Treaty of Rome for development cooperation, clearly
defined objectives were outlined in this area and are
manifest in the various gooperation agreements between
the EU and developing countries. It was not until the
Maastricht Treaty on European Union in 1991 that the.
seal was set on over 30 years of development policy with
the granting of the necessary legal status. Cooperation
policy was now a Community policy. The underlying tenet
of Community development cooperation is one of political

~ dialogue. The basic principles sustaining it are:

= that it should be a participatory process;
« that there should be sustainable development;

= that human development should be par amount and
pivotal te policy.

Not only are economie concerns taken into account but
problems in the domains of environment, population,
health. education and culture are also addressed.

The changes that have taken place in Central and Eastern
Europe since 1989 have given a considerable boost to




cooperation and technical assistance in all areas of
mutual interest to the EU and the countries in the region.
In addition, the scale of the upheavals in the countries of
the former Soviet Union has meant that the EU has bad to
= find an appropriate response here too.

This commiiment on the part of the EU should be seen
* against the background of the European Council meeting
in Essen in December 1994, which approved the strategy
aimed at bringing the six associated countries of Central
and Eastern Europe (Hungary, the Czech Republic,
Slovakia, Poland, Bulgaria and Romania) closer to the
EU. The EU will negotiate with each country individually
~ when they have met the conditions for accession. This
. sirategy of gradually coming together, which is both
realistic and avoids false hopes being raised, means that i
the EU has started discussions on the shape of a future EU
of 27 Member States {consisting of the 15 current
members, the six associated countries of Central and
Eastern Europe, Malta and Cyprus, the three Baltic States
and Slovenia). The aim of eventual accession to the EU
thus underlies relations with couniries making the
transition to a market economy.
In 1993, the Western industrialized countries’ total aid to
developing countries amounted to ECU 54 790 million, of
which the European Union provided ECU 26 889 million.
This EU contribution represented ECU 66 for each of the
4 100 million inhabitants of the world’s developing
countries. The 49% of total official development .
assistance (ODA) being provided by the EU (compareél to
USA 16% and Japan 21%% under lines the size of the EU’s
commitment in the area of development cooperation.

In order to support the ACP countries in their
development efforts the EU granis them trade preferences
through the Lomé Convention. Apart from this
Convention, which concerns the 70 ACP countries, the EU
also has cooperation agreerhents with the Mediterranean
countries, the Gulf States and Asian and Latin American
countries. In all, over 100 developing countries have
concluded cooperation agreemenis with the EU.
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THE EXTERNAL
RELATIONS OF THE
EUROPEAN UNION

China - 281
India s
Indonesia 7.
Thailand 7.0
Singapore 6.4
South Korea 6.3
Malaysia 6.1
Brazil 5.3
Palcistan 2.4
Colombia 2.3
Other countrics 21.3"

LEUR 12 + Member States 40
Other Western indusuialized 9
counries

IAP 21
LSA 16

wn

Austria. Finland, Sweden

Total aid: ECU 46 749 million
' DAC: Development Assistance Committee.
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COOPERATION
WITH CENTRAL AND
EAST EUROPEAN
COUNTRIES

| | ]

The decline and collapse of the Communist regimes in
Central and Eastern Europe led to the European Union’s
drawing up an aid programme to help along the process
of economic restructuring in those countries and to
encourage the switch to a market economy. In addition to
aid being provided, the ‘Europe agreements’ are intended
to promote more closely coordinated cooperation with a
view (o some of the Ceniral and East European counftries

eventually joining the EUL

Aid and association
arrangements

The PHARE programme (action
plan for coordinated aid), which is
run by the European Commussion,
was originally intended for Poland
and Hungary only, but now covers
11 countries. Aid granted under the
programme is in the form of subsi-
dies and loans in the fields of techni-
cal assistance, training. [easibility
studies, activities in connection with
the reorganization of institutions and
regulatory activities, as well as pilot
projects, especially those relating to
infrastructure. The investments are
financed by banks such as the LIB
(European Investment Bank), the
EBRD (European Bank for Regon-
struction and Development, edtab-
lished in December 1989, with 57

merber countries plus the EU), the
World Bank and private banks. The
European Union is the main source
of aid to the Central and East Euro-
pean countries {CEECs); by 1994, it
had committed a total of ECU 43
hiflion to the PHARL programme.

The European Union does not wish
merely to provide aid to the countries
of Central and Eastern Europe: it
wants to establish a genuine partner-
ship with therm. This was the aim un-
derlying the ‘association agreements’
or ‘Furope agreements’ entered into
with Poland, Hungary, the Czech
Republic, Slevakia, Romania and
Bulgaria which provide not only for
free trade between the signatories
but also for economic and technical
cooperation, financial aid and
arrangements for political dialogue.
Even before the Europe agreements
are ratificd, interim provisions have
ensured that a free-trade zone is
gradually being put in place; in June
1993, the European Council speed-
ed up the timetable set out in the
Europe agreements for the removal
of customs duties, and also offered
the CEECs the genuine prospect of
joining the EU when it stated that
the associated countries of Central
and Lastern Europe which wished to
do s0 could become members of the
European Union as soon as they were
able to fulfil certain political and
economic obligations: acceptance of
the acquis communautaire in the
face of the competition which acces-




Priority areas

The PHARE programme

Needs
of the
partners

Action

| e National and regional programmes
» Multi-country programmes
* Cross-border programmes
® Democratization programmes
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sion to the EU implies, respect for
democratic principles and the rule of
law as well as human rights and the
tights of minorities, and the creation
of a properly functioning market
economy. In December 1994, the Es-
sen European Council adopted a
strategy to enable the six associated
countries to join the EU, which pro-
vided for the creation of ‘structured
relations” between them and the EU.
This strategy is intended o prepare
the associated countries for integra-
tion into the EL’s internal market.

A political forum has also been putin
place as part of the political dia-
logue: the six signatories of Europe
agreements are allowed to rake part

in some meetings of the European
Cowumeil or the Council of Ministers
dealing with matters of common in-
terest.

As regards the other CEECs, such as
Slovenia, Albania and the Baltic
States (Estonia, Latvia and Lithua-
niaj, the EU has initially restricted
itself to what are known as ‘first-
generation’ agreements essentially
concerned with trade and technical
cooperation. Flowever, it is intended
that Europe agreements be conclud-
ed as soon as the relevant conditions
are metf: negotiations with Slovenia
and the three Baltic States should be
completed in 1995.

: o
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COOPERATION
WITH CENTRAL AND
EAST EUROPEAN
COUNTRIES
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Social and economic
indicators

In 1893, the countries of Central and
Eastern Europe had a combined
population of 108.6 mullion, almost
30% of the population of the Euro-
pean Union in an area half its size.

The GDP of these countries is fairly
low compared with that of the main
industrialized countries, When con-
sidered in relation to the number of
inhabitants, it is only 11.2% of per
capita GDP in the EU. Nevertheless,
this gap does not reflect the differ-
ence in standard of living in real

terms hetween the two groups of
countries, which is not so great.

Despite the provision of {ree health
care tnder Communist rule, life ex-
pectancy in the CEILCs has remained
slightly below that in the high-in-
come countries; in 1993, 68.8 years
for men and 75.1 vears for women.

The economic structure of the Cen-
tral and East European countries
still differs from that of the leading
Western nations. Agriculture contin-
ues to be of some importanee, ac-
counting for 8% of GDP and more
than 22% of total employment. On

Main indicators in CEECs in 1993

Life expectancy: men (years)

& s - i
L ‘\%% S S =

e

Trade balance {million ECT)

Persons in general education {% of total pop.

Proportion of 1otal jobs in non-market services

Bulgaria

Alhania

104 3116

Estonia

Hungary Latvia  Lithuania

616 63.3

16.4 18.1 16.4

! Estimate. PETR 12, 1990.
#1991/92 'EUR 12.
* 1992, $1597.

" Includes market services.

Sowrces: National statistics {for CEECs and the CI8), Eurostat, United Nations.



average. industry accounts for one
third of the GDP of the Central and
East European countries and makes
up a larger proportion of economic
activity than is the case in the Euro-
pean Union. Services play a lesser
role in the economies of the CEECs,
despite the fact that they already ac-
count for almost 50% of GDP and
more than 35% of total employment.
Nevertheless, a legacy of Communist
rule is the proportion of economic
activity accounted for by non-mar-
ket services, which remains relative-

ly large in most of the CEECs.

Czech

The transition to a market economy
in Central and Eastern Europe and
the economic restructuring required
have led to the closure of numerous
unprofitable enterprises and the loss
of unproductive jobs which had been

artificially preserved within State--

owned enterprises. Thus from being
officially non-existent, unemploy-
ment had risen to almost 12% by
1993, according to estimates based
on national sources.

In 1993, the CEECs accounted for
1.7% of world trade {source: IMF},
compared with 21.5% for the EU,

" Main indicators in CEECs in 1993

Poland  Republic Slovakia ~ Romania Slovenia ~ CEECs' EU

s a*’:%

12128 11076 465 4 243

3 890 72 - 758 -1473

-357 -11319 20609

Persons in general edu

rom agriculture

Proportion of CDP f

on ECU)

' [istimate. *EUR 12, 1990,
$1991/92 *EUR 12
1992 £19401.

" Includes market services.

Sourees: National statistics {for CEECs and the CIS), Turostat, United Nations.
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CEECs 108.6
CIs 285.5
EU 370.0
USA 257.0
JAP 124.7

Saurces: National statistics (for CEECs and
the C13). Eurostat, United Nations.

T T - T T
1990 1991 1992 1993 1994

18% for the USA and 10.3% for
Japan. In the same year, they ran a
combined trade deficit of ECU 11.3
billion.

Trade between the European
Union and the Central and
East European countries

The trade-related parts of the associ-
ation agreements or Europe agree-
ments signed with most Central and
East European countries from 1991
onwards are aimed at creating (bilat-
eral} free-trade zones within 10
vears. Until the association agree-
ments are ratified by all the national
parliaments concerned, tgade
arrangements have been implement-

ed on the basis of interim agree-
ments, which provide for the aboli-
tion of all quantitative restrictions on
EU imports of industrial products
(except textiles and coal) from co-
signatory countries, and for the abo-
lition. of taxes on more than half of
all imports into the EU. The Europe
agreements provide for the complete
abolition of customs duties on indus-
trial products. Trade in textiles, iron
and steel and coal will eventually be
fully Liberalized, but agricultural
producrs will continue to be subject
1o special arrangements.

The signatory countries will be given
seven to nine vears as ol the interim
agreements entering into effect with-
in which to implement the reciprocal
arrangements provided for. These
agreements also include rules on
competition, especially in connection
with State aid for businesses, and con-
tain provisions on anti-dumping, pro-
tective measures and rules of origin.

Prior 1o their eventually concluding

association agreements, Slovenia
and the Baltic States (Estonia,
Latvia and Lithuania) have entered
into cooperation agreements with the
EU under which the signatories may
grant each other most-favoured-




nation status. These agreements
have led to the abolition of certain
guantitative restrictions and a num-
her of agreements in the textiles and
fisheries sectors.

The European Union is the main
rading partner of the Central and
East European countries and ac-
counted for about half of their total
wade in 1993. Trade between the EU
and the CEECs increased on an un-
precedented scale during the vears
following the break-up of Comecon
ind the movement towards trade lih-
eralization initiated by the EU. Be-
tween 1988 and 1993, the value of
EU imports from the CEECs in-
creased by 14% and exports by
22.9% a year. As a comparison, the
EUs total exports and imports (ex-
cuding the CEECs) for the same pe-
riod inereased by only 4.5 and 5.4%
respectively.

The increase in trade allows former
State-trading countries access to a
large market which provides them
with a source of hard-currency in-
come. It also encourages direct for-
sien investment in the CEECs and
creates competition on markets
which still bear the scars of decades
of central planning. =

In 1993, the CEECs accounted for
5.6% of the EU’s total wrade, of
which 32% was with Poland, 19.9%
with the Czech Republic, 16.2%
with Hungary and 10.8% with
Slovenia. In the same vear, the EU

ran a trade surplus of ECU 5.8 bil-

lion with the CEECs, compared with
a surplus of ECU 2.1 hillion with all
its trading partaers taken together.

EU exports EU rrade balance

i

Bulgaria 930.1

Total 24 516.1

30 353.7 b 837.6
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NB: These figures include humanitarian
aid in 1993 and 1994.
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Together with Mongolia, the countries of the CIS
(Commeonwealth of Independent States} cover a territory
which is 10 times the size of the European Union,
stretches 9 600 km from east to west and includes 11 time
zones. The European Union has set up aid and assistance

programmes with these countries which leave the way
open for more formalized and specific agreements,

Aid and partnership

As regards Russia and the other
member countries of the CIS which
made up the Soviet Union, a techni-
cal assistance programme — TACIS
(techuical assistance to the Com-
monwealth of Independent States)
~— run by the European Comimission
has been put in place along with a
food aid programme. In addition,
credit lines have been opened to al-
low the purchase of agricultural
products and medicines. The TACIS
programme, which has been provid-
ing assistance to 12 independent
States of the former Soviet Union
since 1991 and to Mongolia since
1994, is aimed at strengthening
democracy within these States and
offering them support during their
transition to the market econpmy.
Parinership agreements were stzned
with Russia and Ukraine in 1994
and with Kazakhstan, Kyrgyzstan
and Moldova in 1995, Agreements
with other States are being negotiat-
ed.

The TACIS covers several priority
areas: reorganization of State-owned
enterprises and development of the
private sector, agriculture, infra-
structure, energy, telecommunica-
tions and transport, nuclear safety
and the environment, public-service
reform {including the reorganization
of statistical systems), social services
and education. In the field of statis-
tics in particular, the European
Union’s main aim is to offer guidance
and support to countries receiving

aid wnder the TACIS programme in
introducing statistical systems com-
patible with the information require-
ments in democracies and market
economies.



Social and economic
indicators

The €IS is & collection of States of
greatly differing size in which Russia
alone accounts for 52% of the popu-
lation and 83% of GDP. It has a very
low population density of approxi-
mately 13 inhabitants per ke’ com-
pared with 114 in the EU.

The economic backwardness of the
CIS is reflected in life expectancy,
which is on average over eight years
lower than in the EUL

In 1993, total GDP and per capita
GDP in the CIS were anly 3 and 4%
respectively of EU figures, but these
percentages give a false impression
of purchasing power in the CIS,
Apart from in Armenia, where the
rate 15 put at 6%, unemployment is
very low i all countries of the CIS.
However, there are doubts about the
reliability of these figures.

One feature of the economies of the
CIS is the importance of agriculture
and the small proportion of econom-
ic activity acconnted {or by services.
At 43%, industry still makes up the
largest share of CDP.

Foreign trade, which represented
1.7% of world trade in 1993, en-
abled the CIS to generate a surphus of
ECU 19 billion. {Given the contin-
ued uncertainty about the reliability
of Rnssian foreign-trade statistics,
this figure should be treated with
caution}.

Russia_|‘ §
Ukraine
Kazakhstan

Belarus
Al'menia_
Uzbhekistan
K}frgyzstan— :
Baleic States !
Ceorgia:
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Turkmenistan )
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11997 anly; since 1992, the Baltic States have been covered by the PHARLE programme.
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Main indicators in the CIS in 1993

Belarus Moldova

BiER

Proportion of GDP from construction (%) 11.3 6.9 9.0 7.8 11.1 32

ExaTsans T T

Trade balance (miltion ECL) 471 939 _273  -106.7 779.1 0.0 _59
! Estimate. 21991,
+ 1990, £1592.

EUR 12,1990 *EUR 12
" Exchange rate used: ECU 1 = 1091.6 roubles.
Sources: National statistics (for the CIS), IMF (for Ceorgia’s foreign trade figures), Eurostat.



Main indicators in the €IS in 1993 : '

Urbekistan Russia  Tadjikistan Turlemenistan

Ukraine CIs' EU ‘

s 7

17 075 .4 4881 6037 221023 1 000 k'

i

e i

4.3 7.7 4.3 5.0 7.1 T : Proportion of total jobs in transpé)rt (%)

' Iistimare. $1991.

1950 11992

PEUR12,1990. °EUR 12

*Exchange rate used: JRCIT 1 = 1091.6 roubles.

Sources: National statistics (for the CIS), IMF (for Georgia’s forcign trade figures), Eurostat.
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EU trade with the countries of
the CIS

The European Union has entered
into talks with the 12 Btates of the
CIS with a view to concluding trade
and cooperation agreements.

Until these agreements enter into
force, the trade and cooperation
agreement signed with the Soviet
Union in 1989 will continue in effect.
This agreement contains a clause
providing for most-favoured-nation
treatment as regards customs duties
and taxes, and for the gradnal re-
moval of ¢quantitative restrictions,

The new trade and cooperation
agreements take the 1989 agreement
a step further by providing for the
abolition of all quantitative restric-
tions on industrial products {except
for textiles, iron and steel, coal and
nuclear materials. which are covered
by specific agreements). The most-
favoured-nation clause is subject to a
temporary derogation with regard to
trade within the CIS.

A clause allows these countries to
protect their embryonic industries
against products from the EU. The
agreements incorporate the GATT
anti-dumping principles and related
retaliatory measures.

Russia, Kazakhstan, Kyrgyzstan,
Lkraine and Moldova have already
signed bilateral trade and coopera-
tion agrecments with the EU.

In 1993, almost 38.3% of CIS tade
was with the EU, whereas the CIS
only accounted for 3.5% of the EU%s
total trade. Over five vears, the rela-
tive importance of the CIS countries
for EU trade did not substantially
chapge, since.the Soviet Union al-
ready accounted for 3.1% in 1968,
During this period, however, trade
flows between the EU and the CIS
increased by almost 52%, compared
with almost 30% for EU trade with

all of its trading partners raken to-
gether.

In 1993, Russia alone accounted for
83% of the value of the EUs trans-
actions with the CIS. with Ukraine
making up 7.4%. In the same year,
the CIS ran a trade deficit of BCU
2.9 billion with the ET.

EU imports from:

Russia 15 538.0
Ukraine 934.6
Kazakhstan 293.3
Belarus 204.7
Uzbekistan 415.5
Other CIS countries 3115
Total CIS 17 757.7
EU exports to:
Russia 11 541.9
Ukraine 1474.6
Kazakhs(an 633.6
Belarus 552.1
Uzbekistan 201.5
Other CIS countries 453.5
Total CIS 14 857.2







The countries of the Mediterranean constitute, as a group,
a priority area of strategic (political and economic)
importance for the European Union. Apart from being its
main trading partners, they have close historic and
cultaral ties with certain EU Member States. Today, the
EU is connected with almost all the Mediterranean
countries by a network of cooperation or association

COOPERATION
WITH
MEDITERRANEAN

COUNTRIES

agreemendts.

Im October 1994, the European
Commission called on the European
Union to create a Euro-Mediter-
ranean econoinic zone with its North
African and Middle East neighbours.
This would establish the biggest free
trade zone in the world and help sta-
bilize the Union’s southern and east

flanks.

The importance of the region as an
entity was further underlined by the
communiqué from the Essen Euro-
pean Council in December 1994, It
reiterates the European Union’s will-
ingness to support the Mediter-
ranean countries in their efforts pro-
gressively to wansform their region

inte a zoue of peace, stability, pros-
perity and cooperation, and to this
end irs willingness to establish a
Furo-Mediterranean partnership,
develop “‘appropriate agreements,
progressively strengthen trade rela-
tions between the parties on the ba-
sis, tnter alia, of the results of the
Uruguay Round, and in the light of
the Community’s changing priorities
mainiain an appropriate balance in
the geographical allocation of Com-
munity expenditure and commit-
ments’,

Since the mid 1970s, the Communi-
ty has been linked with most coun-
tries of the Mediterranean region by

Area km® Populacdion Educarion Healch Eooncmy
1993 Fertilicy Projection, Primary school Infant morcality Per capita

estimate rate 2025  Enrolment ratio rate per 1 000 GNP

(1000) (births per (1 000) {% 1993) live births in 1993

in 1992

EniE

Leanon

L

779 450 59 461 3.4

urkey
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EU exports EU wrade
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the region

cooperation or association agree
ments, which provide for preferential
trade and incorporate financial
protocols concluded for a five-year
period, negotiated for each counrtry,
to finance development projects and
economic cooperation activities. In
1992, a new structural adjustment
support instrument was introduced.
These agreements, concluded on a
country-by-country basis, are sup-
plemented by horizontal financial

cooperation with all the non-mem-
ber Mediterranean countries, where
the focus is on regional projects.

Cooperation currently comes under
the new Mediterranean policy
{1992-96), 10 be financed from the
EU budget and EIB loans from its
own resources, with an allocation of
ECU 4 405 million to cover financial
cooperation by country/region and
for horizontal cooperation.

R

Total foreign debt of 12
Mediterranean countries
in 1993 (million ECU)

1992,

EU aid to 12 Mediterranean
countries 1991-93 .1~
{million ECU) '

' Excluding bilateral aid from Member States.
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COOPERATION
WITH AFRICAN,
CARIBBEAN AND
PACIFIC (ACP)
COUNTRIES

B

4

When the foundations of the future European Economic

Community were negotiated at the Messina Conference of
1955, the problems of overseas colonies and protectorates
were not discussed. At the time of the signing of the Treaty
of Rome, Europe’s relations with the Third World were of

a distinctly unilateral nature. Europe was then a
Community of Six with common economic aims and
objectives that did not include development cooperation

among its priorities.

Today the Community numbers 15 members and
development cooperation was officially enshrined as
Community policy in the Maastrichi Treaty on European
Union in 1991. The link between the Community and the
grouping of 70 African, Caribbean and Pacific (ACP)
countries — underwritten by the Lomié Convention —
remains the largest collective cooperation agreement in
the history of relations between the countries of the North

and those of the Soath.

The Lomé& Convention

While the European Union is the
world’s major donor of development
aid, historical reasons dictate that
there is no single financing system
which applies to the different forms
of aid. The European Development
Fund (EDF), established in 958
and the Community’s oldest instru-
ment, has financed each of the sne-

EU imports of 10 leading products from the ACP countries in 1993

Value Quantity
(million EGU)

{millicn tonrnes)

Cocoa

Raw cane sugar

791 830

700 1.323

Unsorted diamands

Raw gold

Uncarded cotton

208 185

Rural development 48
Social sectors 12
Industry 12
Aid programme ) 18
Services ‘ 6
Other 4

cessive Yaoundé and Lomé conven-
tions. Tt is made up of Member
States’ contributions and is separate
from the Community budget.

The underlying principles of the
Lomé Convention are:

= cooperation between two regional
groups based on respect for the po-
litical and economic options of
each partner;
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CARIBBEAN AND
PACIFIC (ACP)
COUNTRIES

The ACP countries in 1993: Africa (47)

Area lom® Pepulation Fducation Healch Economy
1993 Ferdlicy  Projection, Primary school Infant mortality  Per capita

estimate rate 2025 enrolment ratio rate per 1 000 GNP

{1000) {hirths per {1 000) (% 1993) live births in 1993

woman, 1992} in 1992 (ECU)

e e

Comoros 2 230 607 67 1646 75 50 444

f e

Céte d'Ivoire 322 462 13 397 66 37942 09 91 538

&

L

SoEEEE St

Kenya 580 3

S

Liberia 97 750 2 640 6.2 7234 : 142




‘Lomé IV Convention: Financial protocol 1999-95 (million E

P countries in 1993: Africa

Area km? Population Education Health Ecanomy
1993 Feriility . Projection, Primary school  Infant mortality  Per capita

estimate rale 2025 Enrolment ratio ate per 1 000 GNP

{1 000} (births per {1 000) (% 1993) live births in 1993

woman, 1992} in 1992 (ECU)

e

Mozambique
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w secure and lasting cooperation
based on binding legal arrange-
ments, fixed in a freely negotiated
conrract;

e« global cooperation, combining a

whole range of instrwments for aid

and for the development of wade,
covering all socioeconomic sectors;

= permanent dialogue through three
jeint institutions: the ACP-EU
Council of Ministers; the ACP-ETJ
Committes of Ambassadors and
the ACP-EU Joint Assembly.
Under the trade provisions of the
Lomé Convention, the Community
grants, without requirements of reci-
procity, virtual freedom of access for
ACP expores to EU markets, where-
by most ACP products come in free
of customs duty or equivalent taxes.
Community exports to ACF markets
enjoy most-favoured-nation treat-
ment.

An original element of the Lomé
Convention is Stabex (system for the

stabilization of export earnings)
which is the first North-South sys-
tem to break with traditional com-
mercial rules such as preferential
trade agreements. This support
mechanism is concerned exclusively
with agriculture and has often heen
called an insurance system for bad
years. Its purpose is simple: to grant
direct (inancial aid to offset loss of
carnings by ACP countries.

A parallel sysiem {Sysimin) exists for
the support of the ACP countries’
key ore exports and aims at safe-
guarding mining production.

Area km®

The ACP countries in 1993: Caribbean (15)

Population. Educarion Health Eeonomy

1993 Fertility  Projection, Primary school  Infant mortality  Per capita
estimate rate 2045 enrolment rario race per 1 000 GNP
{1 000} {births per {1 000) (% 1993) live births in 1993
woman, 1992) in 1992 {ECY)
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From the first Europear cooperation agreement between
COOPERATION the regions (the Brazil-Euratom agreen{ient on the
W"‘H l A‘"N peaceful uses of nuclear energy in 1961), the Community’s

relations with Latin America have expanded

A M E R Ic AN considerably.

The basis for bilateral relationships was laid by the

COUNTRlES framework cooperation agreements with Mexico,
Argentina, Brazil and Uruguay. These have evolved from
simple trade cooperation agreements to promote
cooperation in fields such as energy, science and the
environment. As with the Asian countries, the Latin
America agreements are overseen by a joint committee of
representatives from both parties.

Latin American countries in 1993 (18)

Area (lan®} Population [Lducation Health Economy
1993 Feriility  Projection Primary school: Infant mortality  Per capia

estimate rate 2025 envolnent ratio rate per 1 000 CINP

{1 000) (births per {1 000) (% 1993) live births in 1993

woman in 1992) (ECU)

Bolivia 1098 380

Chile

51100

Equador

283 560

Guaremala

108 890

Mexico 1958 200 91 261

Panama

Pern 285 2: 22 454

Venezuela 912 050 21217 3.6 32 665 95 33 2 425




In 1985, a statement annexed to the
act governing Spanish and Por-
mguese accession ro the KU adopted
a resolution “to extend its economic
and commercial cooperation’ to
these countries.

The ELUs commitment to the support
of regional integrarion was under-
lined by the agreement with the An-
dean Pact (see below). There are also
ongoing negotiations towards an
agreement with Mercosur {Brazil,
Argentina, Paraguay and Urnguay).
Third-generation agreements (based
on observance of democratic prinei-
ples and huwman rights) have recent-
Iy been concluded with Central
American Common Market (CACM)
countries (Guatemala, El Salvador,
Nicaragua, Honduras, Costa Rica
and Panama}, the Andean countries
and Brazil.

As is the case with Asian countries,
financial and technical cooperation
with the Latin American countries
dates back to 1970. The Commmumi-
ty’s relations with the region have ex-
panded considerably in recent vears,
with the accession of Spain and Por-
tugal to the Community in 1986
adding an important new dimension
to relations with Latin America.
In line with its policy of supporting
organizations committed to regional
economic integration, the Communi-
ty has signed a non-preferential
framework agreement for commer-
cial and economic cooperarion with
the countries of the Andean Padt
(Bolivia, Colombia, Ecunador, Peru
and Venezuela).

The aid and cooperation activities
are financed by the EU budget and
the 1991-95 programine for Asian
and Latin American countries has a
joint appropriation of ECU 2 750
million under the ALA {Asia and
Latin America) Agreement.
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Total foreign debt of 18 Latin
American countries (million ECU)

EU aid to 18 Latin American
countries (million ECV) ’

COOPERATION
WITH LATIN
AMERICAN
COUNTRIES

Mexico 19 Mexico 100792

Venezuela 3 Venezuela 31994
{4xcluding bilateral aid [rom Member ("1 1990
States.

Venexuela 1148 2027 879
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6

The European Union’s relations with the developing
countries of Asia are less structured than those with the
ACP and Mediterranean countries. Bilateral relations take
the form of cooperation agreements between the
Community and the individual country in question.

While these agreements were limited
in scope to begin with, a set of in-
struments has gradually been put in
place for the developing countries
with which the European Communi-
ty had no special links when the
Treary of Rome was drafted.

As a result, Asian countries at differ-
ent levels of development have been
able to take advantage either of fa-
cilities offered to all third world
countries {the Community’s general-
ized svstem of preferences {GSP),
food aid, etc.) or, more recently, EU
aid for ‘non-associated’ develop-
ing countries, or specific bilateral,
regional or sectoral agreements.

In 1994, third-generation agree-
ments {i.e. based on observance of

&

democratic principles and human
rights) were concluded with India
and Syria.

Financial and technical cooperation
between the European Union and the
Asian couhiries dates back to 1976.
Unuil 1990, this cooperation was
based on annual guidelines and bud-
gets, whereas now the guidelines are
multiannual for the period 1991-95
and cooperation is financed by the
EU budget.

While non-preferential cooperation
agreements have been concluded
with several individual couniries.
once again the EU has opted for a re-
gional approach. Thus, a regional
agreement with the member coun-
tries of the Association of Seuth-East

35 000
45 000+
35 000+
25 000+
15 000+

5 000+
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1993 (17) -
Area kin® Population Education Health  Economy
1993 Fertility Projecuion, Primary school  Infant morality  Per capita
estimare rate 2025 enrolment ratio race per 1 000 GNP
{1 000} (births per {1 000} (% 1993) live hirths in 1993

woman, 1992) (EC)

& Serendn

Myanmar

Asian Nations {ASEAN) (Brunei,
Indonesia, Malaysia, the Philippines,
Singapore and Thailand) was con-
cluded in 1980. This agreement ‘
tablished a framework for commer-
cial, economic and development ‘ ' '
cooperation,

For Asian and Latin American coun-
tries there is an overall commitment
of ECU 2 750 million under the ALA
(Asia and Latin America} agreement
for the 1991-95 programme. In Asia,
priority is given to rural develop-
ment schemes and, in particular, the
improvement of food supplies.
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WITH ASIAN
COUNTRIES

Total external debt of 17 Asian

EU aid to 17 Asian countriaés,
1991 to 1993 (million ECU) '

countries in 1993 (million ECU)

T
.
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“Phili
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' Excluding bilateral aid from Member States.

EL imports EU exports EU trade
from io balance
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INDEX

The numbers refer
to the various chaplers
and sections.

A tist of symbols and
abbreviations is given
on the following page.

Absenteeism,

Accidents

Accommeodation {family, household)
ACP

Acquis communautaire

Active popualation

Activity rates

Age pyraynids

Ageing of the pepulation
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uprices

m preduction

ustocks

asiruciure

mworkfloree

Balance of payments

Balance of trade

Birds {protection of)

Births

Bonds

Budget ol the U

Budger — own resources

Budgetary procedure of the EU

Building imdustry 1
Building and civil enginecring 1
Cancer
CEEC. GCEE.

1
Central and Tastern Curope

1
Crap
Charter of Paris
Chernical industry 1
CIS

1
Climate in the EU

Cohesion Funds

Comroittes of the Regions
Competition policy
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Consumption
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Counetl of Europe

Council of the European Lnion

Court of Justice

Conrt of Auditors

Gourt of Firae Instance

C8CE

Current transactions of the EU

Current-account halance

Customs union,

Deaths

Debt {general government)

Decision-making in the T5J

Deepening of the EC

Demographic statistics

Developing cowirries

Development aid

Developroent coaperation
Direct mternational investient
Diseases

Divorce

Dociors

EAGGE

Earnings

EBRD

Fconomic and Social Commirtes

Economic and monetary union

ECSC
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Employment

EMS

Energy
ncomgen policy
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n production

Engineering
nelectrical and electronic .
nmechanical

Enlargement of the EU
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Environment

Environmenr (common policy)
Cnvironmental expenditre
ERDI

Furatom

European Cenrtral Bank

European Cornmission
European Cowneil
Luropean Economic Arca

European Environment Agency
Eunropean institutions

European Investment Bank
Enropean Monetary Insiitute

European Parliamert
European Social [und
European Union
Exchange rates 1
External trade
Family budgers
Ferrility
FIFG
Financing of the IEU
Fish-farming
Fishing
ncommon fisheries policy
u flect
u production
Food industry
Fereign/mon-national:
mpopulation
mworkers
Forests

GATT. GATs
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Cermany, unilication of

CNP

Gross fixed-capital formation

Healch

Home-owners

Hotels

Bousehald
maccommodation
m ConsiTption
mexpenditure
mong-person hooseholds
mstructure

Housing

Immigrants
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Industry
= building and civil engineering
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achemical
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amechauical engineering

niextile
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Infation
Infiastmciure {common policy)
Tnternal market
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Labour costs
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Land use
Legislation. Gommunity
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Maghreh

Marriage

Marshall Plan

-
=R OOV MESENONN—~WUOWRWWWWW—wW

T e ] e DR e = A QO BT D =

Men
wanplovment 81
82
wu population 51
mupemployineut 84
Money races 152
Mortality 52
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Non-narionals A
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OEFEC 1
O5CE ___ 13
Part-time working 83
PHARE mragramme 3
181
Policies
magricublural 3
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W COTALITET 3
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wenvironment

nlizheries
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winfrastmgtore
mindustcial
wregional
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mLransport
Political union
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Presidents of the Parliament

Price index

B2 Ghi = D0 B P et D0 b= DS LT R —

(R SSl Se JEEARLS AN L (S VL |

Prices
Proceedings befors the Court of Justice
Public finances
Purchasing power parities
Purchasing power

-t

|

Qualified mayovivy

R&D cooperarion
Regional policy

Relief map of Europe
Research and developraeni

I

- lJ!'ﬁgr\‘.’UnnleS
Reserves (ofticial foreign-exchange)
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Third World
Tourism
Transport
mCommon policy
nzood: haulage
wietworks
mPAsEENgEr (ranspout
Transpore equipment industry
Treaty
wol accession _
won Buropean Umon {Maastricht Trears)_
wof Cporto

o 00 ] b = T RO D D = o DO RS RS W W0 R = R = = B = DD DD = 1D BRSNS D DD = — = O

-

[ Qe -

wol Paris

wof Bome -
Unemployment _
Lnificarion of Germany &8

Ulthunization

Wages and salavies
Waste/reluse
Waste water freannent
Water qualiry

Water

Westera Bnrope
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' Member States of the
ABDREVIATIONS =

ARM Armenia

B Belgium AZE Azerbaijan
DK Denmark BLR Belarus

D Germany GEO Georgia

GR . Greece . KAZ Kazakhstan

E Spain KGZ Kyvreyzstan

r France MDA Moldova

IRL Ireland RUS Russia

I Tealy ‘ TIK Tadjikistan

L Luxembourg TKM Turkmenistan
NL Netherlands UKR Lkraine

A Austria UZB Uzbelkistan

P Portugal

PN kel
S Sweden

AGO fAngola

BDI Burundi
BEN Benin

BFA Burkina Faso
BWA Botswana
CAT Central African Republic
CIvV Cate d'Tvoire
CMR Cameroon
COG Congo

COM Comoros .,
cry Cape Verde
DII Dijibouti

. DZA Algeria
Other European countries EGY Eavpl

UK United Kingdom

EUR 6  Belgium, Federal Republic
ol Cermany, France, ltaly,
Luxembourg, Netherlands

EUR Y9 LUR 6 plus Denmark, Ire-
land and United Kingdom

EUR 10 EUR 9 plus Greece

EUR 12 EUR 10 plus Spain and
Portugal

EUR 15 EUR 12 plus Austria, Fin-
land and Sweden

IS leeland ERI1 Eritrea
I'L Liechtensrein i ETH Ethiopia
N Norway ¥ GADB Cabon
CH Switzerland CHA Chana
AND Andorra GIN Cuinea
cyp Cyprus GMB Cambia
MIT Malta GNB Guinea-Bissan
TUR Turkey GNQ Equitorial Gainea
CEECs KEN Kenvya
ALB Albania LBR Liberia

! BGR Bulgaria LBY T.echanon,
BIH Bosnia-Herzegovina LSO Lesotho
CZE Czech Republic MAR Moroceo
EST Estonia MDG  Madagascar
HRY Croatia ML1 Mali
HUN Hungary MOZ Mozan]])ic[lle
LTU Lithuania MRT Mauritania
LVA Latvia MUS Mauririus
POL Poland MWI Malawi
ROM Romania NAM Narnibia
SVK Slovakia NER Niger

SVN Slovenia NGA Nigeria



REU
RWA
SDN
SEN
SLE
SOM
SWZ
TCD
TGO
TUN
TZA
UGA
LA
LAR
ZMB
ZWE

American Stales

ARG
BHS
BLZ
BMU
BOL
BRA
CAN
CHL
COL
CRI
CUB
DOM
ECT
GRL
GIM
CUF
GUY
HND
HTI
JAM
MEX
NIC
PAN
PER
PRI
PRY
SLV
SUR
URY
USA
VEN

Réunion
Rwanda
Sudan
Senegal
Sierra Leone
Somalia
Swaziland
Chad

Togo

Tunisia
Tanzania
Uganda
South Africa
ZLaire
Zambia
Zimbabwe

Argentina
Bakhamas
Belize
Bermuda
Bolivia
Brazil
Canada
Chile
Colombia
Costa Rica
Cuba
Dominican Republic
Ecuador
Greenland
Cuatemala
French Guiana
Guyana
Honduras
Haiti
Jamaica
Mexico
Nicaragua
Panama
Peru
Puerto Rico
Paraguay
Tl Salvador
Suriname
Uruguay
United States
Yenezuela

~ Asian States

ARE
BCD
BTN
CIIN
HKG
DN
IND
RN
1RO
ISR
JOR
JAP
KHM

Oceanian States

AUS
NCIL.
NZL
TON
TUY
VUT
WsM

ECU

Oor ecu

United Arab Fmirates

Bangladesh
Bhutan
China
Hong Kong
Indonesia
India

Tran

Trag

Israel
Jordan
Japan

Cambodia

- South Korea

Kuwait

Laos

Lebanon

Sri Lanka
Maldives
Myanmar
(formerly Burma)
Mongolia
Malaysia

Nepal

Orman

Pakistan
Philippines
Papua New Guinea
Qatar
Saudi Arabia
Singapore
Seychelles
Syria
Thailand
Viet Nam
Yemen

Australia

New Caledonia
New Zealand
Tonga

Tuvala
Vanuatu

Western Samoa

European currency unit

&

BIR
DKR
DM
DR
ESC
T
I'MK
HI'L
IRL
LFR
LIT
0s
PTA
SKR
UKL
CAD
UsD
YEN

Belgian [ranc
Danish krone
Cerman marle
Greek drachma
Portuguese escudo
French franc
Finnish marklka
Dutch guilder
[rish pound
Luxembourg franc
Italian lira
Austrian schilling
Spanish peseta
Swedish krona
pound sterling
Canadian dollar
[Inited States dollar
Japanese ven

Other abbreviations

bn

GRT
ha
hl
kWh
t

Ty
loe
TwWh
ABL
ACE

ACP

ALA

ASEAN

AWU

billion (= thousand mil-
fion)

gross registered ronnage
hectarc

hectolitre

kilowair hour

tornne

terajoule = 1012 j

tonne of oil equivalent
terawatt hour = 109 k'Wh
aduli bovine mmit

Action by the Community
I'elating to the Q&'Jﬁr()fh
ment

African, Caribbean and
Pacific countries {signato-
ries of the Lomé Conven-
tion)

Countries of Asia and
Latin America

Association of South-East
Asian Narions

annual work unit

Benelux Economic Union of Bel-

BIS

BLEU

gium, the Netherlands and
fLuxernbourg

Banlk for International
Settlements
Belgo-Luxembourg Eco-
nomic Union {B/L)

(41213]



CAE Community actions for the
environinent

CAP common agricultaral
policy

CEEC/

CCEE  Central and East Euro-
pean country/country of
Central and East Europe

CFKC chlorofluorocarbons

Crp common fisheries policy

CIET Centre for Information on
Education Techniques

cif cost., msurance and freight

CIS Commonwealth of Inde-
pendent States

CMEA -

Comecon Council for Mutual
Economic Assistance

Coreper Committee of Permanent
Representarives

CSCLE  Conference on Security
and Cooperation in Eu-
rope

DC developing country

EACCE European Agricultural
Guidance and Guarantee
Fund

ECB European Central Bank

EBA Eecu Banking Association

EBRD  European Bank for Recon-
structuon and Develop-
mernt

EC European Conmmnunity

ECNR  Ewropean Cowncil for
Nuclear Research

ECSC  European Coal and Steel
Community

EDC European Defence Com-
murity

EDK European Development
[Fund

LEEA European Economic Area

EEC Furopean Fconomic Com-
IMUNity

EFTA  Bwopean Iree Trade
Association

EIB European Invesrment
Bank

EIONET European environmental
information and observa-
1ion network

EMCF

EMF
EMI

EMS
EMU
FOEC
EONR
EPO
ERDF
ERM
ESA
ESA
ESCB
ESF

ESF
Esprit

EU
Eurcka

FIrG
rop

fob
GATS

GATT

GDP
GFCF

GNP
GspP

GCVA

European Monetary Coop-
eration Fund

European Monetary Fund
LZuropean Monctary
Institute

European Monetary
Svstem

Economic and monetary
union

Europcan Organization
for Economic Cooperation
Luropean Organization
for Nuclear Rescarch
European Patent Ovgani-
zation

European Regional Devel-
opment Fund
Exchange-rate mechanism
European Space Agency
Luropean system of inte-
grated ceonomic accounts
{Furostat)

European Systern of Cen-
tral Banks

European Science Foun-
darion

European Social Fund
European strategic pro-
gramme for research and
development in informa-
tion technology 3
European Union
Community programme
for research in technology
Financial Instrument for
Fisheries Guidance
I'rench overseas depart-
ment(s)

free on board

Gencral Agreement on
Trade in Services
General Agreement on
Tariffs and Trade

gvoss domestic product
gross fixed capital [orma-
f1on

gross national product
generalized system of pref-
erences

gross value-added

IBRD

1ILO
ILO
IMF
JHA
LDC
LU

MEN
MMI

NACE

NAFTA

NATO

NC1

NIC

NUTS

0CTs

OLECD

OFEEC

OPEC

OS5CL

PHARE

PPS

R&D
SDR

Inrernational Bank for Re-
construction and Develop-
ment (World Banl) (UNO}
International
Office
[nternatonal Labour
Organization (UNO)
Foternational Monetary
Fund

cooperation in the fields of
justice and home affairs
less developed
country/countries
livestock unit

Labour

most [avoured nation
‘Maghreb, Mashreq and

lsracl

General industrial classifi-
cation of econamic activi-
fies within the European
Communities

North American Free
Trade Agreement

North Atlantic Treaty
Organization

New Comimunity
[nstrument

newly industrialized coun-
tries

Nomenclature of territori-
al units for statistics
overseas counliries and
territories

Organization for
Economic Cooperation
and Development
Organization for
Eurcopean Econemic
Cooperation

Organization of Petrolenm
Exporring Countries
Organization for Security
and Cooperation in
Furope
Poland-Hungary assis-
tance in the restructuring
of econories

purchasing power
standard

research and development
Special drawing right




SGM standard gross margin(s)
SITC Standard International
Trade Classification

SME small and medivm-sized
enterprisels)
S5&T science and technology

Stabex  system for the stabilizarion
of export earnings (of the
ACP and QCT/PTOM)

Sysmin system of aid for mining
products — special {inanc-
ing (acility lor mining
products ol the ACP and
QCT

TAC total allowable catches

TACIS  technical assistance 1o the
Commonwealth of Inde-
pendent States

LAA utilized agricaltural area

Unciad United Nations Confer-
ence on Trade and Devel-
opment '

UNO United Nations Organiza-
[Lomn

VAT value-added tax

WEL  Westean European Union

WTO  World Trade Organization

NB:

EUR 12 refers to the 12 Member
States before the accession of Aus-
tria, Finland and Sweden on 1 Janu-
ary 1995,

FUR 15 includes the 15 Meniber
States, even for data relating to peri-
ods belore the accession of Austria,
Finland and Sweden.

Germany: Germany is usually raken
to be as constituted after unification
on 3 October 1990, However, certafin
data concern only the territory of the
Federal Republic before unificarion
{referred to as the “old Léander’).




Furopean Gominission

Europe in figures — fourth edition

Luxembourg: Otfice for Official Publications of the Eurepean Communities
1995 - 425 pp. — 21.0x27.0 cm.

Theme 1: General Statistics {midnight blue)

Series A: Yearbook and vearly statistics

ISBN 92-827-0075-3

Catalogue No: CA-87-95-7(01-EN-C

Price (excluding VATY in Luxembourg: EGL15

P

The graphs, statistical tables, maps, illustrations and commentaries presént an
overall picture of European integration, the salient features of present-dav life in the
Linien and the position of the European Union in the world.

The 18 chapters cover all the stadstical themes deale with by Eurostat, the
Statistical Office of the European Communities, namely:

0. Miscellaneons

T. General statistics

2. Economy and linance

3. Population and social conditions

4. Tnergy and industry

5. Agriculture, Torestry and fisheries

6. External trade and balance of payments
7. Services and transport

8. Environment

Q. Research and development
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