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1. This report on progress made In completing the area
without frontiers Is the second, and final!, report that the
Commission Is required to transmit to the Council and to
Parliament under Articlie 8b of the Treaty. Five years after
publication of the Commission’'s White Paper, three years
after the entry Into force of the Single European Act and
two years before the deadline of 31 December 1992, the time
Is ripe to make an overall assessment of progress
accomplished and of the obstacles remaining.

2. This report is intended to ensure balanced progress in
the achievement of the 1992 objective as Vlald down in
Article 8a of the Treaty. At this stage, the Commission

considers that all the conditions for the achievement of
this objective are met. The Community has committed Itself
with its structural pollcy measures to ensuring full

participation of the less developed regions of the Community
in the economic benefits of the area without frontiers.
Similarly, the first measures of the soclal dimension of the
single market have been put in place, at an unsatisfactory

rate of decision~taking by the Counclli, Iin the light of the
Soclial Charter, Intended to fuily associate workers with the
advantages of the Europe without frontiers. But, the

conditions for success depend also on research poticy
intended to strenghten the technologicai base of European
industry, and external policy, which must place the

Community in an open and competitive international
environment.

3. As regards the single market, the 1985 White Paper
programme remains the reference programme for the
achievement of the objective, even though the Single Act has
permitted the development of legistative inttiatives in
areas which were not strictiy in thls programme. In making
this assessment, the Commission would stress that appraisal
of the results obtalined cannot depend solely on a
quantitative evaluation of the number of -decisions taken in

relation to the initial programme; the political and
economic impact of the creation of an area without frontiers
will manifest Itself fully only 1 f substantial and
sufficient progress is achieved in all the areas covered by
the programme. The Commission would also stress that the
deadl ine of 31 December 1992 has now acquired an
unmistakable economlc signiflcance for economic operators,
for public opinion and for third countries; it must
therefore be respected at all costs. For the achievement of
this objective, the abotition of frontier controls on

persons, goods and services has acquired symbolic
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significance; any failure In this respect would detract from
the impact of progress to date as far as public opinion and
individuals themselves are concerned. The area without
frontliers must give the citlizen access to a new area of
freedom for moving around and for working In the Community.
This political construction constitutes the essential
foundation for economic¢c and monetary union and political
union. A fTalilure to achieve these objesctives could not helip
but affect these still more ambitious objectives which will

be the subject of Intergovernmental conferences at the end
of this year.

4.The Commission has been able to table all the planned
measures ahead of schedule. The Single European Act has
proved its effectiveness:

- it has lent credibillity to the Community
decision-making process. With more than two thirds of
the measures envisaged in the 1985 White Paper now
having been adopted by the Council, the essential
features of the architecture of the single market are
already Iin place;

- It has maintalned the adherence to the 1992 objective,
thanks to the doubling of the capacities for
intervention of the structural policy instruments and
the implementation of the actlon programme relating to
the Community Charter of the Fundamental Social Rights
of Workers under the permanent consultation process
with the two sides of indusiry;

- lastly, the cooperation procedure has paved the way for
compromises generally acceptabie to atl the
institutions, with any derogations being strictly
limited In time and Jjustifled by economic cohesion
objectives.

It should also be borne in mind that, during this period,

the successful integration of Spain and Portugal has taken
place. The Community has also dealt effectively with the
welcome, albeit unexpected, phenomenon of German

unification.

5. Progress is also measured In terms of the behaviour of
operators, whether in the buslinhess community or within
government. The credibllity of the objJective of the
measures taken has prompted those involved to prepare the
ground for 1992, a phenomenon which Is In turn fuelling the
dynamism of the Iintegration process; this dynamism wili be

strengthened by the entry into force in 1991 of important
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measures such as the mutual recognition of diplomas or the
opening of stock markets. The Commission has assessed the
economic and industrial effects of ¢this dynamlsm,1 which
already surpasses the assessments given in Its 1987 studles
on the cost of non-Europe. Some examples l1llustrate this
impact:

- since 1984, the Community has Increased production by
more than 20% and created 8.5 mlilion Jobs;

- the share of intra-Community trade Iin volume terms rose
from 55% Iin 1982 to some 62% in 1988;

- among the less-advanced countries of the Community,
Spain and Portugal! have benefited as a matter of
priority from the increase In investment;

- the growth of investment iIn the Community has also
attracted external investment while the dynamism of the
European economy has permitted an Iincrease In
investment by European firms outside the Communlity.

6. The Commission’s White Paper contains three major
chapters: the removal of technical barriers, the removal of
physical barrlers and the removat of tax barrilers. I f
progress towards the abolition of technical barriers 1Is,
despite certaln areas of difficulty, generally satisfactory,
the same cannot be said of the other two.

As regards Internal frontlers, the Commission pursued two
objectives. On the one hand, It aimed for the elimination
at frontliers of certaln administrative controls and
formalitlies which constituted not only an Important source
of costs for economic operators, particularly the SME's, but

also a considerable psychologlcal barrier, in particular
for Indlividuals and small and medium-sized buslinesses. on
the other hand, over and above the simple elimination of
controls at frontiers, It strove to establiish the

conditions, notably 1in the tax and health flelds, which
would ensure the movement of goods and services within the
Communlity under the same conditions as within Member States:

- With regard to the first objJective, the Counclil has not
yet been able to reach agreement on the declislions
necessary for the removal of controls on the free
movement of persons. Against this, baslc political
declsions have been taken In the fields of indirect

taxation and animal and plant-health controls.
However, these declisions of principle wllil remain
without effect, especlially In the tax field, If the
Councl| cannot define the basic Implementing provisions
on time.

1 SEC(90)494 of 28 March 1990, "Three years to the
completion of the internal market - a first assessment

of its impact".
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- With regard to the second objective, however, the
situation Is far from satisfactory. As far as
indirect taxatlion is concerned, provision has been made
for a transitional peritod beyond 1962, at the end of

which the deflnitive unified VAT system will be in
operatlion; In the Commission’s view, this period should
not run beyond 1986. In the fleld of animal and plant
health, a large number of measures have yet to be
taken.

7. The situation should also be analyssd from the point of
view of those bodies called upon to take decisions. The
Council meetings on the Internal market have overall made
considerable progress. However, the Council has fallen
behind schedule to a worrying extent in other areas (In
particular agriculture, economic and financial affairs, and
the movement of people). Therefore, a more concerted effort
shouid be made and greater Iimpetus given by the Council to
the 1992 objlective, reflecting more <ciosely the high
priority assigned to it.

ADOPTION OF MEASURES FOR ABOLISHING INTERNAL FRONTIERS

8. As Indicated above, It Is In the removai of physical and
tax frontiers that the most Important work remains to be
done, the removal of technical frontiers having reached the
point of irreversibility.

1. Removai of physical and tax frontliers

9. The objective of abolishing frontiers spelt out in
Article 8a of the Treaty represents both a politicat
ambition fundamental to the Community integration process
and a technical challenge because of the diversity of areas
invoived. This technical complexity must not be used as a
pretext for calling the obJective Iinto question. Any such
setback would be fatal to the Community’'s Image at a time
when 1Iits Eastern European neighbours have surmounted much

greater obstacles in recent months. Accordingly, the
Commission considers that the Iimplementation of the Single
European Act must involve the abolition of all formaliities,

Iincluding those appllicable to non-Community nationats
moving within the Community.
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10. However, It ts precisely in the elimination of physical
and tax controls at frontlers that work is furthest behlind
schedule. stiit confronted with a panoply of pollce and

customs checks at ports and airports and (to a lesser extent
among the Member States party to the Schengen Agreement) at
land frontlers, Indlividuals have, within Jjust under two
years to go to the 1992 deadline, every reason to wonder
what the political commitments made amount to in practice.
However, there have been signs In recent months that the
situation 1is wevolving in a way which suggests that the
Commission’s message Is getting through.

11. It is of fundamental importance that, as with the
internal market programme as a whole, the Commisslion should
ensure the total Irreversibllity of this objective. Hal f
measures will not suffice; as long as structures for
carrying out checks remain In place at frontiers, checks
will be carried out. Such administrative control structures

must therefore be <challenged and, for that, the soclal
implicatlions for the personnel concerned must be grasped and
in particular the safeguards which individuals have a right
to expect must be secured, notably as regards security,
immigration and measures to combat drug trafficking.

(a) Abolition of controls on goods

12. Work has certainly progressed in recent months, as
regards both customs controls in the strict sense and animal
and piant health controls:

- Customs controls: The Council has adopted two basic
measures which wil{ take effect on 1 Janhuary 1993. One
concerns the abolition of the transit regime in

intra-Community trade and the other the "presumption”
that any product on the Community market has Communlity
"status", thus abollshing the need to control origin in
intra-Community trade. The Commission was therefore In
a position to present a proposal in 1990 for the
eiimination of the single administrative document,
which Iis the basic document Iin all customs procedures;
this proposal forms part of the system proposed by the
Commission with a view to the abolition of fiscal
frontiers.
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Animal and plant-health controls: Harmonlization of the
refevant rules has progressed slnce the last Article 8b
report drawn up by the Commission. Although 35
proposals are currently before the Council, 47 have now
been adopted, especlially In the past two years. The
Council has now accepted the basic principles contained
In the Commission’'s proposals wlth the exception of
the principle of extending to the national market
existing rutes for IiIntra-community trade ; the other
difficulties concern notably the guarantees as to the
functioning of the rules laid down and the difflculty
of delegation of powers to the Commission. In order to
respond to the doubts expressed by Member States
concerning the current management <capacity for the
regulations adopted or yet to be adopted by Council,
the Commission envisages the setting up of a Veterinary
and Plant Health agency which would g¢give technical
support to the management of these regulatlions.

As regards animal health controls, the Commission has
proposed three types of provision: first, the
conditions for allowling Ilive animals and products of
animal origin to cross frontiers unrestricted; second,
the condlitlions for releasing goods onto the market, the
aim being to ensure automatic recognition of controls
carried out at the place of production; and, third,

arrangements for the eradication of diseases. The
necessary measures for abolishing controls at frontiers
have now been adopted and some will take effect before
1 January 1993. This does not mean that the work has
been completed, since 26 proposals are still before the
Council; these measures must be adopted to establish

ldentical controls Iirrespective of the origin of the
products, but thelr adoption Is not a prerequisite for

the abolition of controils at frontiers. However ,
these decisions allow the quarantine rule to be
retained, in those Member States which apply it, for

certain domestic animals accompanying travellers.

As regards plant health controls, the Commission has
proposed that Community ruies be extended to all plants
marketed within the Community, that controls be focused
on the place of production (the decisions of principle
have now been taken to do away gradually with controls
elther at the frontler or at the place of destination)
and that ecologlcal reglons and protected areas be set
up to take account of differences in plant health risks
and the geographical spread of diseases. The
conditions thus established for the free movement of
plants and plant products are closely linked to the
work being carrled out on plant-protection products,
where the Counclil|l has to decide on the rules governing
marketing In the Community.
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(b) Abolitlon of controls on persons

13. As regards controls on persons, there has been
undenlable progress, at least Iin the organizattion of work,
even |If such progress has not been very notlceable to the
general public. The Impetus glven by the European Council
at its meeting in Rhodes In December 1988 and the setting-up
of the group of "coordinators" have led to a resumption of
work on the basis of a preclise programme (the Palima
document). The group’s continuous monitoring of all the
work carried out in many different forums has expedited the
work, resuiting In the signing by eleven Member States of a
convention on the examination of appllications for asylum,.
In addition, the signing of the suppliementary convention on
the Schengen Agreement (which was recently extended to
include Italy) not only provides the technical basis for
achlteving a frontier-free Europe but also demonstrates that
the problems currently confronting the Communlty c¢an be
overcome through the exerclse of political will.

14. Leaving aslide the need to finalize the sligning by all
concerned of the convention on the examination of
applicatlons for asylum and Its subsequent ratiflcation,
work must be completed In the following two areas If the
aboltition of frontier controls is to be effective:

- The organization of cont(ols at externai frontiers: A
convention should be signed at the end of thils year

providing ail Member States with an assurance that
controls will be carrled out In the same way at ali the
Community’'s external frontiers. it will have to be

backed up by <coordination of policies on visas, a
process which has been going on for the past two years.
In view of Denmark's particular position as a
continuing member of the Nordlic¢c Union, the Community
must seek practical arrangements with the other members
to ensure that controls at external frontiers remain
fuliy effective;

- Coordination and convergence of policles currently
operating at frontiers: Of particular Iimportance |is

the fight against terrorism, drugs and lltegal
Immigration. In addition to legal Instruments, these
areas call for methods of cooperation in exchanging

information and joint action. The relevant structures
are being estabiished gradually: the Trevi Group,
under the authority of the Ministers for internal
Affairs and Justice, organizes cooperation bLetween
national departments responsibie for securlty poticlies;
Celad, set up Iin 1989, has extended such cooperation to
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the fight against drugs; the Schengen Information
System (s1s) will permit operational cooperation
between Member States’ poliice forces. Special unlits
have been set up to monlitor the decisions taken. The
implementation of these measures must not overlook the

difficulties faced by certain Member States in
Introducing appropriate controls; the European Counci!
has asked the Commission for a report which will be
drawn up as soon as the conditions for the organlization
of controls at external frontiers are known. The
economic development measures contained in the

Structural Funds could indirectly contribute to this
objective, for example, by means of the INTERREG
initiative which aims in particular at helpling border

regions cope with their new réle at Community
frontiers.

The same degree of consensus has not as yet been
achieved on the subject of Iimmigration, since the
perception of this phenomenon stiil differs somewhat
within the Community. The report drawn up by a group
of wexperts and presented, at the request of the
European Councl!i, by the Commission to the Councll?
and the immigration Group’'s report should provide a
starting point for discussion of this Iimportant social

problem.
15. Pursutlt of this work will be <certain to requlre
constant political Impetus from the European Counclil, such
impetus being all the more necessary as the key aspects of

the work are being carrled out within an intergrovernmentat
framework and do not therefore currently benefit from the
requirements of the Community decision-making process. The
ongoing work should be based on a number of clear
guidellnes:

- An agreement should be reached on the arrangements
which are to apply at the common external frontlier and
In which all Member States can have confidence. The
legislative framework for this should be agreed by the
end of 1990 If the European Councll’'s requirements are

to be respected by the ministers concerned.
Translating leglistation into action willi requlire
careful and thorough cooperation by those responsible
in the Member States. There will be a need for

exlsting resources to be redeployed from Internal to
external frontlers both within and, probably, among
Member States. Such solidarity is part of normal
Community practice when an agreed objective needs to be
achlieved through common action;

2 Approved by the Commission on 26 September 1990.
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- The joint effort agalnst terrorism, drugs and organized
crime must be intensified. The experts in the Trevi
Group, in accordance with objectives set by the Rhodes
Group of Coordinators and Celad are responsible for

~putting this Iinto effect. But It would make no sense
for this cooperation to be dependent as in the past on
the c¢ontrols conducted at the Community‘'s internal
frontiers. Of course, frontier areas wlll not become
"no-go areas" for Iiaw-enforcement agencies. But the
general principle should be unrestricted passage with
the exceptlonal wuse of spot checks when genuinely
necessary, rather than systematic checks conducted
through a permanent presence at crossing points between
Member States (including ports and airports where
internal Community Jjourneys are concerned). This s
the position which the Commission has taken In granting
financial support to ports and airports. Given the
right instructions and determination, such arrangements

can be devised as will aliow travellers to move as
freely between Member States as they do within a Member
State;

- The distinction made between Community and

non-Community clitizens In order to determine whether
the Treaty 1Is applicable Is valld up to a point. But
that point should stop short of requiring Community
citlzens to be stopped. This would not be a
satisfactory solutlon for anyone. On the other hand the
distinction Iis valld in respect of the right of work or
resldence. Here, the Treaty |Is unambiguous: it is
only Community citizens who should have the right to
work and reside wherever they wish within the
Community. The abotition of Internal frontier controls
would not change this. The benefit to a non-Community
citizen of being able to move freely between
Member States would carry with it no right of residence
or work throughout the Community even for those
non-Community citizens who have been granted such a
right in a partlicular Member State.

(c) Abollition of fiscal frontiers

16.The 1992 objective depends more and more on the abolition
of fiscal frontiers. Admittedly, the Council has undertaken
to introduce by 31 December 1992 a system for collecting VAT
and excise duties that |Is compatible with the removal of
frontier controls. However, it has not yet adopted any
specific measure from among the various proposals laid
before it by the Commisslon (16 proposals have been



presented courring the indirect taxation system after 1992
approximation of VAT and excise-duty rates, the
harmonizatlion of exclise~duty structures and the arrangements
applying to the movement of goods).

At the end of 1989 the Council took the view that It would
not be able to adopt the definlitive VAT system in time, i.e.
by 1 January 1993; It therefore took up the Ildea of a
transitional system applying for a fimited period that would
maintain taxation in the country of destination under
conditions compatible with the abolition of frontier
controls. The Commission has endorsed proposals with that
aim in mind although it regrets the Counclii's tack of any
ambltion to move to the definitive system; the Commission
proposes that the definitive system be In place by 1.12.1996
at the latest and consliders this to be of crucial
Importance. In all the circumstances it views as essential
that controls at frontlers should be eliminated In the
transitional phase and that in the definitive phase all

fiscal controls relating to intra-Communlity trade should be
abolished.

In June 1990, the European Council stressed the urgent need
to take the relevant declsions and requested that the new
system for VAT and exclse dutlies be adopted by the end of

the year o) that it could be impliemented by
31 December 1992. The Commission partlicularly deplores the
fact that the Council has not been able to adopt the

transitional measures on tax-free allowances, which would
have cleared the way for the introduction in January 1990 of
new arrangements for individuals moving within the
Community. This delay 1Is all the more regrettable for
individuals since the Ilevel of tax free allowances has
remained the same (390 ECU) since July 1989 when It should
have been progressively raised In order to faciliitate the
removal of the tax free regime which wiil occur In any case
by 1 January 1993. in addition, the absence of Increases In
duty free allowances does not <create pressure for the
approximation of VAT and Excise Duty rates.

However, even if the legal Instruments have nhot been
adopted, there are signs that most Member States are
anticipating events in thelr tax policles and are

independentiy aligning thelr rates on the average levels of
the rate bands proposed.
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17. If the Counclli Is abie to quickly adopt the tax
arrangements for the movement of goods, It will be possibie
to do away with physical and flscal controls at frontilers.
With this In mind, there Is an urgent need for the Councli
and the Member States to respond to the removal of frontier
controls |In respect of a number of products whlich are

currently subject to arrangements entailing either
formallities or controls at frontlers: while the work on
products covered by Article 11§ Is resulting in the

non-application of that Article, on the other hand important
work remains to be carried out on export controls (natlonal
treasures and strategic products) and on agricultural
products subject to agri-monetary arrangements, levy or

co-responsibility systems. The abolltion of these various
controls will require fairly rigorous organization of the
work 1In hand. Even so, such measures, which Involve only
limited product categories, could not be seen as a

prerequisite for the abolition of controls.

2. Abolition of technlical frontiers

18. As regards technical barriers, although 44 proposals
are still awaiting adoption by the Council, only 19 are
facing difficulties:

- In the case of technical rules, there Is reason to
belleve that, even though the work on motor vehicles

and pharmaceuticals has stilli to be finailzed, the
measures In thils area as a whole will be completed in
1991;

- In the case of flinancial services, the objectlive has
been achleved wlth the liberalization of capital
movements, the opening-up of stock exchanges and the
freedom to supply banking services, to be folliowed
gradually by insurance services;

- In the case of publlic procurement, the irreversibliiity
of the process has also been ensured; the boost given
by the adoption of the Directive on utillties should
aliow the Directives on review procedures and on pubiic
service contracts to be adopted In 1991;

- In the ¢ase of right of establishment, the long-awaited
decislons on right of residence and the recognition of
diplomas have been taken, warranting the expectation
that the work wlll be finallzed In the first hailf of
1991;
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- In the energy field, the first measures facilitating
trade in eilectricity and gas have been taken or are
about to be taken; although modest, these measures are
a step towards an open energy market, which remains the
central objective of the Commission.

19. However, where technlical barrlers are concerned, the
prospects in other areas are more uncertain:

- Intellectual property: in a single market, it must be
possible for products to be covered by a single system
of legal protectlion. This meets not only an industrial
need, but aiso a consumer protection need. However,
although Important directives have been adopted, the
key proposals (Community trade mark, Community patent

and the establishment of Community law on the
protection of blotechnologlical inventions, and new
varieties of plants) are stlll awalting adoption,
despite the urging of the European Council;

- Cooperation between firms : Despite the success
achleved In the adoptlion of the first European

Communlity measures abolishing double taxation on
enterprises, the instruments for securing cooperatlon
between flrms are only partiy Iin place. The Commission
Is urging rapid adoption of the European Company
Statute and of the arrangements for cross-border
company mergers (Tenth Directive), publlic¢c takeover bids
(Thirteenth Dlirective) and the carry-over of losses;

- Transport: Although notable progress has been made as
regards the carrlage of goods by road and ailr
transport, the measures adopted remain Iinsufficient
because they are themselves incomplete and, in
particular, because they have not been backed up by
equivalent measures for road passenger transport,

shipping and Inland waterway transport. In addition,
In none of these flelds can the regulatory approach be
dissociated from the proper functioning of

infrastructures in a trans—-European context.

3. The decision-making mechanisms under the Single
European Act

20. This state of affalrs Illustrates both the success of
the Single Act and the Iimits which have been imposed on Its
application:
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It Is clear that these results woulid not have been
achleved in the absence of an effective decision-making
procedure. Even though, In the areas c¢overed by the
White Paper, a formal vote was taken only in a iimited
number of cases, many of the 105 Iinstruments adopted
pursuant to provisions permitting such a vote would not
have been adopted without this element of pressure: in
fact the Counclil| usually decides as soon as the voting
conditions are met. The cooperation procedure has also
demonstrated Its effectiveness: the number of proposals
pending before Parliament, (43 of which 10 awaiting
first reading, 4 awalting second reading and 29
awalting oplinions), remalns smal! In relation to the
total number of proposals currently on the Counclli
table (104, of which the Parlliament has dellvered the
necessary opinion on 60(3)), The Commission must
however deplore the lack of consideration given by the
Council to the views of Parliliament expressed on second
reading: whereas the Commission has taken up 58% of the
amendments, the Councli!| has accepted only 32%; none of
the White Paper proposals or common poslitions has been
rejected by the European Parliiament.

Alongside these poslitive aspects, the Commission can
only conflrm the analysis made by it in the previous
report concerning the limits Imposed by the
Member States on the application of the Single European
Act. Contrary to the commitments made under that Act,
the delegation of responsibilities does not ensure
effective management mechanisms:

Generally speaking, it Is only in a very few cases (8)
that the Council has agreed to a clear delegation of
powers to the Commission. For the rest (79), the
latter's responsibillity has been diluted In procedures
that either detract from legitimate control by
Parliament or are harmful to efficiency.

However, the Counci | accepted a wlide delegation of

responsibifity for the transitional perliod |lInked to German

unification In the areas relating to the completion of the
Internal market.

(3) Of which half are subject to the cooperation procedure



- 16 -
FUNCTIONING OF THE SINGLE MARKET

21. Already more than one third of the programme for
completing the single market Iis in place; the remainder will
enter Into force over the next two years. The Commission is
therefore faced with the challenge of managing this market
and has to take account of the diverse situations brought
about by traditions, administrative structures and leveis of
economic development.

22. It Is clear that the functioning of the single market
supposes that the general framework to ensure conditions of
equitable competition is in place. Although the Iinstruments
of competition policy have been considerably reinforced over
the last few years, In the fileld of transport, decisions
still have to be taken In the transport sector so as to
avold any harmful dlstortions of competition. Likewise, the
Commission considers that progress in the social fleid is
not enough to ensure a balance between the economic
dimension of the Internal market and its social dimension.

Lastly, It Is important, if the 1992 objective Is to be
achieved, that the Councii, on the basis of its resolution
of 22 January 1990, adopt a genuline programme for

trans-European networks.

23. The functioning of the market depends on the proper
transposition into national taw of the rules lald down by
the Councli |, on their proper implementation by the
Commission and the Member States and especially on
development of the principle of mutual recognition.

1. Transposition of Community leglsliation

24. The process of transposing Community provisions into
national law has improved conslderably over the l|ast fifteen
months. The proportion of national transposition measures
actually taken has risen from 30% to over 70¥%¥ in one year,
even though new Community measures have been adopted. The

situation, which changes daily, can be summarized as
follows:

- All Member States, with the exception of Iltaly (40%),

have fulfilled more than 60X of their obligations. In
reallity, however, there Is conslderable variation:
Denmark ranks first with over 88%, followed, i f

allowance is made for the derogations to which it is
entitled, by Portugal with nearly 85%. The position In
the other Member States ranges from 60% (Greece) to 84%
(United Kingdom); (4)

(4) Luxembourg : 67%, Ireland 68%, Belgium 69%,
Nether lands 71%, Spaln 74%, France 75% and
Germany 81 %
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- Countries such as Spain and Portugal have made major
efforts. Against this, countries such as 1Italy and
Greece have fallen behind schedule to a worrying
degree, and the slituation has continued to worsen as
new Instruments have entered into force; disregarding
these two countrles, the ievel of transposition would

be 76%;

- In quantlitative terms, delays wlll occur from now on
chiefly 1In the agri-food sector, where the level of
transposition is only 50%. It Is plain though that,
with the exception of the Iiberalization of capital

movements, none of the areas regarded as priority at
decislon-making level (publlic procurement, the "nhew
approach", European economlc¢c interest grouping,
financial services) has been assigned the same degree
of priority when it comes to transposition; none of
these Iinstruments has been transposed within the
requisite time limits;

- In fact, of the 107 measures which are in force, only
one quarter have been the subject of national
Implementing measures in all the Member States. But
more than half have been transposed in at least eight
Member States.

2§5. The general Improvement is attributable to the
following:

- transposition of Community provislions Into natlonal |aw
Is viewed by the European Councii as the new stage In
the process of establiishing the single market; at its
meeting in Dublin in June 1990, It asked the Commission
to reinforce its monitoring procedures;

- the fact that the situation regarding transposition is
transparent at all times puts pressure on all the
Member States;

- all the Member States have, because of the differing
administrative arrangements in their countries, taken
steps to introduce centralized monitoring of the
transposition process, the upshot belng that, In

addition to monitoring by the Commission, there Is now
monitoring at national level;

- the Commission assists the Member States In
coordinating transposition In those areas which require
consistent interpretation of Community provisions.
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2. Implementation of Community instruments

26. The need to implement Community instruments will Impose
on the Commission mounting management responsibllities,
although the actua! burden they will represent Is difficult

to predict on account of thelr technlcal nature. Except In
economic matters proper (pubiic procurement, competition
poillcy), these responsibliliities wlilil retate to health,
safety and environmental protection. The widening scope of
these responsibilities and the requlirements of effective
management mean that procedures wlii have to be tailored as
closely as possible to the needs of the sltuation:

- Wider management responsibilities requlre extra
technlical support for the Commission, warranting In
some cases ad hoc structures. As proposed In the

fleld of environment this should also be the case In
the fleld of Pharmaceuticals (creation of the European
Mediclnes Agency), veterinary matters (stepplng-up of
Inspections) and agri-food matters (strengthening of
the Sclentific Committee);

- Work on technical regutations has proceeded apace as a
result of the new approach in particular; the
effectiveness of the regulations laid down on the one
hand requires effective action on European standards
and on the other the setting-up of <certification

agencles and finally the monitoring of the Market by
the Member States.

27. Several measures already adopted (banks, Insurance,
public procurement, testing and certificatlon, etc.) have
consequences for managing the external dimension of the
internal market. The attention being pald to the 1992
programme by the Community’'s partners Illustrates the change
in the Community’'s stature on the Iinternational stage. The
Community must therefore be able to perform fully the role
now incumbent upon It in particular vis a vis the various
international bodles. This It 1Is already doing 1in the
Uruguay Round negotiations on services.

28. Generally speaking, the Community |Is faced with two
problems:

- Full and rapid transposition of Community directives
Into natlonal law 1Is essential to the Community’'s
credibillty as an actor on the International stage and
the very operation of the single market would be

jJeopardized if, in negotliations with non-member
countries, the Community were not fully able to assume
all such responsibliliities because of procrastination by

any one Member State.
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- The exercise of the Community's new external powers
must not be jeopardized by difflculties stemming from
the new allocation of responsibilities between the
Community and the Member States. Greater discipline by
the Member States |Is needed to protect 1Iits general
Interests.

29. Lastly, the operation of the Internal market requires
physical and Intanglble Infrastructures that will glve full
effect to freedom of movement. This need has been
recognized by the European Council and has been embodled, at

the latter’'s prompting, in the Council Resolution of
22 January 1990. The <chlef purpose iIs to ensure that
national projects 1In the fields of transport, wenergy,

telecommunicatlons and vocatlonal tralning are consistent
with a Community approach enabling networks to operate as
economically and as efficlently as possible for the benefit
of users. The intention also |[Is to make such networks,
especlally those relating to data transmlission, available
for the management of Community Instruments, especially
where the customs and tax spheres and the freedom of
movement of individuals are concerned; in this c¢ontext
particular priority should be given to the setting up of
trans-European electronic data transmission networks.

3. Recognition of national rules

30. The entire programme set out |In the White Paper |Is
based on the principte of mutual recognition, which Is of
pivotal importance to the proposals for technical
regulations ("new approach"), financial services,
recognition of diplomas, etc.

31. As regards the free movement of goods, the principle
has been developed on the basis of Article 30 of the EEC
Treaty and In declslions of the Court of Justice. In the

shape of Directive 83/189/EEC, which provides for compulsory
notificatlon of draft national technical regulations, the
Community has acquired a particularly effective means of
preventing Infringements and promoting mutual recognition.
This Directive has now been Iincorporated into national law
in several Member States, although it is impiemented
differently and does not permlt monlitoring of the
application of national rules for transposing Community
directives.
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32. The »principle of mutual recognition does not mean,
however, that exceptions granted by Article 36 of the EEC
Treaty - especially, 1In the present clircumstances, those
permissible on environmental! protection grounds - will not
apply. All Member States have the right, for overriding
reasons of consumer or environmental protection, to take
measures which may adversely affect the movement of goods
and to which the Commission Is obliged to react. It witl
therefore be necessary for new legislative proposals, which
alone can prevent such barrlers being erected, provided that
they comply with the requirement laild down in
Article 100a(3), namely that the Commission take as a base a
high lfevel of protection.

33. Mutual recognition, as appiied to goods, has not so
far been applled directly to services. Harmonization of
company law, recognition of diplomas, or measures taken in
the fleid of financial services, transport or
telecommunications cannot by themselves solve the problems
assoclated with the supply of services. The cross-border
supply of services Iis still Impeded by the national rules on
the carrying-on of a professional activity which sometimes
have the effect of prohibiting a service activity and, more
often, of subjecting a person to as many authorizations as
there are Member States In which he does business. Thils
situation, which Iis not compatible with the principle of

freedom to provide services, presents a probiem which has to
be remedied.

34. Article 100b of the Treaty expresses the Community’s
political resoive to promote the mutual recognitlion of
national rules Iin the absence of Community rules. The
Commission has begun preparling the way for Implementation of
this provision in accordance with the timetable laid down
and with the legal constraints It contains.

35. To ensure the proper functioning of the single market,
the Commission considers it necessary to Implement 4 types
of measure

(1) The transparency of Community law makes a major
contribution to its proper transposition and
application. The Commission must therefore ensure that
codification mechanisms are as systematic as possibie;

(2) Strengthening of administrative cooperation will ensure
that the Commission and national administrations
provide one another, as well as firms, with the

information necessary for management of the market: to
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(4)
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this end, Parliament and the Council! will both have to
take speciflc steps to increase the budgets for
exlisting programmes, and the Commission will

subsequentiy have to hold fuller consultations with the
Member States on the Implementation of directives and
to faciiitate exchanges of natlional officlals, as 1Is
the case In the customs flield (Matthaeus programme), so
as to improve trust between administrations;

The implementation of structural pollcy instruments,
whilst respecting the assignments attributed to these
Instruments,in order to assist Member States that are

encountering difficulties In Incorporating common
policles into their administrative set-ups; in
particular this concarns the Introduction of

certification structures and the adaptation of the

frontier regions to their new role at the Community’s
external frontiers;

Specific supervisory and inspection mechanisms strictly
limited to what Is needed to ensure mutual trust In the

varlous national systems, in particuiar, for the agri-
food sector and iaboratory accreditation, and this
along the Iines of what already exlsts In the animal

health fleld.



CONCLUSIONS

36. The remarkable progress achleved In the impiementation
of the 1985 White Paper programme shows up the delays and
gaps In declision-taking. All the proposals are now on the
Counclil table; they constlitute the necessary and adequate
basis for the achievement of the 1992 objective. Parliament
has fully fuiftlled Its réle In the examination of these
proposals. |t is therefore up to the Councli| and to the
Member States to take the measures necessary to ensure that
the deadline s met.

To achleve this, the Commission therefore proposes that

- the European Councll should Invite Council to implement
during 1991 the programme contained in the annex to
this report; the adoption of this programme would
guarantee the attainment of the objective In a balanced
and satlisfylng manner;

- the Internal Market Council should ensure the
monitoring of the work needed to implement this
programme which will be carried out in the different
Counclil bodles; In this framework It wiil take stock of
this work at least twice every six months and will on
these occasions refer to the dossiers required for this
purpose;

- the European Council should take new actions, if

necessary of un exceptional nature, to guarantee that
the deadline of 1.1.1993 Is, whatever the clrcumstances
respected, If the delays already poilnted out worsen in
1991 desplite the proposed procedures;

- the Member States should commit themselves to
accelerating the rate of implementation so that aill the

current delays are eliminated Iin all Member States by
the end of 1991.



ANNEX

COUNCIL'S WORK PROGRAMME FOR 1991:
COMPLETING THE INTERNAL MARKET

This timetable refers to the final adoption In respect of
measures not subject to the cooperation procedure, and to
the common position for those which are subject to It.

REMOVAL OF PHYSICAL BARRIERS

Goods
- Controls on the movement of waste : December

- Animal health checks

- Iintra-Community trade and imports from non-member
countries

poultrymeat*, sheep and goats*, aquaculturex*:
December

other animals and products of animal origin
December

- Production and marketing rules

game meat and rabbit meat *, fisherlies products *,
molluscs *, pathogens In feedstuffs *, milk, fresh
meat, milk products and derogations : June

Poultrymeat, meat-based products, minced meat, oils
and fats, general rules for products of animal
origin : December

- Inspection arrangements : administration of
safeguard clauses, Iinspection of products * and live
animals from non-member countries : June

- Protection of animals during transport : December

- Ptant health checks
-~ Simplification of Community standards and extension

of Community rules to national trade : June
- Arrangements for inspection at the place of
production : June
- Rules for products from non-member countries : June
~ Marketing of certain plants : December

- Approval of plant-protection products™

- Trade in weapons : February

Persons

- Intergovernmental convention on external frontiers*
Apri| ’

* a decision is expected to be taken by end 1€30
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REMOVAL OF TECHNICAL BARRIERS

Technical rules

- Community type-approval for motor vehlicles
- Pharmaceutlcals

- Veterinary products

Opening~-up of pubilic procurement
- Public service contracts
- Public contracts: remedies

Freement movement of workers
- Right of residence
- General recognltion of diplomas

Financial services

- Winding-up of credit institutions

- Investment services

- Annual accounts of insurance companies

- Non-1life Insurance (3rd directive)

- Adequacy of own funds for investment flirms

Transport

- Inland waterway transport; cabotage
- Qualifications

- Carriage of passengers by road:
supply of services

international transport

- Sea transport (cabotage)

Alr transport: qualiflications

Cooperation between firms

- European Company

- Mergers (10th Directive)

- Company structure (5th Directive)

- Takeovers (13th Directive)

- Community trade mark

- Biotechnological inventions

- Taxation of carry-over of losses

- Taxation of securitles transactions

REMOVAL OF TAX BARRIERS

- Abolition of single administrative document*

- Abolitlon of tax frontlers : transitional
régime (VAT)™:

- Approximation of VAT and exclise-duty rates

- Arrangements for movement of products
subject to excise duties and
harmonisation of structures *

- Administrative cooperation *

* a declslion is expected to be taken by

end

June
Dec
June

Dec
June

June
June

Dec
June
June
Dec
June

Dec
Dec

Apri
Apri
Apri
Dec

June
Dec
June
April
Febr
Dec
Dec
Dec

June

June
Dec

Dec
June

1990



