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INTRODUCT ION

1. 1t Is universally recognized today that simpler administratlive
procedures are essential to the development of busliness
undertakings, and of smal! and medlum-sized enterprises In

particular, and that it makes a significant contribution to our
economic growth. It is all the more necessary as flrms are having
to take steps to increase their competitiveness In the context of
the completion of the internai market and of winning new markets In
third countries.

2. At Community level, the action programme for SMEs(1) approved by
the Council on 3 November 1986, took account of this concern, which
has been expressed on several occaslons by the European Councl! and
in particular at Its meeting In Luxembourg on 2 and 3 December
198§5.

On 3 November 1986 the Councli| also approved a statement on
reducing the administrative burden on business. In particular, the
Councit

"— noted with satisfaction that the assessment procedure Introduced
by the Commission, under which all new proposals are accompanied
by a note containing realistic estimates of costs on business,
became operative on 1 June 1986. The Counclil lnvltod‘ the
Commission to report on the Initial operation of the system;

- noted the Commission’s intentions concerning plans to reduce the
burdens on business, particularly those resulting from existing
Community Instruments as mentioned In the communication. The
Council| invited the Commission to report on the resuits of the
outside consultants’ study, with approprlate recommendations for
action;

- agreed to a regular exchange of information on actlon undertaken
by Member States and the Commission to Iimprove the business
environment, and Invited the Commission to make the necessary
procedural arrangements;

(1) COM (86) 445 final



- welcomed the Commission‘’s intention to report on the Iinks the
SME Task Force had established with business organlzations and
the role and effectiveness of their contribution to Its work on
reducing administrative burdens.”

In Its first report In June 1987(2) and its second report iIn
February 1988(3) on- the reallzation of the objectives of the
Community Actlion Programme for SMEs, the Commission referred to the
operation of its assessment procedure, the main conclusions of the
study on Community assessment procedure, the main conciusions of
the study on Community legislation , the exchange of Information on
action undertaken by Member States to simplify administrative

procedures and to cooperation with business organisations.

The purpose of this document is to provide the Councli! with a basis
for discussing the ‘action taken at Community and natlional levels
with a view to an overall simpliflcation of administrative
procedure and In the light of the Initlal resulits of the work
under taken.

A. ACTION TAKEN BY THE COMMISSION

4.

As regards Improving the business environment and as far as the
assessment procedure is concerned, the Commission wishes to stress
its concern at the situation of all businesses. All firms require a
favourable environment and It Is with this In view that existing
and future legisiation must be considered. It is nevertheless clear
that SMEs are particulariy vuinerable to the effect of
administrative burdens and constraints and that special attention
must be given to their situation.

(2) COM (87) 238
(3) COM (88) 64 final



The Commission asked outside consultants to carry out a study of
the obligations imposed on SMEs by existing Community leylsiation
in certaln specific areas, and this study has now been completed.
Its conclusions include the following observations

- SMEs are not well acquainted with Communlity legisiation; they are
generally not aware of the legislative basis of the constraints
to which they are subject; Community Directives are frequently
not consolldated and this adds to thelr confusion;

- The complexity of some Community Ilegislation, Is often the
result of compromises reached to avoid diffliculties within
dlfferent Member States;

- the large number of options and exemptions results in
considerable differences between the laws of different countries;

- In some areas, harmonization has sometimes been excessively
detailed, entallling unnecessary costs for the firms concerned;
harmonization shouid therefore be carried out only to the extent
necessary.

On the last point, the Commission Is already following this

principle, e.g. by applying the new approach In setting up norms

and Community standards.

The Commission Is currently considering what action to take on the
report and wil! make known Iits conlusions. The creation of an
Advisory Committee on the Busliness ‘Environment Is one of the
proposals belng studied.

Early In 1986 the Commission decided to introduce a system to
evaluate the impact of its own proposals on business. Pursuant to
that declision, each proposal for legislation must now be
accompanied by a description of Its likely effects on
competitiveness and employment when It comes before the Commission.
This description consists of an "objectlive statement", the purpose
of which is to facilitate decislon-making within the Community
institutions. The Impact assessment statement was introduced as an
Internal document within the Commission In June 1986 and In
November 1986 |t was decided to transmit the statement to the
Counci| and to Parilament with each legisliative proposal. This Is a



particularly significant decision In view of the role played by
Parliament and the Council In the legislative process under the
Single European Act. Although the assessment system does not
necessarily call into question the Immediate objectives of a
particular proposal, It ensures that the legislative authoritles

are fully aware of the proposal’s implications for busliness.

If the Impact assessment statement shows that there will be
considerable addlt[onal costs for buslnesses, this does not
necessarily mean that the proposal Is "bad" or even "economically
bad". It simply states an important fact which must be taken into
conslderation In any decision. The statement Is drawn up at the
earllest possible stage In the drafting of the proposal. The
responsible official in the Directorate-General concerned s thus
aware if the proposal would entail any particular difficulties for
businesses. The proposa! may be amended In the light of this flirst
appraisal.

The existence of the Impact assessment system eoxpllclitly oblliges
officlals to consider In depth the economic consequences of thelir
proposals. The Commission takes the view that, In preparing new
measures, It Is essential to consult any economic bodies concerned.
The Impact assessment statement asks specific questions about the
consuitations which have taken place. The completed document |Is
then forwarded to the SME Task Force for Its requisite approval.
Once this has been given, the proposais and |Its assessment
statement are sent to the Commission Secretariat-General and are
subsequan::y Issued as an officlal document. The assessment |is
precinted -~ the Commission and then to the Council and Parilament.

Alth.. - ~h thz Commigsion Is aware that the Impact assessment system
Is beglirnlnyg (o work satisfactoriiy, it continues to press for
Impro sament. 7Tk~ examlnation of the Commission’s annual Work
Pr _. =mme and -xperlence of the system’'s operation to date will
max- 1* 985 12 to 'dentify and select well In advance those
arocon wh' " v, A major Impact - business so that evaluation
> - tltation o "itnesses can t1 e place without delay.



10.

The procedural rules affecting the system are currentiy changed so
as to ensure that they cover the legisiation which may be adopted
under delegated powers and also any amendments proposed by
Parilament and the Economic and Social Committee. As already
stated, the Parllament has an increasingly Important role to play
under the cooperat}on clauses of the Single European Act and

because of its Increased powers to amend proposals.

in the light of existing legislation and of experlience so far, new
guidelines are being prepared for all Commisslon staff to ensure
that the Impact of proposals on businesses Is glven due
consideration at the conceptual stage.

This wili Involve cost-benefit analyses and appropriate “"necessity
tests” and will Jead to automatic consideration of such matters
as

- easing of requirements In the case of certain specific categorles
of undertaking which may be only marginally affected by the
proposal;

- keeping records and administrative requirements to a minimum;

- allowing a special extension of the period required for approvail
iIn the case of those undertakings or Industries which are
considered to be most severely affected by the proposai;

- minimizing the number of decislions taken and requirements imposed
by each Member State;

- reducing the obilgations Incumbent upon SMEs on the basis of the
general principle that, where possible, such requirements should
be commensurate with the size of the undertaking concerned.

Consideration will also be glven to ways of improving the
procedures for consulting business organisations.

it should not be forgotten that several pleces of Communlity
legistation, In particular those contalned In the White Paper on
attaining the internal market, have themse | ves involved
administrative simplification. Exampies include the new approach to
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harmonization of technical rules and norms and the single
administrative customs document which came Into force on 1 January
1988. In addition the Commission Is continuing its effort, to
Improve the transparency of Community law by consolldation, by
publ ishing vade-mecums, speclfic communications, etc.

Finally, In so far as Community laws have to be transposed Into
national laws, Member State authorities must ensure that their
Implementing legisliation Is sufficlently simple and comparable
between countries. Here again consollidation and promoting awareness
of legislation can contribute greatly to transparency and
clarificatlion,

B. ACTION TAKEN BY THE MEMBER STATES

12.

13.

The Subcommittes of the Directors-General for Industry dealling
with the Business Environment, which was set up by the Commission
as a result of the Councli‘s statement In November 1986, met on 27
April 1987 and 13 January 1988. Its discussions focused on the
simplification of administrative procedures In the Member States.
Bllateral seminars also took place. On the basis of contributions
from the natlional authoritlies and other sources, the Commission Is
now preparing a detalled report which will be sent to the
Subcommittee and the business organisations before being published
during the second half of 1988. Its purpose Is to bring about
"cross-fertillization" within the Community and, |If possibie,
concrete -scommendations. The action undertaken at the present time
may be summarized as follows.

Administrative simplification Iis tnitlally being tacklied at an

* tnstitutional level, by setting up a permanent or temporary body,

with consultative or executive powers, at national or local level.
The ramit of this body Is to draw up an Iinventory of the laws and
obtli¢g-*ticas tc which businesses are subject and to propose ways In
whiler th . bur-iz. can be reduced.
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15.

Only I|Imited use has been made of temporary structures. A
committee of experts is set up for a limited perlod, whose function
Is to inform the executive and the legisiature about the existing
situation and the steps which can be taken. This generally leads to
a widely circulated report (as, for example, In the case of the
"Grapperhaus" and "Oost"” committees In the Netherlands). In some
cases a report Is requested from the business organisations
themselves (o.g. the report of the "SME Trustee"” in Luxembourg).

The most prominent and widespread schemes Iinvolve setting up
permanent structures or, at least, bodies with a renewable mandate.
Several Member States have set up a specific government body to
deal with deregulation.

In the United Kingdom, all proposals for leglisiation must be
accompanied by a "Compllance Cost Assessment” (CCA) which Ministers
must take into account when taking thelr declision. These
assessments, of a quantitative nature, are carried out |In
consultation with the business organisations and may be published
on request. It follows that no new leglisiation can be Introduced
until the Implications for business have been identifled.

An "Enterprise and Deregulation Unit" (EDU) was formed early In
1985 within the Cabinet Office. It set-up a Consuitative Committee
consisting of business representatives and maintains close contacts
with busliness organizations for the purpose of examining
leglslative proposals and CCAs. The EDU examines, twice yearly, all
the proposed legisiation which the ministers intend to put forward
In the next six months. It identifies those proposais which are
llkely to Impose financlal or administrative costs on businesses or
which Involve unnecessary burdens: In such cases the EDU dlscusses
the CCA In detal! with business people.

The EDU and its network throughout the administration have started
reviewing existing laws and regulations with a view to simplifying

or abollshing some of them.
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In Germany, an "independent committee for the simplification of
law and administration”, known as the Waffenschmidt Committee, was
set up on 26 November 1983 under the auspices of the Federal
Ministry of Internal Affairs. It is composed of 13 members from the
worlds of business (the chief administrators of the Federa! Unlon
of German Industry and the Federation of German Chambers of
Commerce and Industry), politics, law and sclence, and
representatives of the Liander and of local authorities. Its terms
of reference are very broad : to examine existing and proposed
legislation, to simplify national and Community leglistiation and to
improve relations between the citizen and the authorities.

To date, the Committee has met about 28 times. At the outset of its
discussions, it asked for public submissions on problems and
proposed solutions. As a result of these consultations, some 1.500
specific suggestions put forward by private Individuals or by
organizations were examined. The Commission is also studying, on
its own Initiative, certain specific cases : on one hand, by using
ten standard questions and, on the other hand, by asking the
national ministries concerned for their position. On the basis of
this review, certain projects to simplify legal and administrative
provisions can be developed.

in France, a number of speclal bodles have been set up at
interministerial level

- the Committes for Simplifying Formalities for Enterprises
(COSIFORME), set up by the Decres of 18 July 1983. It |s composed
of 13 representatives and advisers from Industrial, commercial
and craft businesses and eight representatives of the main
ministerial departments concerned. Its brilef Is to study all
questions relating to varilous formalitles, to the supply of
informatlion which Is required of Industrial, commerclal and craft
antaorprises ani to the simplification of the procedures which
must  followed In  thelr relations with public bodies and
Tthe  tiles sny proposed legisiation Ilkely to entall an
2. strztive for businesses may be referred to the



18.

19.

Committes; questions may also be referred to it by a natural or
legal person. COSIFORME pubtishes an annual report and may
publish Its opinions or recommendations. Having formulated some
269 proposals for simpler procedures in five piliot departments,
several practical measures have been implemented by the MInister
responsible for administrative reform :

— The Interministerlial Committees for Computerization and Government
Office Automation.

— The Centre for reglistering and revising administrative forms.

In Belgium, a "Committee responsible for monltoring and studyling
the simplification and reduction of the administrative oblligations
and formallties appllicable to SMEs and the self-employment", known
as CONFORM, was set up In 1982. Before the entry Into force of any
proposed law, Royal or Ministerial Decree, administrative circular,
directive or document which would Impose an administrative
formality on SMEs and the self-employment, CONFORM must be
consulted unless evidence Iis provided that urgent circumstances
make this impossible. Within one month, CONFORM must submit its
comments and proposais for simplification to the Minister
responsible and it may also make proposals concerning exlisting
legisiation. The Minister must substantiate his decision. Where
proposals are rejected, the Committee may, within one month, refer
the matter to an ad hoc committee chalred by the Prime Minister.

In Ireland, the Industrlal Costs Monitoring Group, set up in 1963,
is an Interministerial committee chalred by the Department of
Industry and Commerce and includes representatives from Government
Departments, private Industry, the Industrial Development Authority
and the Central Statistics Office. The Group examines bliis which
have Implicatlions for business costs. In the 1lght of experlence,
it has been agreed to refine Its approach by using a carefully
worded questionnaire to assess the Impact of legislation on
businesses.



20. Greece |Is setting up a special committee of 11 members,

21.

22.

responsiblie for drawing up a standard code of administrative
procedure for private enterprises and all local associations of
self-employed workers in order to harmonize and simplify
procedures. In Denmark, a committee has been sst up under the
auspices of the Ministry of Finance with responsibility for
simplifylng administrative procedures for all businesses. In the
Netherlands, a “deregulation committee™ has recently been set up,
but It Is too soon for Its performance to be assessed.

Decentralization can help to simpiify administrative requirements,
but It can also create further administrative |ayers and
complications. Some specifically local structures are of genuine
assistance to SMEs when administrative formallities have to be
complied with (e.g. one-stop shops, management advice centres,
administration gulidance centres, etc.). Exper iements in
administrative reform are often conducted Ilocally before such
reforms are generalilzed.

Notwithstanding the creation of “ad hoc* structures, one very
Important way of helping businesses Is to Improve legislation which
has a direct or indirect impact on their economic activity. it is
becoming Increasingly apparent that legisiative sltuations must be
clarified as far as possible so that the time spent on dealing with
them can instead be devoted to the essential tasks of production,
making better use of resources and marketing. Methods must be
deveioped which will eliminate legislative duplication.

Once Iinventorles of exlsting legisliation have been compiled, In
particular by the bodles referred to above, this shouid normally
lead to texts considered obsolete being amended or repeaied. In
Germany for example, a number of laws, decrees and reguliations have
been simplified or abollshed, notably In the field of construction
and urban renewal, at the instigation of the Waffenschmidt
Committee. In ttaly, the report of the “"Subcommittee for
deregutation" was the basis for a draft law on legisliative
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rationalization which provides for the setting up of a central

office for legisiative coordination.

The essential task of the committees or bodies set up at natloﬁgl
level Is to Improve draft leglislation. The process of arblitration
at pre-government and government levels Is a complex one but the
German and British experlences show that [t works. No Member State
seems to have given Its dereguiation units a strict and formal
power of veto; on the other hand, they clearliy have real powers to
amend draft legislation - powers often comparablie to those of a

Pariiamentary committee.

Several Member States have begun to simplify specific arrangements
which have a conslderable Impact on SMEs : soclal security,
taxatlion and accountahcy arrangements, systems of grants and l(oans
to businesses, etc. Full detalls of these measures will be gliven In
the document referred to In paragraph 12, Simpler social securlity
arrangements are often linked to job recrultment. There Is ailso at
present a tendency in several Member States to reduce direct ald to
businesses and to lower tax rates while eniarging the assessment
basis. This |Is leadlng to greater simpilfication and transparency
of tax-systems which Is ciearly in the interest of SMEs.

Action Is ailso being taken on surveys, inspections and
authorizations. It |Is apparent that different bodles often ask
undertakings to supply the same Information in a wide varlety of
forms. In several Member States, there |Is now a tencendy to combline
all taxatlion and soclial security statistics on a single form or In

ons survey. Price controls have aiso been abolished or relaxed.

Above all, the administrative documents themseives need Improving.
When It comes to cutting red tape, spectacular measures are not
necessaritly the most effective. Simplification |Is achieved by
taking extremely practical and precise steps. Of greatest
importance is the ratlionaiization and standardization of forms,
notices and clrculars. The new forms to be Introduced by public
authorities must first be made available for examination by the
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consultative bodies referred to above. As a result, any
deve lopments regarding such documents would have to be properly
Justified In terms of rationaiization, harmonization and
simplification. Despite the efforts being made In Member States,
there are cleariy stlll too many forms.

The extension of new technology to all sectors represents an
opportunity to reduce paper-work wherever It Is possible. The
developments taking place are such that the technological
revolution and the “culturai* revolution (de-bureaucratisation, de-
regulation, simplification) can have reciprocal and multipller
effects.

Public authorities are now beginning to adopt the “"simpler |Is
better™ approach and to reaillze that thelr own power Is not
proportional to the complexity of the procedures which they impose,
but rather that they can rise In society’'s esteem by adopting a
less elaborate style. However, they themseives must place the
Interests of pubiic service before those of Internal organization,
and those holding the reins of government must create sufficlient
drive and motivation for such changes to take place.

Public authorities should, for example, select those officlals
whose duties invoive dealing with the public on the basis of thelr
abllity to communlicate; such officials shouid no longer be faceless
bureaucrats; staff directories should be suppliied to businesses;
meetings should be arranged between the authority and assoclations
of SMEs; gulidance notes, public Information leaflets, etc. should
be publlished; authorities should make more frequent use of the
media and present a more modern Image of themseives; departments
and services should bes more clearly presented in telephone
directories, etc.

Tomorrow’'s administrators are today being tralned In our schools
and universities. Actlon at this stage to Inculcate a positive
attltude towarcs admintistrative simplicity would bring dividends In
the fruture. 1t - i¢ also be given a place In the in-service



training and re-training of officials. In Greece, for example,
training Instltutions hold special seminars on devising ways of

simplifying procedures. Intra-Community exchanges are also needed.

CONCLUSION

30.

Administrative simplification to help businesses Is only In Iits
Infancy, although it Is more advanced in some Member States than in
others. It must be recognized that, In most cases, action has been
taken at an institutional level and that there Is a danger of
trying to solve administrative problems due to cumbersome
organrlzatlon, by setting up new bodles or introduclng additional
administrative procedures. There is not yet an optimum amount of
interaction (with or without Community Intervention) between public
author tles. What Is needed within the Community Is a constant
Interchange of ideas and Informatlion, a sort of ongoing seminar In
which various experiences can be compared, so that the success
achieved with some SMEs can Inspire others and so that setbacks can
also be clearly Identifled.






