COMMISSION OF THE EUROPEAN COMMUNITIES

- SEC(94) 2043 final - Brussels, 07.12.1994

COMMUNICATION FROM THE COMMISSION TO THE COUNCIL

Entry into force of the EEA Agreement for Liechtenstein
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1. Background : ‘
The Agreement on the European Economic Area extends the Commumty s smgle market-

B ‘Communication to the Council :
ST Enu into force of the EEA Ageement for Llechtcnstem

PR

legislation to the States of the European Free Trade Assocratlon (EFTA). The Agreement was

. _signed in Oporto in May: 1992 but was modified by an Ad]ustmg Protocol to take account of
_ the negative result of the referendum in Swrtzerland on 6 December 1992.

1

' 'lhe result of the referendum n Prmclpallty ot Lrechtenstem one week later was posmve
- However, because of its close regional ties with Switzerland (mcludmg a customs_union),
Liechtenstein could not participate. lmmedrately in the EEA, which entered into force in the,

'meantlme for the C ommumty, Austrta leand lceland Norway and Sweden on | January
o 1994 - ‘

The Ad]ustmg Protocol prov1des that the EEA w1ll enter into force for L1echtenstem ona date :

. to be determined by the EEA Council provided that: R '

- the good functlomng of the EEA Agreement i is. not lmpatred and
.~"- the EEA Council has taken other decnsnons necessary to allow the EEA to enter mto torce

~ for the Prmcrpaltty

2, Llechtenstem S reauests ol BRI a
- Liechtenstein's approach as presented in the torm ofa Memorandum in December J99¥ and
. more detaJled requests formulated in September 1994, is that the Principality will maintain
a customs union with Switzerland. The currency union, patent union and other agreements . -
. including the post and telecommunications sectors will also remain in force. However,"the
“text of the customs union- agreement between Ltechtensteln and Swrtzerland has to be

amended to take account of the EEA entermg mto force for the Prmcrpallty

g The response of the Commumty in the EEA Counc1l shiould be based on 3 elements

- to treat sympathettcally where possrble those: requests which result d1rectly from
" Liechtenstein's close links with Switzerland;

- to ensure that integrity of the EEA arrangements is respected and that Switzerland and its
L economlc operators do not gain more favourable treatment asa resu]t of the EEA entertng o

: 'mto force for the Principality;.

S to avoid where possnble renegottatlon of the dates for transrtlon penods already aoreed

with Ltechtenstem

© At the meettng of the EEA Councﬂ at Mlmstenal level on. 17 May 1994 all parttes declared o
their intention to do everything: within their | power to allow Liechtenstein to become a member
~of the EEA before the end of the year. This will require a decision at the next. meeting of the-~
EEA Council on 20" December 1994, 'by common agreement’ among ‘the seventeen EEA -
~ States. The Commission recommends that the Commumty posmon in the EEA Councrl be .
based on this Commumcatxon and 1ts Annex oL S :

-



" The most important proposals which Li:echtenstein has put forward are as follows:

(a) Free movement of Goods .
The maintenance of a customs union between Liechtenstein and Switzerland has important
implications in the field of customs arrangements and technical regulations. Firstly, in the
field of customs matters, movement of goods between Liechtenstein and the other States of
the EEA via Switzerland will be controlled only at the border between Switzerland and the
other EEA States concerned. The principles of the arrangements proposed by Liechtenstein
are acceptable to the Commission.

i
!

Secondly; in the field of technical regulations and standards, goods which conform to Swiss
rules, but not necessarily to the EEA acquis, will continue to circulate freely in Liechtenstein

- the concept of "parallel marketability”; The arrangements which Liechtenstein proposes will

need to ensure that products exported from the Principality under the EEA Agreement are in
full conformlty with the EEA techmcal regulations and standards.

(b) Free movement of persons

This is a politically sensitive matter. The Prmcxpahty requests that the date of the expiry of :

the transition period in this field be extended by 2 years from 1 January 1998 to | January
*2000. There is no justification for a modification of the date already agreed. However, the

provisions of the review clause Wh]Ch take account of the specific sxtuatlon of Llechtenstem '

are recalled - } l

1
)

: (c) Free movement of capital

Liechtenstein requests changes to the dates originally agreed to in the EEA. The transition

periods concern investment in real estate and direct investment on national territory. As with
. the tfree movement of persons no change in the dates is Justlﬁed :

d Other transition periods
Liechtenstein has made more than fifty other requests tor additional .transition perlods or
~ derogations from the EEA acquis. Where agreed transition periods expire at the end of this

year, some flexibility is proposed since the Principality has not yet begun the process of -
implementing the acquis concerned. It is recommended that, .in cases where there is no

' substantla.l Justification, other requests be rejected
o
3. Conclusnon . C !
Liechtenstein has expressed a clear wish to participate in the EEA and the EEA Councxl has
confirmed its political commitment to that end. However, the Principality also insists on
maintaining its customs arrangements and regional ties with Switzerland. The amendments

to the customs union agreement will be the subject of parliamentary ratification procedures ‘

in both Liechtenstein and Switzerland, and the Principality intends to hold a referendum on
these amendments and the adjustmg Protocol to the EEA Agreement. )

-The Council is invited to base its response to L1echtenstem s requests, in view of the

Commumty s position in the next meeting ot the EEA Councﬂ on the lines suggested in this --

Commumcatlon and 1ts Annex.
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Annex

SUMMARY OF LIECHTENSTE]N S REQUESTS AND SUG(,ESTED RESPONSE e

_(i_l) Free movement of Goods o '_ R
~ Amnex I,.Chapter I - Veterinary issues =~ .
- Annex 11, Chapter XII - Foodstuffs -
‘Protocol 3 - Processed agricultural products -

- Inlview ‘of Liechtenstein's continuing links with Swrtzerland Lrechtenstem has requested o

transitional periods of five years with a review for the above leglslatlon

w Given the low level of trade with Llechtenstem, the Comrmssron proposos that a

comexslon be made hy acceptmg these three requests

_l Standards - the. prmcmle of "parallel marketabthty :
Liechtenstein proposes'to continue to apply Swiss legislation on \product standards as well
as the harmonised EC/EEA technical regulations i in Annex Il (as well as Annex 1 Chapters

~1l'and 1l and Protocol 47) to the EEA Agreement.: Products manufactured in Sw1tzerland
or. Liechtenstein, which meet Swiss national rules, but not necessarily EEA ones, would - -
continue to circulate freely in the Principality. This constitutes a horizontal derogation
from the principles of Article 23 (exclusivity of apphcatlon of the acquls in the held of o

“technical regulatlons) and Artlcle 17 EEA.
_ Harmomsed areas

B " Liechtenstein will need to: ensure that products complymg with. Protocol 4 EEA;

manufactured in the Prmcrpahty comply with EEA technical regulations, standards, testing
and certification as well as the provisions of Annex | Chapters I and Il and Protocol 47

- ~when exported to other EEA States. . - ' | : :
Non-harmonised areas R o

"~ _For products not covered by the harmomsed EC/EEA techmcal regulatlons natlonal

- standards. legislation applies.' For Llechtenstem this would be Swiss standards law. This

means that, for EEA originating products manufactured in Liechtenstein; the Commumty: ‘

- and its EEA partners would have a recognition of Swiss national. standards n the non-.
harmonised areas ("Cassis de Dijon")." : o

‘ -. It-1s most important to note that if Swrss or1g1natmg products not covered by, the tullv :
~ harmonised EC/EEA technical regulations were by any means to obtam EEA ongin

through the conriection between Switzerland and Liechtenstein, such products would gain

full ‘market access ‘throughout the EEA. For this reason, it is essentlal o ensure the proper '

1mp]ementatlon and application of the EEA origin rules.’
_Mmg. The Commlsslon proposes to accept the prmcrples of the ahove arrangements they

do not. benefit goods’ orlgmatmg in Switzerland if the EEA rules are properl\ B

‘ nnplemented

-

- (v) Customs arrangements/Rules of origin

- Under the arrangements proposed by Liechtenstein, the Prmcrpahty wrll set up its own. ‘-

- central customs-office: This office will then "sub-contract™ the main operational tasks.to .
~ the Swiss customs authorities.: Movements of goods to or from Llechtenstem may take.

place directly (across the Principality's one border with the rest of the EEA =that is wrth e

Austria-- at Schaanwald) or indirectly. via Swrtzerland
-.Exports from Liechtenstein: '

- In many cases, - EEA. products ongmatmg in Llechtenstem w111 be exported via
~ Switzerland, in some cases by Swiss (rather than Liechtenstein) operators. Liechtenstein



therefore requests that its EEA partners agree to provide a legal basis for Sw1ss authontles
and operators to issue EEA evidences of origin in Switzerland. _
The EEA agreement. includes a regime of "full cumulation of processes” under which

goods ongmatmg in third countries may obtain EEA origin once a certain amount of

processing has been carried ‘out w:thm EEA countries. It should be recalled that the
Community decided after the negatlve result of the Swiss” referendum that the
Confederation would not be included in this full cumulation regime.

Clearly, processing of third country goods carried out in Liechtenstein (as an EEA State)
should count in cumulation calculations, whereas processing carried out in Switzerland
(a third country) should not. The difficulty of ensuring correct application of this principle
should-not be underestimated, especially since there are cases where the same economxc
operator has production facilities i n ‘both Switzerland and Liechtenstein. -

Assurances will be required. from' the competent authorities in Switzerland that the

application of these arrangements will be carried out in accordance with EEA rules. These |

rules include verification procedures in case of doubts as to authenticity.

_W The Comnission proposes to accept the principles of the .lrrangemems proposed hy
Liechtenstein - subject to the precautions cited below, -

For exports to Liechtenstein.
It 1s proposed that EEA products destmed for Llechtenstem which arrive at Swiss borders

‘will be treated under the EC-Swntzerland Free Trade Agreement (or the Stockholm

Convention). Where the preferentlal treatment under those agreements is less favourable
than under the EEA, the operator can either pay tariffs (o the Swiss authorities with
reimbursement on application at the Liechtenstein- customs office or use a transit
procedure. In practice, this will only apply to a limited number of products.

- Proposed response:  Given the availability of the transit procedure the Commssmn propos&» to accept

the proposed arrangements

N.B. Generally, for customs matters, the implementation of these principles will require close cooperation
between the customs authormes of Llechtenstem and precise guarantees of the Swiss authorities.

T~

(b) Free movement of persons 5

“The text of the EEA Agreement signed in Oporto, to which Llechtenstem isa Contractmg

Party, grants a transition period until 1 January 1998 for the Principality to maintain its

present national legislation on entry, re51dence and employment (including prowsmns
relating to seasonal and frontier workers). .

. Liechtenstein requests a 2-year extension to the transition period to take account of the

late entry into force of the EEA (aiconcession Wthh has not been granted to anv EEA
partner before). - - '
Furthermore, Liechtenstein made a Declaranon mdlcatmg that it v1ewed a situation

Justifying the activation of the EEA's sateguard clause (Article 112) to exist in the case -

of an extraordinary increase in the number of nationals from the EEA States, or in the
total number of jobs in the economy. '
w There is no justification for dmngmg the agreed date. ot 1/1/98.
The political sensitivity of this matter for Liechtenstein is recognised and the EEA
Agreement already includes a provision that "at the end of the transitional perlod
- for Liechtenstein, the transitional measures shall be jointly reviewed by the

Contracting Parties » duly taking into account the specific situation of Liechtenstein.

[ -
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() Free movement of cagntal

- Again, Liechtenstein requests that these periods be extended by 2 years

,_ (d) Free movement of services

- .The Oporto text of the EEA Agreement prov1des transrtron perrods to l January- 1998 for,_ T .‘

investment in- real estate on national _territory and to .l January . l996 regardrno direct
- investment on national territory,. ‘Liechtenstein also declared its view that use of the

- safeguard - mechamsm ‘would be justxﬁed if capital. flows from other. Contracting Parties

“endangered the access of the resident population to real estate. - .

~_[mg1_m§mr_xse, There is no Justlt' ication for aueptmg any change to the agreed dates. -

Ltechtenstem requests a transition period of h] years with review for the apphcatron of the
Commumty s acquis in the field of civil aviation..

w Given that Lommercldl dll' tmmport possrhllltles are llrmted thls request Lould be _‘

atcepted

(elOtherrequests I

L Liechtenstein has made more than ﬁfty other requests for addltlonal transition periods or

. derogatrons from the EEA "acquis. They. include the non-application of the whole EEA

‘Statistics acquis, withthe exception of the comprlatron of statistics on forergn workers. .
Lrechtenstem will need to supply separate statistics in.the field of free movement of goods

» il order to allow the’ EEA Joint Commlttee to momtor the good functlomng ot the EEA
~ Agreement in this area.

| - Where ‘transition periods already agreed exprre at the end of 1994 ‘some ﬂexrbrhty is
. proposed to allow the Principality to implement the acquis concerned: leen that the EEA
can only enter into force in the early part.of next year the Commlssmn proposes to extend_3

K ‘the transmon penods to 1 January 1996 for the following: .
- 3 Directives in the field of Financial services -
- .~ 7 Directivés in the field of. Pubhc procurement
<" I Directive in the field of Equal treatment for 'men.and women

- . 2 Directives and '3 derrved Decrslons in the’ treld of oenemall

modified organisms : S

— No further transition period should be’ granted in the ﬁeld of company law, where the

acquis is-due.to be 1mp1emented from '1/1/97. However, it can be accepted that 2 related
_ Directives'in the financial services sector be applied only from that date. .

- Liechtenstein's request to have the Swiss qualifications.of its residents recogmsed by the :
. EEA partners should bé resolved with the same. non—bmdmg solutlon which was developed ‘

-

for Icelandlc natlonals in- the ongmal EEA Agreement





