


B ‘Youth' programme is agreed

The European Parliament and EU Council of Ministers reached
an agreement on 29 February on financing the 'Youth' pro-
gramme. The programme is designed to allow young people to
gain experience at the European level through informal educa-
tion and training. It has a budget of EUR 520 million (EUR 1 =
GBP 0.62 or IEP 0.79), runs from 2000 to 2006 and covers three
major areas of activity. The "Youth for Europe’ programme, which
organises exchanges between groups of young people, aged
between 15 and 25 years, and coming from different EU coun-
tries, is continued. The ‘Youth' programme also runs the
'European Voluntary Service', under which those in the age group
18-25 can take part in community activities in a European envi-
ronment. Lastly, the "Youth' programme supports ‘Youth initia-
tives', under which young people can take part in creative and
innovative activities. The two other training programmes of the
new 2000-06 generation are Socrates and Leonardo, covering
education and vocational training respectively. They were adopt-
ed this January and last April. Together the three programmes
have a budget of more than EUR 3.5 billion.

B European checks on CO, emissions

A European system of checks on CO, emissions from new cars
will shortly see the light of day. The European Parliament and
EU Council of Ministers reached agreement on 9 March on the
decision which, once it has been confirmed by the two bodies,
will make this possible. Under this decision, national authori-
ties will have the task of collecting the data and forwarding
them to the European Commission, which will publish them in
an annuat report. The aim of the new system is not only to ver-
ify the effectiveness of the European strategy for reducing
CO, emissions but also to look into its impact on the European
market for new cars, as well as on road safety and other poli-
cies. This strategy rests on three kinds of measures: agreements
with car manufacturers, fiscal incentives and information on
CO, emissions from new cars. Private cars account for half the
CO, emissions which can be attributed to the transport sector,
and for 12 % of all such emissions in the EU.

B Lower VAT rates for local services

The nine EU Member States which applied to the European
Commission can reduce the rate at which VAT is charged as
regards two or three categories of locally provided, labour-inten-
sive services. The concession is available until 31 December
2002. The decision which in practice authorises such deroga-
tions from EU rules governing VAT was adopted by the EU
Council on 28 February. These rules had already been amend-
ed last year, on 8 October. Eight Member States had asked to
implement the derogation over their entire national territory:
Belgium, Greece, Spain, France, Italy, Luxembourg, the
Netherlands and Portugal. The United Kingdom's application
covered only the Isle of Man. The most popular category is the
renovation and repair of private dwellings; it was selected by
six of the eight Member States from the list contained in the
amended regulation, the exceptions being Greece and
Luxembourg. Domestic care services were chosen by Greece,
France, Italy and Portugal, and hairdressing by Spain,
Luxembourg and the Netherlands. The small services category,
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covering repairs to bicycles, shoes and other goods, as well as
to clothing and household linen, was chosen by the three
Benelux countries, while Greece limited itself to repairs to
clothing and household finen. Window cleaning and cleaning
in private households will benefit from the lower VAT rate in
France and Luxembourg.

B Phthalates: banned
for another three months

The European Commission has maintained the ban on phtha-

- lates for another three months. It took the decision on 7 March,

after receiving the unanimous support of the Member States,
whom it had consulted. The use of soft PVC containing phtha-
lates, in teething rings and similar toys for babies, was first
banned at the beginning of last December. Once mixed with
saliva, phthalates, chemical substances which are used to soft-
en plastics, can pose a serious risk to a baby's health, as they
can damage its liver or kidneys, for example. The definitive
measures which the European Commission proposed last
November are still under discussion in the European Parliament
and EU Council of Ministers. Scientists are working meanwhile
on the development of standardised systems of measurement
by simulating the quantity of phthalates released by the toys in
guestion, in order to determine the maximum authorised levels.
The Commission has preferred to extend the ban in the absence
of a recognised system of measurement.

B Regional aid maps of three countries

The map of the regions in which public aid can be given in sup-
port of investments by firms, over the period 2000-06, continues
to take shape. The aim is both to reduce the extent of the regions
entitled to such aid in the EU as a whole, and to ensure that
national aid maps are consistent with the Europe-wide map. The
European Commission reached a decision on 1 March on the pro-
posals submitted by three Member States — Belgium, France and
italy. The map submitted by France, showing the regions entitled
to a subsidy for town and country planning (Prime a 'aménage-
ment du territoire, or PAT) between 2000 and 2006, was
approved. The regions in question are home to 34 % of the
national population. They are in all parts of metropolitan France,
with the exception of the Tle-de-France, as well as in the overseas
departments. The Commission took two decisions in the case of
Italy. It approved that part of the regional aid map which covers
the most disadvantaged regions — Basilicata, Calabria,
Campania, Pouilles, Sardinia and Sicily. At the same time it
opened a scrutiny procedure in the case of the map covering the
Centre-North of Italy, because it assumes — wrongly — that the
list of regions which are beneficiaries of European redeployment
aid has been adopted. In Belgium'’s case, the Commission decid-
ed to close the investigation into the federal government's pro-
posal, the latter having submitted a new aid map. The regions
initially proposed covered more than 35 % of the national pop-
ulation, although the Commission had set a ceiling of 30.9 %.

[ ] IN BRIEF

The. EU Council adopted on 13 March two directives, each of which
replaces a series of texts, in order to make them more accessible,
while leaving their contents unchanged. One of the two directives
deals with the activities of credit institutions; it replaces six direc-
tives, adopted between 1973 and 1992. The other directive, which



BACKGROUND

THE EUROPEAN INVESTMENT FUND

More finance for European integration

The European single market needs efficient cross-border
infrastructure, so that companies can use the European
dimension to the full. At the same time small business has
been seen for more than a decade as the spearhead of job
creation in the European Union (EU). But finding enough
long- and medium-term finance at the right time has long
been a problem for both infrastructure project promoters
and small entrepreneurs. Over the last few years, the solu-
tion has increasingly been found in bringing together pri-
vate investors and public institutions. Established in 1994,
the European Investment Fund (EIF) is doing just that by
providing loan guarantees and facilitating the raising of
venture capital.

A good example of public-private
partnership

The EIF is an autonomous financial institution of the EU
acting, on a commercial basis, as a complement to the
banking sector, with which it shares risk, and in coordina-
tion with other EU financial institutions and instruments. It
was set up in response to an invitation by the EU Heads of
State or Government at their 1992 summit in Edinburgh as
one of the means of boosting the European economy. Its
headquarters are in Luxembourg.

The initial authorised capital of the EIF amounts to EUR
2 billion. Its shareholders are the European [nvestment
Bank, whose president is chairman of the EIF Supervisory
Board, the European Union and various private and public
financial institutions from all 15 Member States, such as
Barclays Bank plc, the Bayerische Landesbank and the
French Caisse des dépots et consignations.

The EIF's cumulative total of signed guarantee agreements
since its establishment amounted to EUR 2 675 million by
the end of September 1999. Infrastructure operations
accounted for two thirds of the total and small business
operations for the remaining third. Moreover, by the end of
September 1999 the EIF had signed commitments to
38 investments for 33 venture-capital funds for a total of
EUR 190 million.

In 1998 the fund had a total income of EUR 33.63 million
and made a net profit of EUR 13.71 million.

Transport, telecom
and energy infrastructure

Public-private partnership has appeared as particularly rele-
vant for building the EU's much needed cross-border infra-
structure, the trans-European networks or TENs. The EIF is
facilitating the participation of private capital in TEN projects
in the transport, telecom and energy sectors. It provides guar-
antees for any type of debt finance, including loans, bonds,
leases and asset-backed securities. By the end of September
1999, TEN operations accounted for EUR 1.87 billion, of
which 35 % was for transport, 36 % for telecommunications
and 29 % for energy.

The EIF takes a long-term view in considering risk exposures.
For each project it carries out an independent technical, econ-
omic and financial appraisal in close cooperation with the
other parties involved in the financing. The fund remains
involved in the projects during the construction and opera-
tional periods.

in the transport sector, the fund can support the financing
of a wide variety of projects related to road, rail, air and sea
transport, as well as combined transport networks and
urban transport linked to major nodal points. For example,
it facilitated the design and pre-construction financing
phase of the rail link between London and the Channel
Tunnel, a high-priority TEN project. The EIF guaranteed part
of a 17-year loan for the design, construction and operation
of Malpensa, Milan's second airport, which is another TEN
priority project. The fund also signed guarantees for the
construction of two ring roads, one for Athens and the other
for Lyons.

The EIF can support the financing of new telecommunication
investments in the following fields: fixed line and wireless
networks, cable networks, satellite networks and telecom
applications like traffic management. The fund's interven-
tions cover new networks as well as modernising or upgrad-
ing existing ones. The EIF guaranteed part of a transaction for
the Telenet project providing a second fixed telecom network
in the Belgian region of Flanders. In Italy the EIF participated
in a guarantee facility supporting long-term lending to
Omnitel, the second GSM operator.

There are two broad categories of energy projects that the
fund can support. One of them comprises transmission, stor-
age and distribution of energy, from gas and oil pipelines to
electrical interconnections, and the other independent power
generation, including waste-to-energy plants. In 1998 the EIF
guaranteed part of loan facilities in favour of Lusitaniagas, a
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company set up for the distribution of natural gas within
west-central Portugal and in 1996 the Turbogaz power
station in Portugal.

Guarantees and venture capital
for SMEs

Small and medium-sized enterprises (SMEs) established in an
EU country and independent of larger companies can bene-
fit from EIF guarantees or venture-capital activities. By the
end of September 1999, the EIF had signed guarantee agree-
ments for a total of EUR 864 million at its own risk,
EUR 755 million at the EU's risk and investments for
EUR 190 milfion.

Guarantee schemes

The EIF provides guarantees to all types of intermediaries
involved in SME financing, ranging from banks and leasing
companies to guarantee institutions and mutual guarantee
funds. EIF guarantees reduce the risk exposure of these
financial institutions, thus facilitating investment finance for
smaller businesses with job-creation potential. But the fund
does not provide direct guarantees for individual trans-
actions, operating instead on the basis of a portfolio of
guarantees or loans.

The EIF offers a variety of standard products, including
credit insurance and counter-guarantees. It can also structure
tailor-made transactions. As far as credit insurance is con-
cerned, the EIF usually guarantees 50 % of the risk exposure
of the banks or other financial institutions. SME beneficiaries
must have no more than 500 employees and net fixed assets
not exceeding EUR 75 million.

A sub-product of credit insurance is the ‘Growth and
environment' scheme, designed to facilitate access by SMEs
with no more than 100 employees to bank loans for new
environmental investments. Smaller businesses with no more
than 50 employees are a priority. This scheme provides for
EIF guarantees on loans issued by banks as well as European
Commission budgetary support to pay the fees for these
guarantees and to help finance technical assistance. Various
sorts of investments can qualify, such as purification equip-
ment, the introduction of renewable sources of energy and
the recycling of waste materials. In any event they must have
a minimum maturity of three years and be no larger than
EUR 1 million.

The SME guarantee facility aims to enhance the capacity of
EU guarantee schemes to provide higher volumes of guaran-

tees to a larger number of small companies for a wider range
of investments, as well as guarantees for riskier loans. It is
targeted at smaller businesses with less than 100 employees
and either a turnover not exceeding EUR 40 million or an
annual balance-sheet total not exceeding EUR 27 million.
The EIF manages the SME guarantee facility for the
European Commission. The full cost of the facility is covered
by the EU budget with an allocation of EUR 150-190 million
over the period 1998-2000.

Venture-capital activities

[n its venture-capital activities, the EIF supports smaller com-
panies with high-growth and job-creation potential. It does
not invest directly in companies but exclusively in specialised
venture-capital funds providing equity and other forms of risk
capital. In this catalytic role, the EIF is boosting the venture-
capital sector throughout the EU.

The EIF invests both from its own resources and through the
European technology facility (ETF) which it manages for
the European Investment Bank (EIB). The focus is on SMEs
developing or using advanced technologies in industry or ser-
vices, preferably early stage companies. The EIF invests in
venture-capital funds having a successful track record and
raising from EUR 15 million upwards. It requires selected
funds not to invest more than 15 % of their capital outside
the EU. Targeted companies must have less than
500 employees and net fixed assets not exceeding EUR
75 million. A typical EIF investment will be for 25 % of the
venture-capital fund.

The ETF start-up facility, which is funded by the EU under
the ‘Growth and employment' initiative, has a higher risk pro-
file. It aims to invest in specific types of venture-capital
funds: smaller or newly established venture-capital funds,
funds operating regionally, funds focused on specific indus-
tries or technologies, funds financing the exploitation of
research activities' results — notably funds linked to research
centres and science parks. All those funds' investments must
be in businesses with less than 250 employees — priority
being given to those with less than 100 employees — and
either a turnover not exceeding EUR 40 million or net assets
not exceeding EUR 27 million.

Enquiries can be made to the EIF at the following address:
43, avenue J. F. Kennedy — L-2968 Luxembourg

Tel. (352) 42 66 88-1; fax (352) 42 66 88-200

E-mail: info@eif.org

Lists of intermediaries are available on the EIF website
(http:./ /www.eif.org).
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Data Shop Eurostat Luxembourg
eurostat

Tel. (352) 43 35 22-51 — Fax (352) 43 35 22-221

Lowest post-war natural population growth in the EU*

Since 1950, the population Total population growth, 1999 - Rate per 1 000 inhabitants
of the EU has increased 10
from 295 million to 376 mil-

lion

During 1999, the total popu-
lation increased by about
one million, mainly as a
result of international migra-
tions.

In Luxembourg and Ireland,
the population increase was
over 1 %, while in Spain and
Sweden the rate did not

exceed 0.1 %. S E A D I E P B EURFN FU DK UK F NL IRL L
11 15
)
m Natural growth m Net migration
Population (1 000) EY
eurostat
EU-15 EUR-11T B DK D EL E F() IRL I L NL A P IN S UK

A 375460 291381 10214 5314 82037 10522 39394 58967 3745 57613 429 15760 8083 9980 5160 8854 59390

B 376443 292081 10234 5331 82152 10540 39430 59220 3786 57 699 435 15862 8093 9999 5172 8860 590631

A: 1.1.1999 B: 1.1.2000

In 1999, live births in the U Crude birth rate, 1999 - Per 1 000 inhabitants

are estimated to have
reached 4 million, or 0.5 % 16

less than in 1998, which is
the lowest post-war figure
recorded

In the mid-1960s, there were
over 2 million live births per
year, while the period 1965-
75 saw a considerable
decrease in fertility. In 1999,
Ireland had the highest crude
birth rate and Italy the lowest.

Live births (1 000) EY

aeurostat

EU-15 EUR-11 B DK D EL E F(® IRL | L NL A P FIN S UK

A 4000 3027 15 66 784 101 362 740 54 515 5 199 81 114 57 89 717

B 3995 3027 113 67 765 104 369 747 54 527 6 200 77 113 58 88 710
A: 1998 B: 1999

(') The population at 1 January 1999 is based on the 1990 census and live births, deaths and estimates of net migration for the
period 1990-98. According to the 1999 census, the total population at 31 March 1999 was 58 518 121 (estimate at
1 December 1999).
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1976 saw the highest number
of deaths (almost 3.8 million)
in the post-war period.
Although the number of old
people increased, the number
of deaths in the EU remained
stable at about 3.7 million in
1999. °

The highest mortality rates are
in Denmark (11.1 %),
Portugal (10.9 %) and the
United Kingdom (10.8 %o).

Crude mortality rate, 1999 - Per 1 000 inhabitants

eurostat

| D E A EL S EUR EU B FIN P UK DK NL F IRL
-11 -15
Deaths (1 000) EY%
eurostat
EU-15 EUR-11 B DK D EL E F() IRL I L NL A P FIN S UK
A 3716 2834 105 58 855 101 358 540 31 569 4 138 78 107 49 93 629
B 3729 2832 103 59 842 100 369 539 32 570 4 141 76 108 48 94 644
A: 1998 B: 1999
In the EU, the positive bal- et migration by Member State, EU-15, 1999
ance of international migra- DK
tion flows rose from B 1.4 % EY
. UK 1,4 % /o eurostat
549 000 in 1998 to 717 000 24,4 %
in 1999.
About 70 % of the flows
concerned Germany, ltaly
and the United Kingdom.
Luxembourg remains the EU
country with the highest net
migration per 1 000 inhabi-
tants in relative terms.
18,1 % 2,6 %
Net migration (1 000) EY
eurostat
EU-15 EUR-11 B DK D EL E F IRL | L NL A P FIN S UK
A 582 337 12 1 50 11 ) 39 19 103 4 44 5 15 5 1 213
B 717 505 10 10 192 15 35 45 19 130 4 43 15 3 12 175
A: 1998 B: 1999

(") The population at 1 January 1999 is based on the 1990 census and live births, deaths and estimates of net migration for the
period 1990-98. According to the 1999 census, the total population at 31 March 1999 was 58 518 121 (estimate at

1 December 1999;.

(")The figures for 1 January 2000 and the demographic trends in 1999 are based on Eurostat short-term estimates.

Source: Eurostat - Statistics in focus: Population and social conditions, N°15/1999.
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covers the labelling of foodstuffs, replaces eight directives, dating
from 1980 to 1987.

The employment guidelines for 2000 were adopted definitively by
the EU Council on 13 March. They set out the objectives and guide-
lines which Member States must follow in their employment policies.
As in 1999, the new guidelines set four priorities. They are: the abil-
ity to integrate professionally; the development of the enterprise
spirit; the ability of firms and workers to adapt; and equality of
opportunity between men and women.

The Swedish company, Volvo, does not have the right to acquire its
competitor Scania, which is also Swedish. The European Commission
banned the takeover on 14 March, on the grounds that the com-
bined market share of the resulting company would be very high, in
the context of EU competition rules. The Commission took into
account the market for heavy trucks in freland, Norway, Finland and
Sweden; for touring coaches in Finland and the United Kingdom; for

. inter-city buses in Denmark, Norway, Finland and Sweden, and for
city buses in these four countries, plus Ireland.

The European Commission gave its approval on 8 March to the
regional action programme for Burgenland, in Austria, for the per-
iod 2000-06. This programme will decide the use to which some
EUR 271 million, which the EU will provide this Austrian Land in the
framework of aid to regions whose development is lagging behind,
will be put.

On 14 March the European Commission approved in principle the
regional development programme of Portugal for the period 2000-06,
in the context of the Community support framework, which concerns
regions whose development is lagging behind. The programme covers
the entire country, with the exception of the Lisbon-Tagus valley region.
The regions in question will receive over EUR 20.5 hillion in aid.

® Simplifying single market legislation

The European initiative for simpler legisiation for the internal
market, or SLIM, has already produced results, but more can be
done to simplify EU and Member States’ texts. This is the main
conclusion of the European Commission report published on 6
March, containing a series of recommendations aimed at
improving the SLIM initiative. Since 1996, teams of experts
from national administrations, companies and various interest
groups have examined the practical application of existing leg-
islation in 14 sectors. In six of them, including the mutual
recognition of diplomas, VAT and social security, the
Commission has submitted proposals, only some of which have
been adopted by the European Parliament and Council of
Ministers. The report proposes in particular that a committee of
specialists on legislative improvements be set up, that would
have to be consulted in the simplification process. The
Commission, for its part, has offered to prepare a guide for the
use of SLIM teams, setting out the objectives to be reached, and
to submit proposals more quickly. Another suggestion calls for
the preparation of reports covering simplification in each
Member State. Another European Commission report, regard-
ing the operation of the markets for goods and capital, sub-
mitted on 28 February, has already stressed the need to sim-
plify national regulatory frameworks. According to this report,
it is necessary to reduce the cost of setting up businesses, and
to have greater recourse to mutual recognition in order to elim-
inate technical barriers to trade. The latter report is on the
Internet (http://europa.eu.int/comm/dgs/internal_market).

® Making sense of the euro

The European Commission is co-financing pilot projects, so as
to make the euro comprehensible to all Europeans who are
likely to have difficulties with the new currency. The first con-
crete results were presented during a conference organised on
26 February, and devoted to the role of non-governmental
organisations. Thanks to these projects, called 'Easy euro’, it
has been possible to develop some 30 information tools which
do more than just provide technical information. There is a
card game, for example, which makes it possible to compare
stocks and shares denominated in euro and in national curren-
cies, a comic strip reflecting the fears of the elderly, and the
questions they ask, and a detailed description conceived for
the blind. These projects, which are being reproduced and
adapted in all the euro-area countries, will make it easier to
prepare the more vulnerable groups of citizens for the euro. It
has been estimated that up to 100 million people, in the EU as
a whole, could find it difficult to adapt to the euro because of
a physical or intellectual handicap, illiteracy or advanced age.
More detailed information on the projects and their results are
available on the [nternet
(http://europa.eu.int/euro/htmi/entry.html).

STABILITY AND CONVERGENCE
PROGRAMMES ...

The EU Council of Ministers examined the updated stabil-
ity programmes of all the euro-area countries, except
Austria, when it met on 31 January, 28 February and
13 March. it also studied the updated convergence pro-
grammes of the four EU countries that did not adopt the
euro last year: Denmark, Greece, Sweden and the United
Kingdom. These national programmes seek to implement
the Stability and Growth Pact, which organises the surveil-
lance and coordination of the economic and budgetary
policies of EU Member States. The aim of the stability pro-
grammes is to enable eurc-area countries to continue to
meet the criteria set for the adoption by them of the single
currency, despite cyclical fluctuations in the economy. The
convergence programmes must enable EU Member States
that are still outside the euro area to be in a position to
meet the criteria in guestion.

... AND THREE NEW EURO-AREA COUNTRIES?

Greece formally asked on 9 March to be a part of the euro
area, which has consisted of 11 EU countries since
1 January 1999. The EU Council of Ministers will have to
reply to this demand, after having examined the recom-
mendations of the European Commission and the
European Central Bank, and the opinion of the European
Parliament, all of which are expected in May. Meanwhile,
the Danish Prime Minister, Poul Nyrup, announced on
10 March that a national referendum, to be held on
28 September, will decide whether or not Denmark will
join the euro area. Lastly, Sweden's Social Democratic
Party, which is in power, voted on 10 March in favour of
adopting the euro and holding a referendum on the sub-
ject. The government is now bound in principle to hold a
referendum, but the date for it has yet to be set.
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