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1  Global navigation satellite system 

(28660) 
7828/07 
+ ADD 1 
COM(07) 261 

Commission Communication: Galileo at a cross-road: the 
implementation of the European GNSS programmes 

 
Legal base — 
Department Transport 
Basis of consideration Minister’s letter of 14 June 2007 
Previous Committee Report HC 41–xxiii (2006–07), para 2 (6 June 2007) 
Discussed in Council 8 June 2007 
Committee’s assessment Politically important 
Committee’s decision For debate on the Floor of the House (decision 

reported on 6 June 2007) 

Background 

1.1 The Community has a two-phase policy for developing a global navigation satellite 
system (GNSS). The first phase, GNSS 1, is the European Geostationary Navigation 
Overlay System (EGNOS) programme. The second phase, GNSS 2, is the programme, 
named Galileo, to establish a new satellite navigation constellation with appropriate 
ground infrastructure. It has been intended that a public private partnership (PPP) be 
established for the Galileo programme and for sometime inconclusive, and latterly stalled, 
negotiations with a consortium about a concession have been underway.1  

1.2 In March 2007 the Transport Council set a deadline of 10 May 2007 for the bidding 
consortium to put itself in a position to resume meaningful negotiations and asked the 
Commission to report back for the Council’s 7–8 June 2007 meeting on how matters 
stood on the whole Galileo project and on alternative scenarios for carrying the project 
forward. This Commission Communication is the response to the Council’s March 2007 
request. In essence the Commission said that it is not satisfied that the consortium has 
fulfilled the conditions laid down by the Council in March 2007 and recommended to 
the Council that it should end the negotiations and reassess the way forward. 

1.3 When we considered this document earlier this month we said that we would not 
find it acceptable if a Council Resolution or Conclusion at the June 2007 Council 
meeting went beyond accepting that: 

• the present PPP negotiations should not be continued; and 

• the Commission should produce a fully substantiated case for continuing the 
Galileo project in terms of methods of implementation (public procurement or 

 
1 The consortium comprises eight companies — Aena, Alcatel, EADS, Finmeccanica, Hispasat, Inmarsat, Thales and 

TeleOp — from the Member States with major space industries, France, Germany, Italy, Spain and UK. 
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PPP), governance and finances, including the total cost of the programme 
required, the level of risk, the sources of private sector revenue and the sources of 
funding from the Community Budget.  

We also said that whatever the outcome of the Transport Council on 7–8 June 2007 we 
thought that Members would now want to debate where matters stand on the Galileo 
project. Accordingly we recommended that the Commission Communication be debated 
on the Floor of the House and that this debate should take place before the October 2007 
Transport Council. We added that it would be helpful if the Government were to let us 
have as soon as possible an account of the June 2007 Council discussion so that we could 
report it to the House in time for the recommended debate.2 

The Minister’s letter 

1.4 The Minister of State, Department of Transport (Dr Stephen Ladyman) writes now 
with the account we requested. He tells us that the Transport Council adopted a Resolution 
which meets the conditions we set. The Resolution: 

• concludes that the current concession negotiations have failed and should be 
ended; 

• asks the Commission to prepare detailed alternative proposals for taking the 
project forward, to be put to the October 2007 Transport Council; 

• underlines that these should be based on an additional thorough assessment of 
costs, risks, revenues and timetable; and 

• asks the Commission to submit financing options, a procurement strategy, 
concepts for the subsequent operation and exploitation phase, and proposals for a 
sound public sector governance structure.  

The Minister adds that the Presidency made clear the possibility that, if suitable answers 
were not found, the project would be ended and that the Council should not rule out the 
involvement of private finance. 

1.5 The Minister also tells us that in debate the Government: 

• accepted that Galileo had the potential to be a key project, as it is described in the 
Resolution, but that it should not be proceeded with unless the costs were 
justifiable; 

• stressed that, while the Government accepted that the current PPP negotiations 
had failed, it was committed to a PPP model; 

• argued that a PPP was the best way to ensure risk and cost are effectively managed, 
that the risks in terms of costs and timetable would not be reduced, and might be 
increased, by moving to a public procurement, and that open tendering and 
competitive procurement was essential; 

 
2 See headnote. 
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• said the Council had to ensure that it learned from the problems there have been, 
and improved governance and risk management;  

• said it was important that funding for Galileo had to be found within the limits of 
the current budget allocations, without reopening the current Community 
Financial Perspective; and 

• welcomed the Presidency’s recognition that the project could be ended if 
acceptable solutions were not found, and that the involvement of private finance 
was not ruled out. 

1.6 The Minister says that on this basis the Government was able to accept the Resolution, 
a copy of which he sends us and which we annex. He adds that the Government submitted, 
jointly with the Netherlands (and supported by Slovakia and Cyprus), a minutes statement. 
The statement: 

• stresses the Government’s commitment to the PPP principle for major 
infrastructure projects, its concerns about the potential increased costs of public 
procurement, the need for a reassessment of the business case for Galileo, 
competitive procurement, better governance and sound risk management; and 

• requires that any additional funding be found within the limits of the Community’s 
Financial Perspective. 

The Minister sends us a copy of this statement too, which we also annex. 

1.7 The Minister continues that in the discussion: 

• a clear majority of Member States underlined the strategic nature of the Galileo 
programme and the importance they attach to the project; 

• concerns were expressed that decisions should be taken as quickly as possible in 
order to avoid further delays; 

• the Government did, however, attract support for its robust stance on risk, cost and 
competition in the programme; but 

• by contrast, several of the major partners emphasised the need to respect existing 
industrial or infrastructure agreements. 

1.8 Finally the Minister tells us that the Government: 

• expects the Transport Council to be asked in October 2007 to take a decision on 
the basis of the Commission’s detailed proposals; 

• will continue to work to ensure there is a realistic, timely and detailed assessment 
of all proposals for taking the project forward; 

• will continue to argue that a fully substantiated case for continuing the Galileo 
project must be made by the Commission for Transport and Finance Ministers to 
take an informed decision; and 
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• remains committed to its priority objectives for the programme.3 

Conclusion 

1.9 We are grateful to the Minister for this account of the Transport Council discussion 
of Galileo earlier this month. The information he gives us will be helpful to those 
participating in the debate we have recommended. 

 
3 To achieve a robust and viable PPP, to influence the development and financial control of the project to ensure a 

transparent process which can deliver a value for money deal for the Community, to maintain Galileo as a civil 
programme under civil control and to secure maximum benefit for the UK and Community from Galileo, including 
promoting the bid for Cardiff to host the GSA. 
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Annex: Council resolution on GALILEO 

2805th TRANSPORT, TELECOMMUNICATIONS AND ENERGY Council meeting, 
Luxembourg, 6–8 June 2007 

The Council adopted the following resolution: 

“The Council 

1. TAKES NOTE of the communication by the Commission on the negotiations on the 
Galileo concession and on the alternative scenarios for implementing Galileo; 

2. CONCLUDES that the current concession negotiations have failed and should be 
ended; 

3. INVITES the Commission to continue with the implementation of a certifiable 
EGNOS in line with relevant requirements, with the initial service availability by 2008; 

4. REAFFIRMS the value of Galileo as a key project of the European Union; 

5. SUPPORTS, without prejudice to a final decision, the deployment of the Galileo system 
by the end of 2012; 

6. RECOGNISES that the implementation of a deployment of Galileo and EGNOS by the 
public sector would need additional public funding; 

7. REQUESTS, therefore, the Commission to submit to Council until September 2007  

• detailed alternative proposals for the financing, including all possible options of 
public funding, based on additional thorough assessments of costs, risks, revenues 
and timetables; 

• proposals for an implementation and procurement strategy by the public sector 
which will have to reflect progress made so far (relevant investments and 
agreements) as well as the need for competition and regular competitive tendering; 

• concepts for the subsequent operation and exploitation phase of Galileo, involving 
the private sector where appropriate; and 

• proposals for a sound public sector management structure of the programme on 
the basis of a clear division of responsibilities between Commission, ESA, GSA, 
Member States and Council; 

8. INTENDS to take an integrated decision on the implementation of Galileo including 
the public financing and the modalities of the public procurement in early autumn 
2007.” 
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Netherlands and UK Minutes Statement: TTE (Transport) Council: 8 June 2007 

“Galileo has been designed as a public private partnership (PPP) since the Nice European 
Council in December 2000. The principle of a PPP was reconfirmed as recently as the 
March 2007 Transport Council. In May, the 4th Space Council supported the establishment 
of a ‘commercially sustainable’ GNSS. 

In March 2002, the Council agreed that member states would not be requested to make 
direct financial contributions to the programme from national resources, and that any 
further public sector funding of Galileo should be met by redeployment under the 
appropriate ceilings of the Financial Perspectives then in force. We emphasise that we are 
still fully committed to this position. 

We agree that the current concession negotiations have failed. We remain strongly 
committed to the PPP principle for major infrastructure projects, including space 
app1ications and services, where these offer best value for money. We believe that public 
procurement of the Galileo system is likely to increase rather than reduce the long term net 
cost, and also to increase the risks to the Community budget. We underline the need for 
competition and regular competitive tendering throughout the programme. If Galileo 
needs more funding, other programmes may suffer. 

We strongly support the request in the resolution that the Commission provides thorough 
assessments of costs, risks, revenues and timetables, to reassess the business case for 
Galileo. These assessments should include a cost benefit comparison on the same evidential 
basis, between public procurement plus an operating concession, and a PPP for 
procurement and operation, a originally planned. The comparison should cover the 
planned project lifetime with replenishment as foreseen, and be based on the most up to 
date information. 

We emphasise that the new management structure for the Galileo project must ensure 
sound risk management.” 
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2  Migration 

(a) 
(28652) 
9773/07 
COM(07) 247 
 
(b) 
(28653) 
9776/07 
COM(07) 248 

 
Commission Communication: Applying the Global Approach to 
Migration to the Eastern and South-Eastern Regions Neighbouring 
the European Union 
 
 
Commission Communication on circular migration and mobility 
partnerships between the European Union and third countries 

 
Legal base — 
Documents originated 16 May 2007  
Deposited in Parliament 29 May 2007  
Department Home Office 
Basis of consideration EMs of 11 June 2007  
Previous Committee Report None 
To be discussed in Council No date set 
Committee’s assessment Politically important 
Committee’s decision For debate in European Standing Committee 

Background 

2.1 In December 2005, the European Council adopted a document on the EU’s “Global 
Approach to Migration: priority actions focussing on Africa and the Mediterranean”.4 
The action included: 

• Dialogue and cooperation with the African Union and African countries about, for 
example, operational cooperation between countries of origin, transit and 
destination; the integration of legal immigrants in the Member States; and the 
return of illegal immigrants. 

• Work with neighbouring countries on, for example, prevention of trafficking in 
human beings and the development of profiles of migration routes. 

2.2 In November 2006, the Commission produced a progress report on the 
implementation of the Global Approach.5 

2.3 At its meeting in December 2006, the European Council concluded that 
consideration should be given : 

 
4 European Council 15–16 December 2005, Presidency Conclusions, paragraph 10 and Annex I. 

5 Commission Communication: The Global Approach to Migration one year on: towards a comprehensive European 
migration policy. (28108) 16106/06: see HC 41–v (2006–07), paragraph 14 (10 January 2007). 
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“to how legal migration opportunities can be incorporated into the Union’s external 
policies in order to develop a balanced partnership with third countries adapted to 
specific EU Member States’ labour market needs; ways and means to facilitate 
circular and temporary migration will be explored; the Commission is invited to 
present detailed proposals on how to better organise and inform about the various 
forms of legal movement between the EU and third countries by June 2007”.6 

It also concluded that: 

“the Global Approach will be applied to the eastern and south-eastern regions 
neighbouring the European Union. The Commission is invited to make proposals on 
enhanced dialogue and concrete measures by June 2007”.7 

2.4 Title IV of the EC Treaty authorises the Council to adopt measures on specified 
aspects of asylum, visas, and legal and illegal migration. 

Document (a): Applying the Global Approach to Migration to the 
eastern and south-eastern regions neighbouring the EU  

2.5 The Commission has produced this Communication in response to the European 
Council’s request. The Commission defines the EU’s eastern and south-eastern 
neighbours as: 

Turkey, Albania, Bosnia and Herzegovina, Croatia, Macedonia, Montenegro, Serbia 
(including Kosovo), Ukraine, Moldova, Belarus, Armenia, Azerbaijan, Georgia and 
Russia. 

The Commission notes that about 5.5 million migrants from the eastern and south-eastern 
regions are legally resident in the EU, amounting to nearly 30% of all resident third country 
nationals.  

2.6 The Commission observes that, in extending the Global Approach to those regions, 
account needs to be taken of the migratory routes through them from countries in the 
Middle East, Central Asia and Asia. Accordingly, the Communication also includes 
sections on the EC’s relations with: 

 Syria, Jordan, Lebanon, Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan, 
Uzbekistan, China, India, Pakistan, Afghanistan, Bangladesh, Sri Lanka, Vietnam, 
the Philippines and Indonesia. 

2.7 The Communication summarises the present arrangements for dialogue and 
cooperation between the EC and its eastern and south-eastern neighbours, and makes 
recommendations for action. For example, the passage on Russia refers to the existing 
Road Map on the Common Space on Freedom, Security and Justice and the formal and 
informal discussions in the framework of that agreement; and the passage on Turkey 

 
6 European Council meeting 14–15 December 2006, Presidency Conclusions, paragraph 24 (a), penultimate sub-

paragraph. 

7 Ibid, paragraph 24(a), last sub-paragraph. 
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and the Western Balkans recommends that opportunities for “circular migration” be 
increased. 

2.8  The Communication also summarises the existing arrangements for dialogue and 
cooperation with countries in the Eastern Mediterranean, Middle East, Central Asia and 
Asia and makes recommendations for action. The recommendations are mainly for the 
intensification or promotion of aims which are already being pursued, such as 
cooperation to counter trafficking in human beings and to improve the arrangements 
for remittances from migrants legally resident in the EU to their families in their 
countries of origin. The Commission also suggests testing the ground for “mobility 
partnerships” with countries in Asia.8 

2.9 The Communication calls for improved coordination of work on migration. For 
example, the Commission proposes the pooling of information about Member States’ 
bilateral dealings with third countries on migration; better exchanges of information 
between EU agencies and international organisations about migratory flows (for 
instance, between EUROPOL and the UNHCR); a more prominent role for FRONTEX 
(the EU agency for the management of operational cooperation at the EU’s external 
borders); and an increase in the number of Immigration Liaison Officers. 

2.10 In the Conclusion to the Communication, the Commission says: 

“The Eastern and South-Eastern regions neighbouring the EU are important as 
regards legal and illegal migration both between countries in the region and to the 
EU. Dialogue and cooperation on migration is already well advanced with many of 
the countries in these regions, especially as regards the fight against illegal 
immigration. Applying the Global Approach to these regions requires that, within 
the means available, cooperation is further developed, balanced and extended — 
notably in better addressing issues related to mobility and the development 
dimension of migration — to allow the EU to gain credibility in the eyes of its 
partners and to reach the next stage of cooperation with them.”9 

2.11 The Commission says that the Communication should be read with document (b) 
on circular migration and mobility partnerships.  

2.12 Annex I to the Communication contains an explanation of acronyms and a 
glossary. Annex II gives examples of cooperation between the EU and third countries on 
asylum and migration. Annex III contains statistics on legal and illegal migration and on 
asylum seekers.  

The Government’s view on document (a) 

2.13 The Parliamentary Under-Secretary of State at the Home Office (Joan Ryan) tells us 
that the Government welcomes the Commission’s efforts to extend the application of 
the Global Approach. She cautions, however, against allowing the extension to dilute 
work with African countries. She adds that: 

 
8 Commission Communication, page 13, final sentence. 

9 Commission Communication, page 15, Conclusion, first paragraph. 
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“in expanding the Global Approach to Migration there should be a focus on those 
elements which already have the endorsement of Member States, rather than 
introducing new elements … In this regard, the Government would resist the 
Communication’s proposals [for] mobility partnerships to be piloted with Asian 
partners and circular migration be promoted. These concepts … require further 
exploration and consideration by Member States before being applied.” 

Document (b): mobility partnerships and circular migration 

Mobility partnerships 

2.14 The Commission defines “mobility partnerships” as “frameworks for managing 
various forms of legal movement between the EU and third countries. Such partnerships 
would be agreed with those third countries committed to fighting illegal migration and 
that have effective mechanisms for readmission”.10 

2.15 The Communication notes that mobility partnerships would be legally complex 
because some of the elements would be within the Community’s competence and some 
within the Member States’. 

2.16 The Commission says that each partnership agreement would need to be tailor-
made to the particular circumstances of the parties to it. But all of them would need to 
include commitments from the EC, participating Member States and the third country 
concerned. They might include commitments from the third country on, for example, 
readmission, document security, and measures to counter people smuggling and 
trafficking in human beings. They might also include commitments from the EC and 
participating Member States on, for example, making it easier and quicker for legal 
migrants to get short stay visas; the provision of financial and technical assistance for 
the management of legal migration by the third country; the provision of pre-migration 
language and technical training for legal migrants who have a job offer in a Member 
State; help to reintegrate returning migrants; facilitation of migrants’ remittances, the 
provision of incentives for legal migrants to return to their countries of origin after a 
period in the EU and other measures to mitigate the brain drain. 

2.17 The Commission adds that: 

“Mobility partnerships could include a consolidated offer by several Member States, 
on a voluntary basis, to facilitate access to their labour markets [by] the nationals of 
the third country in question. In political terms, these individual offers would be 
pooled in order to put together a consolidated EU offer to the third country in 
question.”11  

Circular migration 

2.18 The Commission identifies two main types of circular migration: 

 
10 See document (a), page 17. 

11 See document (b), page 5, penultimate bullet-point. 
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• circular migration of third country nationals settled in the EU — nationals of a 
third country legally resident in a Member State would be able to engage in an 
activity (such as a business or profession) in their country of origin from time to 
time while retaining their main residence in the Member State; and  

• circular migration for third country nationals resident in their country of origin — 
they could come to the EU temporarily for work, study or training on condition 
that they return at the end of the period for which they are given entry. Those who 
return to their countries of origin at the proper time might be given some form of 
right to come back to the EU for another temporary period or be given the benefit 
of a simpler entry procedure. 

2.19 Legislation to foster circular migration could be enacted by Member States. 
Provision could also be included in EC legislation, such as the proposed Directives on 
the admission of highly-skilled migrants and on the admission of seasonal workers. 

2.20 The Communication discusses possible conditions and safeguards to make circular 
migration work. For example, the prospect of admission for a further temporary period 
if the third country national abides by the conditions of his first period of residence in 
the EU might reduce the temptation to over-stay. Similarly, assistance from the EC or 
Member State for the reintegration of third country nationals in their countries of origin 
might boost compliance with the conditions of temporary admission to the EU. 

2.21 The Commission says that circular migration might help mitigate the adverse 
effects on third countries of the brain drain. In addition, Member States could make 
commitments not to recruit people from third countries who have skills which are in 
short supply in their countries of origin. 

2.22 The Commission announces its intention to hold consultations, based on the 
Communication, with Community institutions, Member States and others with an 
interest. 

2.23 The Commission also announces its intention “to have exploratory contacts with a 
limited number of countries potentially interested in mobility partnerships and ready to 
commit themselves to cooperating actively with the EU on the management of 
migration”.12 

The Government’s view on document (b) 

2.24 The Minister tells us that: 

“the Government is not convinced that offering increased legal migration 
opportunities is the most appropriate emphasis for the development of the Union’s 
migration policy. Whilst legal migration has a place within any migration policy, 
there is a danger that an excessive focus on legal migration will raise unrealistic 
expectations amongst partner countries of the legal migration opportunities which 
are available in Member States. Particularly in the context of mobility partnerships, 

 
12 See document (b), page 13, final paragraph. 
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there is a danger that an incorrect assumption will develop that states are 
automatically entitled to legal migration opportunities if they chose to cooperate 
with the European Union on measures to reduce illegal migration.” 

2.25 The Minister says that Member States need time to consider the Commission’s 
proposals and reach a consensus on what should be the next steps. The Government 
will, therefore, resist the Commission’s proposal to have exploratory contacts with a 
limited number of countries potentially interested in mobility partnerships. 

2.26 The Minister tells us that the Government supports the Commission’s proposal to 
hold consultations about circular migration. But it will resist any further developments 
pending the completion of the consultations. The Government’s own assessment of any 
future proposals on circular migration will be taken in the light of what is in the UK’s 
national interest and the compatibility of the proposals with the Government’s Points 
Based System. 

Conclusion 

2.27 The UK could not be bound by any new EC legislation on legal migration unless 
it chose voluntarily to opt into it. Nonetheless, we consider that the Commission’s 
Communications raise major questions about the role it is appropriate for the 
European Community to play in developing policy on, and conducting relations with 
third countries about, legal migration. Accordingly, we recommend that the 
documents be debated in the European Standing Committee in good time for the 
Government to be able to take account of the views of the House in formulating its 
response to the Commission. 
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3  Protection of personal data processed in the course of 
police and judicial cooperation 

(28476) 
7315/07 
— 

Draft Council Framework Decision on the protection of personal data 
processed in the framework of police and judicial cooperation in 
criminal matters 

 
Legal base Articles 30, 31 and 34(2)(b)EU; consultation; 

unanimity 
Department Ministry of Justice 
Basis of consideration Minister’s letter of 13 June 2007 
Previous Committee Report HC 41–xviii (2006–07), para 4 (25 April 2007) and see 

(26911) 13019/05: HC 41–i (2006–07), para 3 (22 
November 2006)  

To be discussed in Council No date set 
Committee’s assessment Legally and politically important 
Committee’s decision Not cleared; further information requested 

Background 

3.1 We considered an earlier version of this proposal on 22 November 2006 and 28 
February 2007, noting that it closely followed the terms of Directive 95/46/EC of the 
European Parliament and the Council (the Data Protection Directive)13 and provided for 
common standards for the processing of data in the framework of police and judicial 
cooperation in criminal matters under Title VI of the EU Treaty.  

3.2 We noted that the question of whether the scope of the proposal should be confined to 
the transfer of data between Member States, or whether it should cover data which is 
processed in a purely domestic context, remained unresolved. In this regard, we agreed 
with the Minister that no suitable legal base appeared to exist under the EU Treaty for a 
proposal which would apply to the purely domestic processing of data. The other 
unresolved question concerned the transfer of data to third countries, where we noted the 
Minister’s explanation that the Government did not wish the proposal to apply to transfers 
of “home grown” data (i.e. data generated in the UK and not supplied by another Member 
State).  

3.3 We considered a revised draft on 25 April which in some instances addressed our 
concerns, but in others created a number of difficulties. We identified a number of respects 
in which the revised proposal was ambiguous on the question of scope. Since the key 
concept of “processing” was defined in such broad terms (i.e. “any operation..…performed 
upon personal information”) the proposal appeared capable of applying to purely domestic 
processing. We repeated our concern that it should be made entirely clear on the face of the 
proposal that it did not apply to such domestic processing, and asked the Minister if the 

 
13 OJ No. L 281, 23.11.95, p. 31. 
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Government would press for this ambiguity to be resolved as a condition for giving 
agreement. 

3.4 We noted that the proposal contained a new rule for the transfer of transmitted data to 
third countries. Under the previous proposal, such transfers could take place if there had 
been a decision that the data protection standards were adequate in the country concerned, 
but this had been replaced by a requirement that the consent of the transmitting Member 
State should be obtained before the data is transferred. This appeared to us to be a simpler 
and more straightforward solution, and we asked the Minister to explain if the 
Government supported this approach, or whether it had any disadvantages. 

3.5 We noted that the Government welcomes, in principle, the establishment of a single 
data protection supervisory body at EU level, and we looked forward to a more detailed 
assessment of its advantages and disadvantages. We also asked the Minister to provide us 
with an account of the views of the Information Commissioner on the proposal. 

The Minister’s reply 

3.6 In her letter of 13 June the Parliamentary Under-Secretary of State at the Department 
for Constitutional Affairs (Baroness Ashton of Upholland) replies to our report of 25 April 
and provides further information on the negotiations. 

3.7 The Minister reports that, following discussions in the Council working group, the 
German Presidency produced a revised text on 24 April, with a further revision produced 
on 6 June and that the question of scope remains “the main obstacle to agreement”. 

3.8 In reply to our question on the ambiguity over the scope of the proposal, the Minister 
states that the Government agrees with our view that the proposal should not apply to 
domestic processing and that the Government is also keen to remove any ambiguity on this 
point from the text. The Minister reports that recital 6a (which provided that Member 
States would also apply the rules of the proposal to national data processing) has now been 
amended to read “to facilitate data exchanges in the European Union, Member States 
intend to ensure that the standard of data protection achieved in national data processing 
matches that provided for in this Framework Decision”. The Minister informs us that the 
Government will continue to discuss this issue with the Presidency, the Commission and 
other Member States to ensure that a common approach is achieved which is acceptable to 
the UK.  

3.9 The Minister informs us that, as part of its efforts to find a compromise on the question 
of scope, the Presidency has suggested a new Article 27a, which would provide for a review 
by the Commission after five years to consider whether there were any cases of data not 
being shared by Member States because national data-processing did not comply with the 
proposed Framework Decision. The Minister adds that the Government is considering the 
wording of this proposal. 

3.10 In reply to our question on the new provision on the transfer of data to third 
countries, the Minister states that the Government’s view is that any such provision should 
consist of “general principles rather than prescriptive rules” and that it would be important 
to secure a derogation, in the event of “serious and immediate threats to public interests”, 
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from the requirement to obtain the consent of the originating Member State prior to the 
transfer of data. The Minister explains that the Government did not wish to have a 
situation where it was in possession of information which could be useful to a third 
country to prevent such a threat, but was unable to send it because of difficulties in 
contacting the appropriate authority in the originating Member State. The Minister 
informs us that the Presidency has redrafted the relevant provision to include both a 
requirement for a prior decision on the adequacy of data protection in the third country 
concerned and a derogation from the requirement to seek the prior consent of the 
originating Member State under “very limited circumstances”. The Minister comments 
that it is not yet clear whether the revised version fully addresses the Government’s 
concerns. 

3.11 As for our request for a more detailed assessment of the advantages and disadvantages 
of a single supervisory authority for data protection, the Minister explains that the 
Government is still waiting for a detailed proposal from the Presidency.  

3.12 On the question of consultation, the Minister states that those consulted are “largely 
satisfied that the new text is an improvement for the UK”, the main concerns being over 
the implications of the proposal for their business operations. The Information 
Commissioner also agrees that the revised draft is an improvement for the UK, the issues 
raised by his office being the definition of adequacy (in relation to arrangements for data 
protection), access by the data subject, the roles of national supervisory authorities and the 
joint supervisory authority. 

Conclusion 

3.13 We thank the Minister for her helpful letter. 

3.14 We note that the Minister is continuing to discuss the question of the scope of the 
proposal with the Presidency, the Commission and other Member States. For our part, 
we consider that an ambiguity remains, despite the revisions which have been 
suggested. The requirement (in recital 6a) to ensure that national data processing 
“matches” the requirements of the Framework Decision, and (in Article 27a) that the 
Commission should review whether cases have occurred where data has not been 
shared because national provisions did not comply with the Framework Decision, 
appear to us to introduce rules that are intended to have at least some effect on national 
data-processing and accordingly raise the issue of EU competence to prescribe rules for 
purely domestic issues. 

3.15 We note the current state of negotiations on the question of the transfer of data to 
third countries, which appears to include the re-introduction of the concept of the 
‘adequacy’ decision, which we have found problematic. We ask the Minister to inform 
us in more detail of the text which is being proposed and of the Government’s attitude 
to it. 

3.16 We shall hold the document under scrutiny pending further information from the 
Minister.  
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4  European Institute of Technology 

 (27994) 
14871/06 
+ ADDs 1–2 
COM(06) 604 

Draft Regulation establishing the European Institute of Technology 

 
Legal base Article 157(3) EC; co-decision; QMV 
Department Trade and Industry 
Basis of consideration Minister’s letter of 12 June 2007  
Previous Committee Report HC 41–ii (2006–07), para 1 (29 November 2006) 
To be discussed in Council 25 June 2007  
Committee’s assessment Politically important 
Committee’s decision Cleared but further information requested 

Previous scrutiny 

4.1 In November 2006, we considered this draft Regulation to establish the European 
Institute of Technology (EIT).14 The accompanying impact assessment said that the 
reasons for the “innovation gap” between the European Community and its competitors is 
that in Europe: 

• funding, outstanding people and world-class facilities are dispersed, not 
concentrated in a comparatively few centres of excellence; 

• there is not enough research and education which looks across traditional 
academic disciplines and focuses on opportunities for innovation in the medium- 
and longer-term; 

• there are poor connections between education, research and innovation; and 

• Europe’s universities have insufficient freedom from state interference, most of the 
staff are not of an entrepreneurial mind and the universities need to be 
modernised. 

4.2 The Commission believes that the EIT would help overcome these weaknesses by 
bringing together businesses, research bodies and universities in new ways to create centres 
of excellence in which post-graduate teaching, research and innovation would be 
integrated. The first draft of the Regulation proposed that the EIT’s tasks should include: 

• identifying matters of potential major economic and social interest for Europe 
which are likely to generate the best added value from innovation; 

• deciding in which of those matters to invest resources; 

 
14 See headnote. 
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• selecting about six Knowledge and Innovation Communities; defining their rights 
and obligations in agreements; and evaluating their performance;  

• raising the EIT’s income; and 

• promoting the recognition of EIT degrees and diplomas. 

4.3 The Knowledge and Innovation Communities (KICs) would be joint-ventures of 
partner organisations. They would be selected by the EIT to carry out integrated 
innovation, research and education in a specific field. Businesses, research bodies and 
universities would voluntarily form themselves into partnerships which would compete for 
designation as KICs. Each KIC would last seven to 15 years and would raise its funds from 
public and private sources.  

4.4 The Commission proposed that the EIT should be financed through: contributions 
from the European Community’s budget; payments from Community programmes; 
contributions from Member States and public authorities; contributions from business and 
private organisations (such as companies, banks and venture capitalists); bequests and 
donations; and revenue generated from the EIT’s activities. The Commission forecast that 
the total combined costs of the EIT and KICs between 2008–13 would be €2.367 billion. 

4.5 The Government was concerned about the proposed size of the EIT’s budget and the 
absence of a break-down of what the money would be spent on and where it would come 
from. 

4.6 We concluded that there appeared to be widespread agreement on the need to bring 
education, research and innovation closer together. But it was not clear to us that the 
European Institute of Technology, as proposed by the Commission, would be either the 
best or even an effective means to achieve that aim. Because of the importance of the issues, 
we recommended the proposal for debate in the European Standing Committee. The 
debate took place on 30 January 2007.  

The Minister’s letter of 12 June 2007 

4.7 The Minister of State for Science and Innovation at the Department of Trade and 
Industry (Malcolm Wicks) tells us that the Government’s overall approach to the proposal 
for the EIT has been one of cautious support. He says that: 

“The Government has sought to work constructively with our partners to achieve an 
outcome which improves the chances of the EIT becoming a useful addition to the 
range of instruments available to support European innovation and 
competitiveness.” 

4.8 The Minister tells us that the EIT concept has evolved substantially during the 
negotiations on the draft Regulation. In particular: 

“— [The EIT] has moved away from a single, bricks-and-mortar institutional 
model to one based on networks of existing organisations; 
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— There will be no independent degree-awarding powers for the EIT which will 
remain the preserve of individual institutions and the systems of Member 
States; 

— It will have a more gradual launch, with two to three Knowledge and 
Innovation Communities (KICs) in the first period to 2013, rather than the 
original proposal for six KICs; 

— Agreement on a two-phase approach which will allow lessons to be learnt from 
progress of the initial KICs, and a requirement for a further legal decision by 
[the] Council and European Parliament before any expansion in the number of 
KICs; and 

— There will be a light-touch governance regime, which allows substantial 
autonomy for the individual KICs, while maintaining appropriate 
transparency, quality assurance, accountability and evaluation provision.”  

The Minister encloses with his letter a copy of the Presidency’s revised draft of the 
Regulation. 

4.9 Article 19 of the revised draft proposes that “The financial envelope for the 
implementation of this Regulation during a period of six years from 1 January 2008 is set at 
EUR [308.7] million.” The Minister says that the size of the budget is still under discussion 
in both the Council Working Group and the European Parliament. The Government has 
opposed a budget of €308 million because the Commission has not yet provided a 
sufficient justification for that amount (which would represent 25% of the margin of 
heading 1A (competitiveness for growth and employment) of the EC budget. The Minister 
adds, however, that it appears from the most recent Council Working Group meetings that 
a large majority of Member States are ready to agree to the Commission’s proposal. The 
Presidency aims to achieve a “general approach” on it at the Competitiveness Council’s 
meeting on 25 June. 

4.10 The Minister says that: 

“The Government is of the view that the EIT proposal as amended during the course 
of negotiations in the Council Working Group could enhance the innovation 
performance of Member States, by linking up existing excellent organisations. It 
would focus on strategic priority areas where given the nature and scale of the 
innovation challenge, action at European level could generate the ‘critical mass’, that 
could not be achieved by Member States alone.”  

Conclusion 

4.11 In our view, the draft Regulation to set up the European Institute of Technology 
and the Knowledge and Innovation Communities has been substantially improved 
during the negotiations. We welcome the intention to proceed gradually, so that the 
EIT and KICs can benefit from the lessons of experience. We understand the reasons 
for the Government’s reservations about the budget. We understand that the European 
Parliament is also concerned about it. It appears to us likely, therefore, that whatever 
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the outcome of the Council meeting on 25 June, it will be necessary for the Council to 
reconsider Article 19 in the light of the European Parliament’s views.  

4.12 We have no further questions to put to the Minister and we are content to clear the 
document. We should, however, be grateful if the Minister would provide us with 
progress reports on the remaining stages of the consideration of the draft Regulation. 

 
 
 

5  European electronic communications regulations and 
markets  

(28519) 
8089/07 
COM(07) 155  
+ ADDs 1–2 

Commission Communication: European Electronic Communications 
Regulations and Markets 2006 and Annex (Commission Staff 
Working Paper Volumes I and II) 

 
Legal base — 
Document originated 29 March 2007 
Deposited in Parliament 3 April 2007 
Department Trade and Industry  
Basis of consideration Minister’s letter of 8 June 2007 
Previous Committee Report HC 41–xxi (2006–07), para 11 (9 May 2007) 
To be discussed in Council To be determined 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

5.1 This Communication, which we considered on 9 May, is the twelfth report on the 
overall market for electronic communications in the EU, and the third on the new 
regulatory framework introduced in 2003.  

5.2 The 2003 legislative package consisted of six Directives and a Decision: 

— Framework Directive: general principles, objectives and procedures; 

— Authorisation Directive: replaces individual licences by general authorisations to 
provide communications services;  

— Access and Interconnection Directive: sets out rules for a multi-carrier marketplace, 
ensuring access to networks and services, interoperability, and so on;  

— Universal Service Directive: guarantees basic rights for consumers and minimum 
levels of availability and affordability; 
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— e-Privacy or Data Protection Directive: covers protection of privacy and personal data 
communicated over public networks; 

— Directive on Competition: consolidates previous liberalisation directives; and 

— Radio Spectrum Decision: sets the principles and coordination procedures essential 
for the development of a coherent EU radio spectrum policy. 

5.3 The Framework also establishes a number of committees and policy groups to manage 
and implement the new system: 

• Communications Committee: which advises on implementation issues; 

• European Regulators Group: to encourage cooperation and coordination between 
NRAs and the Commission, in order to promote the development of the internal 
market for electronic communications networks and services and consistent 
application, in all Member States, of the provisions set out in the Directives; 

• Radio Spectrum Policy Group: to enable Member States, the Commission and 
stakeholders to coordinate the use of radio spectrum; and 

• Radio Spectrum Committee: to deal with technical issues around harmonisation of 
radio frequency allocation across Europe. 

The Commission Communication  

5.4 In preparing the Report, Commission officials visit each Member State to interview 
Government officials, regulators (Ofcom in the UK), industry players (e.g. BT, C&W, 
Orange, Vodafone) and consumer groups. A Commission Staff Working Paper 
accompanies the Communication. Volume I (289 pages) reviews the state of EU electronic 
communications services markets (fixed, mobile and broadband) and looks at the 
regulatory environment, consumer interests and spectrum management; it also includes a 
detailed annex on national markets and regulatory performance of each Member State. 
Volume II (167 pages) gives a comprehensive, detailed overview of national and EU 
markets. It is fully outlined in our previous Report. 

5.5 As we noted in our previous Report, the documents contain a lot of good news — e.g., 
investment in the sector again 5% higher, the fourth year-on-year increase and the value of 
the sector up nearly 25% in three years. There also continued to be much to commend in 
the UK’s performance and approach. But even though the UK was one (at sixth) of 6 
Member States who exceeded it, we felt that a broadband take-up rate performance 
threshold of 20% might be regarded as somewhat low, particularly when coupled with the 
lower broadband speeds in Europe than in the US, Japan and Korea.  

5.6 In her accompanying Explanatory Memorandum, the Minister of State for Industry 
and the Regions (Margaret Hodge) noted the German approach to this latter concern — a 
regulatory “holiday” to encourage Deutsche Telekom to build a higher-speed broadband 
network — and the Commission’s, and her own, unhappiness with it (the Commission 
having started legal proceedings against Germany which, she said, were likely to lead to a 
case at the European Court). But she did not suggest what her own views are, given that 
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European performance is clearly lagging, and needs to be improved if, for example, the 
Lisbon ICT targets — with all their implications for jobs and growth — are to be met.  

5.7 Given that this Annual Report sets the scene, in part, for the Commission’s proposals 
for amending the legislation, which are expected in the summer, we reported it to the 
House. In clearing it, we also asked the Minister to expand more fully on what the German 
approach is, what is wrong with it and how the Government would see this particular 
challenge best being tackled.15 

The Minister’s letter 

5.8 The Minister responds in her 8 June as follows: 

Broadband availability, take-up rates and next generation broadband 

“The 12th Implementation Report states that take-up rates of the best performing EU 
countries (which includes the UK) are growing faster than “other places such as 
Japan and Korea”. Recent research by Ofcom16 has shown that at the end of last year 
50% of adults in the UK live in households connected to broadband, up from 39% 
the previous year, which is excellent progress.  

“Access to internet services is not restricted to those who have broadband at home. 
UK Online Centres, libraries, mobile devices, other public access points and access at 
work are alternatives for those who cannot, or choose not, to have access to 
broadband at home.  

“While I am content that, given the current trend of UK take-up and broadband 
availability, we should be on track to meet Lisbon ICT targets, I am not complacent. I 
continue to monitor progress, with a focus on the impact of higher bandwidth 
broadband on UK and EU competitiveness and digital inclusion.  

German approach to regulation of next generation broadband 
infrastructure 

“The Commission has started legal proceedings against Germany on the basis that 
new German telecoms legislation is incompatible with EU law. The legislation could 
have the effect of allowing the German incumbent telecoms operator, Deutsche 
Telekom (DT), to be free of regulated access to its higher bandwidth broadband 
infrastructure (using technology called “VDSL+”). The upgrade would be to DT’s 
monopoly “access” network (between exchanges and premises), a part of the 
network that is prohibitively expensive to replicate nationally by another operator 
(hence the monopoly nature of this local access network).  

“This could mean that competitors to DT wanting to offer higher speed services to 
their customers would only be able to buy broadband services from DT at retail rates, 

 
15 See headnote. 

16 The Communications market: Broadband 2006. Digital progress report. 
http://www.ofcom.org.uk/research/cm/broadband_rpt/ 



24    European Scrutiny Committee, 26th Report, Session 2006–07 

 

thus removing any hope of a profit margin or that they could offer their own retail 
prices that could compete with DT. Competition, consumer choice and prices could 
suffer if access to DT’s monopoly next generation access network was not effectively 
regulated from day one. DT argues that it cannot afford to invest in new 
infrastructure without the security of monopoly supply, for at least a few years. It will 
be the regulator and not the German government that decides whether and how 
access to DT’s upgraded monopoly network will be regulated.  

UK approach 

“In my view, effective regulation of wholesale access to monopoly networks is key to 
ensuring that we continue to benefit from competition. In the UK, the Openreach 
model (independent management and accountability of BT’s monopoly local 
network) has led to a significant increase in investment in network and services by 
BT’s competitors, increasing choice and further lowering prices for consumers. BT 
has accepted that if it were to upgrade its monopoly local network, access to it would 
be regulated by Ofcom from day one. 

“Ofcom has launched a public debate on the future of broadband regulation via a 
discussion paper and seminars. The aim of which is to determine how best to 
regulate future markets by encouraging investment and promoting competition. I do 
not believe, as some EU incumbent operators claim, that competition and 
investment conflict with each other. I will continue to work with the Commission to 
ensure that the revised regulatory framework (to be negotiated from autumn 2007) 
continues to build on the remarkable progress of the original framework and does 
not take us backwards, as freedom from access regulation of monopoly 
infrastructure would do”. 

Conclusion  

5.9  We are grateful to the Minister for this helpful exposition. The challenge 
nonetheless remains: even if the UK is doing well on the take-up front, if only six 
Member States have surpassed the 20% broadband take-up threshold, and overall 
broadband speeds are lower than in Europe’s main competitors, both will have to 
improve if the Lisbon targets are to be met. 

5.10 As to the “how”, we fully endorse her approach, which we hope to see reflected in 
whatever proposals the Commission brings forward later this year with respect to 
revising the regulatory framework. 
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6  Multi-Annual Programme for Enterprise and 
Entrepreneurship 

(28633)  
9544/07 
COM(07) 235 

Commission Report on the Financial Instruments of the Multi-
Annual Programme for Enterprise and Entrepreneurship and in 
particular for Small and Medium-Sized enterprises (SMEs) (2001–
2006) 

 
Legal base — 
Document originated 4 May 2007 
Deposited in Parliament 16 May 2007 
Department Trade and Industry  
Basis of consideration EM of 11 June 2007 
Previous Committee Report None; but see (26177) 14940/04 (26223) 16026/04: HC 

38–v (2004–05), para 10 (26 January 2005); also see 
(26495) 8081/05: HC 34–xx (2005–06), para 9 (1 
March 2006) and HC 34–i (2005–06), para 20 (4 July 
2005)  

To be discussed in Council Not yet determined 
Committee’s assessment Politically important 
Committee’s decision Cleared, but information on progress requested 

Background 

6.1 The Lisbon European Council of March 2000 set the EU the strategic goal of 
becoming the world’s most competitive, dynamic, knowledge-based economy by 2010, 
capable of sustainable economic growth with more and better jobs and greater social 
cohesion. Multi-Annual Programmes in this area had existed before 2000, but the 2001–
2005 Multi-Annual Programme for Enterprise and Entrepreneurship (MAP) was 
established in December 2000 as one important means of fulfilling the Lisbon goal, with 
a budget of €450 million. It aimed to achieve the following objectives: 

— to enhance the growth and competitiveness of enterprises in a knowledge-based 
and internationalised economy; 

— to promote entrepreneurship;  

— to simplify and improve the administrative and regulatory framework for 
business so that research, innovation and business creation can flourish; 

— to improve the financial environment for business, especially SMEs; 

— to give business easier access to Community support services, programmes and 
networks and to improve the coordination of these facilities; and 
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— to support the implementation of the European Charter for Small Enterprises17 at 
Community level. 

6.2 The MAP had three component parts: 

— the exchange of experience and the identification of good practices between the 
Member States; 

— the operation of a network of Euro-Info-Centres (EIC) offering services and 
advice about European matters to enterprises throughout European regions; and 

— the provision, via the European Investment Fund18 (EIF), of a number of 
Community financial instruments for SMEs. 

6.3 According to the DTI, SMEs make up well over 90% of businesses in both the UK 
and the EU as a whole.  

6.4 We considered an external evaluation of the MAP for the period 2000–2004 on 26 
January 2005. It made recommendations in all three areas to make the programme more 
effective. On policy development, it recommends a strengthening of dissemination and 
concentration on benchmarking and best practice projects (rather than projects for 
creating databases or one-off publications), and more follow-up activity and long-term 
projects. The EIC network should be better promoted through awareness-raising, and 
enhanced coordination and rationalisation with other business support networks. Most 
important, though, were the financial instruments, which comprised 72% of the budget. 
The then Minister (Mr Nigel Griffiths) said that UK experts on the MAP did not agree 
with the positive overall assessment, but believed that more innovative financial 
products were needed and that the emphasis upon loan guarantees should be reduced. 
He said that he and his officials would press the Commission “to identify and support 
initiatives where the risks and the rewards are shared with private investors and which 
are targeted at those businesses with high growth potential”, both during the remainder 
of MAP’s existence and, more importantly, in the much more ambitious successor, the 
2007–13 Competitiveness and Innovation Programme (CIP).  

6.5 Despite these valid reservations, we noted that, although hard, statistical evidence of 
the effectiveness of an uncompleted programme was hard to come by, a very thorough 
report was preponderantly positive; that it was inevitable that, after four years, 
experience would suggest areas for improvement; and that, as the Minister sensibly 
suggested, the task now was to do what could be done to effect the suggested 
improvements, and to incorporate the lessons into the successor CIP. 

 
17 The European Charter for Small Enterprises, adopted at the Feira Council in June 2000, identified ten key policy 

areas for SMEs (education and training for entrepreneurship; cheaper and faster start-up; better legislation and 
regulation; availability of skills; improving online access; more out of the single market; taxation and financial 
matters; strengthen technological capacity; successful e-business models and top-class small business support; more 
effective representation of small enterprises’ interests at Union and national level). Member States report annually 
to the Commission on progress in each of these areas. 

18 The European Investment Fund (EIF) is the European Investment Bank (EIB)’s specialist risk capital arm, with a 
specific remit to support the creation, growth and development of Small and Medium-sized Enterprises. Its tripartite 
shareholding includes the EIB, the European Union represented by the European Commission, and a number of 
European banks and financial institutions. It intervenes mainly by means of risk capital and guarantee instruments, 
either drawn from its own funds or within the framework of mandates entrusted to it by the EIB or the European 
Union. 
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6.6 We also agreed with the proposal to extend the MAP until 31 December 2006, to 
give sufficient time for the CIP to be developed and agreed and to enable it to begin at 
the same time as the 7th Framework Programme for Research, on 1 January 2007. MAP 
funding was consequently increased by €81.5 million.19 

The Competitiveness and Innovation Programme 

6.7 The CIP has three sub-programmes — the MAP and those existing Community 
programmes that currently contain actions in the areas of innovation and eco-innovation 
in an Entrepreneurship and Innovation Programme (EIP); an ICT Policy Support 
Programme to promote greater Information and Communication Technologies uptake; 
and better use and innovative development of energy resources in an expanded Intelligent 
Energy–Europe Programme.  

6.8 In the original Commission proposal, there was to be a greatly expanded budget of €4.2 
billion — €2.6 billion for the EIP and €802 million for ICT support and €780 million for 
“Intelligent Energy”, compared with €530 million for MAP. Three funding instruments 
would be managed by the European Investment Fund: a High Growth and Innovation SME 
Facility, to make venture capital available to SMEs at the start-up and expansion phases 
and for those that demonstrate high growth potential in innovation; an SME Guarantee 
Facility which will provide guarantees to financial institutions making loan facilities 
available to SMEs; and a Capacity Building Scheme, to improve the expertise of financial 
institutions investing in SMEs. The Commission argued that such a CIP achieved greater 
coherence and maximised the potential for exploiting synergies. 

6.9 The Committee considered the CIP in depth. In essence, in its 4 July 2005 Report on 
the Commission’s CIP proposal, the then Committee noted that no real attempt had 
been made to explore alternatives to, or demonstrate how this approach was likely to be 
any more successful than, the MAP, where progress was described as “at best patchy”. 
Instead, the thrust of a variety of assertions was that the Commission alone was capable 
of addressing various “market failures” and, by virtue of expanding its involvement, 
would facilitate outcomes that had not arisen hitherto, e.g. significantly enhanced ICT 
take-up. This was validated by a consultation exercise whose outcome was essentially 
predetermined, since it involved “stakeholders” who, as the main beneficiaries, were 
unlikely to contest the programme’s impeccable objectives (closing the SME innovation 
and ICT take-up gap) or the proposed solution. Although regarding the programme as 
“a positive step in the right direction”, the then Minister had a number of reservations 
about the financial instruments, the shape of the programme and its potential for 
overlap with other instruments. As with other proposals dependent on the new 
Financial Perspective, the then Committee kept the document under scrutiny until the 
final shape of the Financial Perspective was clearer. 

6.10  From a lengthy letter of 13 February 2006, it was plain that the then Minister and 
his team had worked hard and, overall, successfully during the UK Presidency. 
Although the CIP was poorly drafted and confusing, there was a strong Council and 
European Parliament impetus behind it; he had therefore concentrated on introducing 

 
19 See headnote: (26177) 14940/04 (26223) 16026/04: HC 38–v (2004–05), para 10 (26 January 2005). 
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greater clarity and ensuring: clear differentiation between the CIP, the Structural Funds 
and the 7th RTD Framework Programme; that the management arrangements would 
eschew the original “silo” thinking and instead be comprehensive and promote 
synergies; and that, by containing proper evaluation mechanisms, it would inform any 
successor in ways in which MAP could not. He also argued persuasively, along with the 
networking arrangements to facilitate information- and best practice-sharing and intra-
SME collaboration, for the role of public funding in promoting SME development, 
especially in the risky, innovative areas that the Lisbon Agenda is seeking to encourage. 
The Committee agreed not to object to the Minister participating in the Partial General 
Approach, on the condition that the budgetary provisions remained under scrutiny and 
were excluded from the General Approach, and asked for further progress reports, 
especially on the uncertainties that continue around the area of complementarity and 
avoiding overlap between the CIP, the 7th RTD Framework Programme and the 
Structural Funds. 

6.11 His successor, the Minister of State for Industry and the Regions (Margaret Hodge) 
provided a further detailed and comprehensive analysis of the subsequent negotiations 
in her letter of 22 May 2006. Not everything has been achieved for which the 
Committee, and they, would have hoped, particularly with regard to the overall size of 
the programme — €3.622 billion instead of €4.212 billion — and especially the ICT 
Policy Support component — €729 million instead of €802 million. But we accepted that 
that is in the nature of negotiation, especially in an area involving QMV and co-
decision: the UK was alone in arguing for a less well-funded ICT Policy Support 
component. Moreover, the Minister noted that:  

— the budget was within the context of an overall European budget only marginally 
increased from that proposed for the December 2005 European Council; 

— risk capital support was to be the dominant financial instrument with clear political 
backing supporting its ongoing development; 

— the evaluation processes and methodologies were now considerably stronger than 
originally proposed as a direct result of UK interventions; 

— the Management Committee for the Entrepreneurship and Innovation sub-programme 
(which would have lead responsibility in CIP for promoting entrepreneurship, SMEs, 
and innovation and the financial instruments) was to have an overarching strategic 
management role, enabling appropriate coordination, focus and complimentary 
actions across all parts of CIP; and 

— the legal te xt now made it clear that the CIP would complement the new 7th 
Framework Programme for Research and Technological Development (FP7) and 
Structural Funds. 
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6.12 In clearing the document from scrutiny, we expressed the hope that, when the first 
evaluation is produced, we or our successors will see clear evidence both as to the 
achievement of the Lisbon goals in this area and of the CIP’s contribution thereto.20  

The Commission Report 

6.13 The report provides an overview of progress on implementation of the three main 
financial instruments up to 31 December 2005. 

SME Guarantee Facility (SMEG) 

6.14 This provides loan guarantees to encourage banks to make more debt finance 
available to SMEs. It has the largest budget, accounting for 64.3% of MAP’s overall 
expenditure. The report praises the effectiveness of SMEG, highlighting its quantitative 
impact in improving access to debt finance for European SMEs — for example, by the 
end of 2005, there were 570,000 persons employed in organisations that received loans, 
compared with 310,000 in 2004. 

European Technology Funding Start-up Facility (ETF) 

6.15 The ETF is to increase the availability of risk capital to innovative SMEs, especially 
those in high technology sectors, during their start-up and early development. By the 
end of 2005 the ETF had committed €143.2 million, which represents 34.25% of the 
MAP budget committed by then. The report states that the fund encountered difficulties 
in attracting the necessary private capital investment, the downturn in stock exchanges 
in 2003–04 adding to this being the most risky market segment and the need to secure at 
least 50% of capital from the private sector to qualify.  

Seed Capital Action (SCA) 

6.16 The SCA aims to stimulate the supply of capital in order to create innovative new 
businesses with growth and job potential. It is managed on behalf of the Community by 
the EIF, and provides grants for the long-term recruitment of investment managers by 
venture capital (VC) companies so as to reinforce the VC industry in the “seed capital” 
area and to support funds or incubators which include seed capital and early stage VC 
funds. By the end of 2005, the SCA had committed €5.6 million, representing 1.3% of 
the MAP budget committed by then. The report notes that the SCA has not been as 
successful as had been hoped, with only three grant agreements signed; this, too, is 
attributed to the difficult market conditions for raising VC. 

6.17 The report concludes with an overall positive appraisal of the impact of the 
financial instruments, especially SMEG and ETF-Start Up. The report does not make 
clear what measures of success have been used to reach this conclusion, but does draw 
on evaluation from the Strategic Evaluation of the EC Financial Assistance Schemes for 
SMEs (Deloitte & Touche, December 2003) which describes MAP’s financial 
instruments as “effective and efficient [in] increasing the supply of finance to SMEs 

 
20 See headnote. 
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throughout the EU, including in those countries where national financial instruments are 
less developed”.  

6.18 The report cites the management of the EIF as an example of good practice and 
identifies it as a delivery model for future EU SME financing. It also highlights the 
strength of the “no one-size-fits-all” approach to administering the financial 
instruments, and recognises that more flexibility is required in the design of financial 
instruments in successor programmes including a more innovative suite of financial 
products. In addition, the report reiterates conclusions from the 2004 evaluation report 
that the programme would have benefited from increasing its visibility. 

The Government’s view 

6.19  In her 11 June 2007 Explanatory Memorandum, the Minister of State for Industry 
and the Regions (Margaret Hodge) notes that the largest share of the budget for the 
CIP’s three financial instruments is dedicated to risk capital funding via the High 
Growth and Innovative SME Facility. She says that this is in line with the position the 
UK Government took during the negotiations, namely that improving the supply of risk 
capital across Europe should be a priority for the programme.  

6.20 She also says that “one of the weaknesses of the MAP was the lack of robust 
evaluation. During the negotiation of the CIP, therefore, the UK secured text to ensure 
effective monitoring and evaluation mechanisms were put in place for the programme”.  

6.21 She concludes by noting that the Report is expected to be discussed at a 
Competitiveness Council meeting during the second half of 2007. 

Conclusions 

6.22  Even making allowance for the difficult stock market conditions to which the 
report refers, it is striking how little take-up and impact the MAP has apparently 
made, which makes it difficult to have much confidence that the much larger funds 
available under the CIP will prove to be justified. Our hope is, of course, that the first 
CIP evaluation will be able to tell a more hopeful story. In any event, we shall expect 
whatever story is told to be based on what the Minister notes was lacking from MAP 
— robust evaluation — and to demonstrate that the “effective monitoring and 
evaluation mechanisms” to which she refers have indeed been used. 

6.23 We now clear the document. 
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7  EU-South Africa Relations 

(27676) 
11263/06 
COM(06) 347 

Commission Communication: Towards an EU-South Africa Strategic 
Partnership 

 
Legal base — 
Department Foreign and Commonwealth Office  
Basis of consideration Minister’s letter of 27 April and 12 June 2007 
Previous Committee Report HC 34–xxxvi (2005–06), para 20 (19 July 2006) 
Discussed in Council 15 September 2006 General Affairs and External 

Relations Council 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

7.1 In its introduction, the Commission described South Africa as “a country transformed” 
having built “a democratic, tolerant and multiracial society” and having become “a leading 
nation and a peace broker in the region and on the African continent” with “authority not 
just in Africa but in global multilateral institutions”.  

7.2 For its part, the Commission says, “an enlarged EU has developed a new approach to 
North-South cooperation by adopting three key policy papers on the Millennium 
Development Goals, the European Consensus on Development and the EU Strategy for 
Africa. It is strengthening its foreign action and seeks to foster stability, security and 
prosperity worldwide. South Africa therefore is a natural partner to Europe on the African 
continent and on a global level.”  

7.3 There was already “a multifaceted, comprehensive partnership based on the “Trade, 
Development and Cooperation Agreement” (TDCA) between South Africa, the European 
Community and its Member States. However, relations between South Africa and the EU 
required “more coherence, clear objectives, and a shared forward-looking political vision 
with a view to strengthening joint political action”. The partnership that the Commission 
advocated “needs to clearly spell out what both sides can expect from one another on the 
domestic, regional, continental and global fronts, and do justice to South Africa’s and the 
EU’s unique positions in the new, globalised world”.  

The Commission Communication  

7.4 The Communication proposes “a comprehensive, coherent and coordinated long-term 
framework for political cooperation” which would “do justice to the role of South Africa as 
an anchor on the continent and a key player on the international scene”. The current 
organisation of political dialogue is based on exchanges with the EU Heads of Mission in 
Pretoria, regular visits by Ministers and senior officials in both directions and the annual 
Cooperation Council. In addition, exchanges between the European Parliament and South 
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African Parliament are held through the EP Delegation for South Africa, and South Africa 
is an active participant in the ACP-EU Joint Parliamentary Assembly. “This institutional 
setup has been considered satisfactory in the past, but needs to be reviewed in the light of 
the strategic nature of the EU-South Africa partnership”. 

7.5 The proposed Strategic Partnership would seek to: 

— bring the Member States, the Community and South Africa together in a single and 
coherent framework, with clearly and jointly defined objectives, covering all areas of 
cooperation and associating all stakeholders;  

— move from political dialogue to strategic political cooperation and shared objectives on 
regional, African and global issues; and  

— enhance existing cooperation, developing stronger and sustainable economic 
cooperation and fully implementing the provisions of the existing Trade and 
Development Cooperation Agreement (TDCA) on trade-related areas and extending 
cooperation to the social, cultural and environmental fields.  

7.6 On the basis of “these broad principles”, the Commission proposes that it should draft 
an Action Plan for implementing the Communication, to be submitted to the Joint EU-
South Africa Cooperation Council in November and leading to a Joint Declaration by the 
partners. It suggests that such an Action Plan could focus on  

— strengthened political dialogue, leading to common political positions and joint action; 

— active joint involvement in regional and global issues; 

— implementation of a jointly drafted Country Strategy Paper in line with this 
Communication; and  

— revision and full implementation of the TDCA according to the above priorities. 

7.7 In an Annex, the Commission suggested a large number of themes for enhanced 
political and economic cooperation and for joint involvement in regional issues — 
particularly the challenge of AIDS and “untangling the knot of regional cooperation and 
integration”. Nine Member States and the South African authorities were jointly drafting a 
new 2007–2013 Country Strategy Paper, which should aim to “translate” the broad political 
lines in the Communication and form part of the Action Plan. The Commission and South 
Africa had also identified the TDCA provisions that might need revising and suggested 
priorities for those provisions that had not yet been implemented.  

7.8 In a brief Explanatory Memorandum of 12 July 2006, the Minister for Africa at the 
Foreign and Commonwealth Office (Lord Triesman) said that the Communication had 
made good suggestions on how to streamline and simplify the EU-South Africa 
relationship. He noted that the EU already has strategic partnerships with the US, Canada, 
Russia, India, China, Japan, Latin America and Africa. “Given South Africa’s strategic 
importance in Africa and emergence as a global power, the UK supports the proposal to 
develop the EU-South Africa relationship into a truly strategic partnership, enabling 
further regional co-operation and enhanced dialogue”. He said that the Communication 
would be presented to the 15 September 2006 GAERC, with a view to the 14 November 
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2006 EU-South Africa Council making a Joint Declaration giving political support to the 
Commission’s Action Plan. 

7.9 In clearing the Communication, we noted that the case for such an enhanced 
relationship with the new South Africa was self-evident and well made but that, as with all 
such strategies and Action Plans, implementation would be what really mattered, which in 
turn required both a realistic assessment of the starting point and sensible ambitions; and 
asked the Minister to write to us ahead of the November Cooperation Council meeting 
with further information about what Action Plan was agreed and his assessment thereof. 

The Minister’s letter of 27 April 

7.10 In his 27 April letter, the Minister for Europe at the Foreign and Commonwealth 
Office (Mr Geoffrey Hoon) said that the draft action plan for the envisaged strategic 
partnership had now been agreed by Member States, but had not yet been agreed with 
South Africa; that the text would be submitted for approval to the next EU-South Africa 
Ministerial Troika meeting on 14 May 2007; and that, if approved, he would forward it to 
us.  

7.11 In the meantime, he noted that, if endorsed, the action plan would follow closely the 
outline set out in the Commission Communication, with particular emphasis on the 
common agenda of promoting peace, security and stability in the world, and in Africa in 
particular. He continued as follows: 

“The action plan will strengthen and bring added value to the existing relationship, 
with the aim of moving it from political dialogue to active political co-operation on 
issues of mutual interest at bilateral, regional, or global level. To this end all parties 
will agree to establish a new overarching framework. 

“The action plan will provide the framework for enhanced high level political 
dialogue, including political dialogue twice a year in Troika format, and at Summit 
level on a regular basis. The Summit, Ministerial Troika and Joint Co-operation 
Council meetings will review effective implementations of decisions taken and 
jointly decide on future actions. The action plan also recognises the importance of 
regular and institutionalised parliamentary interaction, and will aim to encourage the 
formalisation of the South Africa-EU Parliamentary bilateral relations. 

“On co-operation fora, the action plan will confirm that South Africa and the 
European Union are committed to full implementation of the Trade, Development 
and Co-operation Agreement (TDCA). Incorporated within this is a commitment to 
a joint European Union strategy for aid to South Africa, to which ten donors have 
signed up, including the UK. The strategy, which is the first in the world to be jointly 
agreed with other donors, is currently going through the final stages of consultation. 
It will principally comprise an intention to work jointly where feasible on all aspects 
of aid programmes in South Africa operated through the ten donors. The joint 
Strategy will account for 70% of all donor aid to South Africa. But the action plan 
also provides for the creation of additional fora for in-depth dialogue in areas of 
mutual interest, which will report to the Joint Co-operation Council. The aim will be 
to develop a stronger and sustainable co-operation. Areas include: 
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• Trade and Investment, Economic Co-operation; 

• Science and Technology; 

• Environmental Co-operation/Climate Change; 

• Sharing experience on EU regional policy; 

• Information and Communication Technology; 

• Employment and Social Affairs; 

• Combating Crime; 

• Macro-economic Dialogue; 

• Education and Training; 

• Cultural Co-operation; and 

• Sport and Recreation”. 

The Minister’s letter of 12 June 

7.12 In his second letter, the Minister confirms that the Action Plan was approved both by 
EU Member States and South Africa at the EU-South Africa Ministerial Troika meeting on 
14 May 2007.  

Conclusions 

7.13 We are grateful to the Minister for this helpful summary of the content of the 
Action Plan, which we are reporting to the House because of the widespread interest in 
southern Africa and the vital leadership role therein of South Africa.  

7.14 One of its key components is “active political co-operation on issues of mutual 
interest at bilateral, regional, or global level”. As with all such partnerships and their 
Action Plans, implementation is all. We should accordingly like to believe we are not 
being unrealistic in hoping that taking the EU-South Africa relationship to this new 
level will see a broader force being brought to bear on tackling one of the most 
egregious of such issues — the deplorable situation in Zimbabwe.  
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8  EU support for conflict resolution in Georgia 

(28690) 
— 
— 

Council Joint Action extending Joint Action 2006/439/CFSP regarding 
a further contribution of the European Union to the conflict 
settlement process in Georgia/South Ossetia 

 
Legal base Article 14 EU; unanimity 
Department Foreign and Commonwealth Office 
Basis of consideration EM of 13 June 2007 
Previous Committee Report None 
To be discussed in Council 28 June Environment Council 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

8.1 At the time of the break-up of the Soviet Union, many autonomous regions (e.g. South 
Ossetia and Nagorno Karabakh) tried to upgrade their status to independent states. In 
1989, when South Ossetia (in Georgia) did so, Georgia reacted by revoking its status as an 
autonomous region. Conflict ensued until a Russian-brokered ceasefire in 1992. Over 
60,000 people (out of a population of 103,000), mainly ethnic Ossetians but also several 
thousand Georgians, were displaced. Most of the displaced ethnic Ossetians moved into 
adjacent North Ossetia (a republic within Russia). 

8.2 Conflict settlement machinery was established with OSCE facilitation— known as the 
JCC — with representatives from Georgia, South Ossetia, North Ossetia, Russia and the 
OSCE and, through its funding and provision of technical assistance, the Commission as 
an observer. On 18 July 2005 the Council adopted Joint Action 2005/561/CFSP regarding 
the EU’s contribution to the conflict settlement process. This was further to the first Joint 
Action (2001/759/CFSP) of 29 October 2001 and the second Joint Action of 12 June 2003. 
The EU contribution has been to ensure the continued functioning of both the Georgian 
and South Ossetian Secretariats (run under the aegis of the OSCE) and the JCC. 

8.3 Since the first 2001 Joint Action, the belief that Chechen terrorists were taking haven in 
the remote border regions of Georgia adjacent to the border with Russia and adjacent to 
South Ossetia led to Russian pre-emptive bombing raids on Georgian territory in 2002. 
Then, in summer 2004, Georgian President Saakashvili tried to close down the black 
market in South Ossetia, which led to the most serious outbreak of fighting since the 1992 
ceasefire. The hostilities put paid to any political breakthrough in the conflict for a while, 
and the June 2003 Joint Action was left to wither. 

8.4 The 2005 Joint Action thus essentially picked up where the second Joint Action left off. 
Aid was conditional upon the holding of no less than two JCC and two Experts’ group 
meetings within twelve months, with both the Georgian and South Ossetian sides making 
demonstrable efforts to achieve real political progress towards a lasting and peaceful 
settlement of their differences. The Commission, in cooperation with the EUSR and the 
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OSCE Mission to Georgia, would monitor and evaluate the EU contribution — which 
would receive visible recognition — and control expenditure. The Commission would in 
turn report on implementation to the Council. The EUSR, in conjunction with the 
Commission, would assess the need for further support and make recommendations as 
appropriate. 

8.5 The 2005 Joint Action was extended for a further year, from 30 June 2006, in response 
to a request from both Georgian and South Ossetian JCC co-Chairs for further financial 
assistance to the conflict settlement process. At that time, the Minister for Europe said that 
the EU’s assistance had usefully reinforced efforts to help resolve the conflict, along with 
the appointment of the EU Special Representative (EUSR) for the South Caucasus, and that 
the JCC had had a positive role in supporting peaceful resolution of the conflict. The EUSR 
would contribute to this conflict prevention and resolution process and work to intensify 
the EU dialogue with the relevant parties. The Joint Action would finance meetings of the 
JCC and other mechanisms within the JCC framework, provide for the organisation of JCC 
conferences and provide running costs for the two Secretariats for one year. Although the 
Minister said nothing about whether or not the conditions referred to above had been 
fulfilled, we felt that continuing tensions in Russo-Georgian relations suggested that the 
continuation of EU support in this context and for this purpose made sense, was risk-free, 
and was modest — €150,000 (£103,463) funded from the EU’s CFSP budget, to be spent 
over a period of 12 months, with a UK contribution of approximately €25,500 (£17,510). 
As hitherto, time would tell if it was successful. 

The draft Joint Action 

8.6 The current Joint Action expires on 30 June 2007. In his Explanatory Memorandum of 
13 June 2007, the Minister for Europe at the Foreign and Commonwealth Office (Mr 
Geoffrey Hoon) says that the proposed Joint Action takes into account that the funds 
provided for under the current Joint Action have not been fully spent and grants an 
extension, from 30 June to 31 December — more appropriate, he says, than the customary 
twelve months’ extension. 

8.7 The EU funds have not been fully spent over the last year, he says, as scheduled Joint 
Control Commission meetings “have been continuously postponed by one party or the 
other as the tensions between Georgia and South Ossetia have increased significantly over 
the last year”. But he sees no alternative to the Joint Control Commission, which he says is 
the only framework acceptable to all parties. He continues as follows: 

“The EU’s efforts thus far in promoting dialogue through support for the Joint 
Control Commission have played a positive role in keeping the parties engaged and 
discouraging them from resorting to alternative methods to achieve their objectives. 
Since the inception of this support the EU has appointed, and in 2006 reinvigorated 
the mandate for, an EU Special Representative for the Caucasus. It is all the more 
important that the EU maintains these efforts at a time of heightened tensions 
between the parties. The tensions are likely to persist while uncertainty remains over 
a political resolution to Kosovo’s status.” 

8.8 In this regard, he says that South Ossetia, “encouraged by Russia”, sees a solution of 
near-independence for Kosovo as one that should be equally applicable in its own 
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situation. “During this time, the Joint Control Commission becomes an important tool for 
conflict prevention as much as for conflict resolution”. 

8.9 He says that neither of the conditions — regular JCC meetings and both sides making 
demonstrable efforts to achieve real political progress towards a lasting and peaceful 
settlement of their differences — has been met. But he is “not inclined to dismiss the 
request for an extension to the Joint Action by Roy Reeve, the UK Head of the OSCE 
Mission to Georgia, a request supported by the Commission and the EU Special 
Representative. To do so would risk sending the signal that our support for settlement 
through peaceful negotiations (only) is waning”. 

8.10 Looking ahead, he says that the Commission, in close cooperation with the EU Special 
Representative for the South Caucasus, Peter Semneby, and in liaison with the OSCE 
Mission to Georgia, will monitor and evaluate the EU contribution’s implementation and 
impact; and will report in writing on the Joint Action’s implementation to the Council, 
under the responsibility of the Presidency and assisted by the Secretary General/High 
Representative, Javier Solana. “The reports will in particular be based on the regular reports 
provided by the OSCE Mission”. 

The Government’s view 

8.11 The Minister continues by noting that the EU’s wider objective is to promote a 
political settlement of the Georgian/South Ossetian conflict, with the full involvement of 
Russia, thereby improving regional stability. He again says that the EU contribution has 
been effective in ensuring the functioning of the permanent secretaries for the Georgian 
and South Ossetian sides, under the aegis of the OSCE, and in facilitating meetings of the 
JCC and of the Expert’s Group, which are the main instruments of the conflict settlement 
process. “The Government believes it is important that we should be proactive in seeking 
to deter a military offensive and promote meaningful dialogue to ensure the long-term 
sustainability of a negotiated settlement”. 

Conclusions 

8.12 On previous occasions we have not considered that, important as the overall 
situation is, this modest EU contribution to the overall effort warranted a substantive 
Report to the House. On this occasion, however, we judge that the present unhappy 
state of EU-Russian relations, which we considered in our previous Report,21 and the 
linkage with the Kosovo Status Process negotiations — in both of which major EU 
interests are engaged — warrant a substantive Report. We should be grateful, therefore, 
if and when it is proposed to extend or amend the Joint Action at the end of this latest 
extension, the Minister fully explains the then situation and covers these wider factors 
in the overall equation in his next Explanatory Memorandum. 

8.13 In the meantime, we clear the document. 

 
21 (26607) 8799/05: see HC 41-xxv (2006-07), para 9 (13 June 2007). 
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9  Chemical Weapons 

(28691)  
— 
—  

Common Position to support the Organisation for the Prohibition of 
Chemical Weapons under the EU strategy against the proliferation of 
Weapons of Mass Destruction 

 
Legal base Article 15 EU; unanimity 
Department Foreign and Commonwealth Office  
Basis of consideration EM of 13 June 2007 
Previous Committee Report None; but see (28303) HC 41–viii (2006–07), para 9 

(30 January 2007) and (26080) HC 42–xxxvi (2003–
04), para 15 (10 November 2004) 

To be discussed in Council 28 June 2007 Environment Council  
Committee’s assessment Politically important 
Committee’s decision Cleared, but further information requested  

Background 

9.1 The Chemical Weapons Convention (CWC) bans the development, production, 
stockpiling, transfer and use of chemical weapons and requires their destruction. It entered 
into force on 29 April 1997. It is the first multilateral disarmament agreement which aims 
to ban an entire category of Weapons of Mass Destruction (WMD) in a verifiable manner. 
The Organisation for the Prohibition of Chemical Weapons (OPCW) oversees the 
implementation of the CWC. 

9.2 On 17 November 2003 the European Council adopted Common Position 
2003/805/CFSP on the universalisation and reinforcement of multilateral agreements in 
the field of non-proliferation of WMD and means of delivery. The CWC was included as 
one such multilateral agreement.  

9.3 On 12 December 2003 the European Council adopted an EU Strategy against the 
Proliferation of WMD. In this the EU agreed to reinforce the WMD Conventions 
including the CWC. 

9.4 On 10 November 2004, we cleared the first Joint Action in support of the OPCW. This 
enabled the EU to support the OPCW in relation to the EU WMD Non-Proliferation 
Strategy. The focus is on capacity-building among National Authorities so as to enable 
them to implement the CWC and to engage in the peaceful application of chemistry.  

— promotion of the CWC by carrying out activities, including regional and sub-
regional workshops and seminars, aiming at increasing the membership of the 
OPCW and offering opportunities for the OPCW to establish/develop contacts with 
national representatives and to highlight the advantages and benefits of adhering to 
the CWC, as well as associated obligations. Assistance and technical support would 
also be provided on specific issues relevant to the preparation for accession to the 
Convention. 
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— the provision of sustained technical support to States Parties that request it for the 
establishment and effective functioning of National Authorities and the enactment 
of national implementing legislation as foreseen in the CWC. This would include 
assistance visits on legal and technical aspects to respond to specific needs of 
requesting State Parties who are yet to fulfil their obligations, to be provided by 
experts/resources from the OPCW staff with the inclusion of EU experts as 
necessary. 

— international cooperation in the field of chemical activities through the exchange of 
scientific and technical information, chemicals and equipment for purposes not 
prohibited under the CWC, in order to contribute to the development of the States 
Parties’ capacities to implement the CWC. The EU contribution would focus on the 
building of capacities of National Authorities so as to enable them to implement the 
CWC and to engage in the peaceful application of chemistry. 

9.5 The estimated cost of the proposed projects was €1,841,000, funded from the CFSP 
Budget.22 

9.6 The duration was 12 months, with the intention of annual renewal. We cleared its 
renewal on 16 November 2005. 

9.7 On 30 January 2007 we cleared a third Joint Action which, in addition to the ongoing 
activities, aimed at providing and facilitating: 

— assistance and protection against chemical weapons by increasing the 
Organisation’s abilities to mobilise and coordinate international assistance 
(technical visits to States Parties and training aimed at first responders involved in 
the field and development of emergency response to use of chemical weapons). A 
particular focus will be the North African region where currently no protective 
capacity against chemical weapons exists; 

— the updating of the scheduled chemicals database for verification purposes to 
improve the identification of chemicals and facilities for declaration purposes; 

— an Industry and Protection Forum in the framework of the OPCW Tenth 
Anniversary and the entry into force of the CWC, aimed at building synergies and 
strengthening the collaborative framework between the chemical industry and the 
Organisation and National Authorities; and 

— support to visits to CW Destruction Facilities and/or construction sites in the US 
and Russia, by Executive Council members who would otherwise be unable to 
participate, aimed at the consideration of progress and efforts made towards 
meeting the extended destruction deadlines. 

9.8 Funds will continue to be provided from the CFSP budget: an estimated cost of 
€1,744,700 (£1,178,851), with the cost to UK (currently contributing approximately 18% 
into the CFSP budget) of €314,046 (£212,193). 

 
22 See HC 42–xxxvi (2003–04), para 15 (10 November 2004). 
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9.9 At that time, the Minister for Europe at the Foreign and Commonwealth Office (Mr 
Geoffrey Hoon) said that he believed that the EU’s funding had contributed to the growth 
in CWC membership — in November 2004, before adoption of the first Joint Action, there 
were 164 States Party; now there were 181 States — but that, while there had also been a 
concerted effort to bring States up to par in their national implementation of the 
obligations under the Convention and progress made, the OPCW Director-General had 
noted that more needed to be done.23 

The Common Position  

9.10 In his 13 June 2007 Explanatory Memorandum, the Minister for Europe at the 
Foreign and Commonwealth Office (Mr Geoffrey Hoon) says that the purpose of this 
Common Position is to strengthen the CWC and the OPCW by seeking a successful 
outcome of the Second Review Conference: “It will task the EU to promote compliance 
with the Convention, including the timely destruction of all chemical weapons, and by 
enhancing its verification regime and striving for Universality”.  

9.11 The unofficial text of the Common Position says that as well as contributing to a full 
review of the operation of the CWC and helping build a consensus for a successful 
outcome of the Second Review Conference, with issues to be promoted including: 

— reaffirming the comprehensive nature of the prohibition of chemical weapons as 
laid down in the so-called “General Purpose Criterion”; 

— underlining the obligation of States Parties to reflect the “General Purpose 
Criterion” in their national implementation legislation and administrative 
enforcement practice; 

— reconfirming that the Convention’s prohibitions apply to any toxic chemical, except 
where such a chemical is intended for purposes not prohibited by the Convention 
and as long as the types and quantities are consistent with such purposes, thus 
taking into account developments in science and technology since the First Review 
Conference; 

— emphasising the obligation of States Parties to declare riot control agents; 

— assessing progress in the destruction of chemical weapons; 

— reaffirming the obligation of CW possessor states to destroy their CW within the 
deadlines of the CWC and urging possessor states to overcome delays in 
destruction;  

— underlining the importance of systematic verification through continuous on-site 
inspection of CW destruction; 

— further strengthening the verification regime with regard to activities not prohibited 
under the Convention, through continued awareness-raising of the Convention’s 
prohibitions throughout Government, industry, academia and non-governmental 

 
23 See HC 41–viii (2006–07), para 9 (30 January 2007). 
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organisations and emphasising the need to increase the number of inspections in 
so-called “Other Chemical Production Facilities”;  

— implementation of the provisions of the Convention on consultations, cooperation 
and fact-finding, in particular stressing the legal right of States Parties to request a 
challenge inspection without prior consultation, and encouraging the use of the 
mechanism as a matter of course where appropriate; 

— development of tailored strategies on achieving the universality of the CWC, in 
particular with regard to the Middle East, including regional workshops in the areas 
concerned; 

— offering assistance to States Parties in need, as exemplified by the Joint Actions; 

— strengthening national export controls which are required to prevent the 
acquisition of Chemical Weapons; and 

— beginning work to ensure that, following the completion of the destruction of all 
chemical weapons, the OPCW is well-placed to focus on its remaining activities, in 
particular its non-proliferation role. 

9.12 To these ends, Member States will agree: 

— proposals on substantive issues for submission on behalf of the European Union for 
consideration by States Parties to the Convention in the preparation phase and at 
the Second Review Conference, and then promote them; 

— where appropriate, approaches by the Presidency, pursuant to Article 18 EU, with a 
view to promoting universal accession and effective national implementation, and 
urging States Parties to support and participate in an effective and complete review 
of the CWC; and 

— Presidency statements in the run up to, and during, the Second Review Conference. 

The Government’s view  

9.13  The Minister says that countering WMD proliferation and making the world safer 
from global terrorism remain an important international strategic priority for the FCO and 
a key priority for the UK; this includes the aim of strengthening the CWC and supporting 
the aims of the OPC. He describes the UK position as “working towards a successful 
outcome from the Second Review Conference of the Chemical Weapons Convention, one 
that builds on the successful framework established by the First Review Conference”. He 
welcomes this Common Position “as it sets out EU priorities for the Second Review 
Conference which are consistent with our own” and says that “along with partners, we 
believe that adoption of this Common Position will encourage States Party to engage and 
help focus efforts to achieve consensus during the preparatory process and during the 
Conference itself”. 
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Conclusion  

9.14  We have no questions to put to the Minister, and clear the document.  

9.15 We note that the Conference is due to be held from 7–18 April 2008. We should 
accordingly be grateful if the Minister would write to us as soon as possible thereafter 
with his assessment of what the Review Conference achieved, how the Common 
Position contributed to it, what the major continuing challenges then are and how he 
thinks that the UK and EU can best contribute to tackling them. 

9.16 In view of the importance of the subject, we considered a short Report to the 
House appropriate. 

 
 
 

10  Controls on the use of flavourings in foodstuffs 

(27752) 
12182/06 
+ ADDs 1–2 
COM(06) 427 

Draft Regulation on flavourings and certain food ingredients with 
flavouring properties for use in and on foods and amending Council 
Regulation (EEC) No 1576/89, Council Regulation (EEC) No 1601/91. 
Regulation (EC) No 2232/96 and Directive 2000/13/EC 

 
Legal base Article 95C; co-decision; QMV 
Department Food Standards Agency 
Basis of consideration SEM of 14 June 2007 
Previous Committee Report HC 34–xxxvii (2005–06), para 16 (11 October 2006) 
To be discussed in Council No date set 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

10.1 Council Directive 88/388/EEC provides definitions for flavourings and related 
substances; restricts the addition to, and presence of, certain other substances in them; and 
sets out labelling rules. The Commission considers that the Directive needs to be 
substantially amended to clarify its scope, and to take into account relevant technological 
and scientific developments as well as the adoption of more recent Community legislation 
on food law, and it therefore put forward in July 2006 the current document.  

10.2 This would repeal the earlier legislation in this area, and introduce general criteria and 
safety requirements for the use of flavourings; establish Community procedures for their 
evaluation, and for the authorisation of their use in or on foods; introduce new labelling 
provisions and provisions governing the liability of food business operators; establish 
maximum levels for certain undesirable substances in flavourings; refine existing 
definitions of flavourings to allow the inclusion of those produced by new technologies, 
and introduce two new categories; specify the processes by which natural flavouring 
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substances and preparations are obtained; and require new food flavourings which are 
produced from a genetically modified organism (GMO) to first be evaluated under 
Regulation (EC) No 1829/2003 on GM food and feed. In the process, the document would 
extend the scope of existing legislation to include not only flavourings, but also foods 
which contain both flavourings and food ingredients with flavouring properties; amend the 
labelling provisions to specify more clearly the source of preparations which may be 
described as “natural”; and clarify the definition of flavouring substances.24  

10.3  In our Report of 11 October 2006, we noted that the Government welcomed the 
proposal as maintaining (and, in some cases, increasing) consumer protection, and 
allowing UK manufacturers to benefit from increased trade as a result of harmonisation. 
We also commented that this was a complex and highly technical area, which made it 
difficult to identify the precise implications of what had been proposed, but that much of 
the document essentially updated and clarified the existing Community legislation. 
However, we decided at that stage simply to report the proposal to the House, and to 
consider it further when the results of the consultation exercise being undertaken by the 
Government were known. 

Supplementary Explanatory Memorandum of 14 June 2007 

10.4 We have now received from the Minister of State for Public Health at the Department 
of Health (Caroline Flint) a Supplementary Explanatory Memorandum and Regulatory 
Impact Assessment of 14 June 2006 reporting on the outcome of the Government’s 
consultation. She says that both consumer and industry organisations are broadly content 
with the proposal, subject to further consideration being given to two aspects of it.  

10.5 First, the proposal provides that, for a product to be labelled as (for example) “natural 
strawberry flavour”, at least 90% of the flavour must come from strawberries. Consumer 
organisations believe that this should be increased to 98%, whereas industry point out that 
this would give rise to significant costs: the Government says that there is at present no 
consensus among Member States on this, but that, it would support the higher figure, 
subject to a suitable transitional period being agreed.  

10.6 The second point arises from the concerns expressed by industry about the proposal 
that limits should continue to be set for biologically active principles (BAPs) in compound 
foods stemming from the use of herbs and spices. BAPs arise naturally in some (but not all) 
herbs and spices and are thus not contaminants, and indeed contribute to the characteristic 
flavour of a particular herb or spice. However, there is a need to retain some control over 
the level of BAPs because of the toxicological properties of isolated substances. The current 
proposal would therefore amend the present arrangement (which applies to all food and 
drink, but which has been enforced in a haphazard manner), and would set limits only for 
those categories which give rise to the greatest consumer exposure from a particular BAP. 
The Government says that a majority of Member States are opposed to the total exclusion 

 
24 At present, these are “natural” (those obtained from material of vegetable animal origin), “natural identical” (those 

chemically synthesized but otherwise identical), and “artificial” (those chemically synthesized, but not chemically 
identical). The proposal would restrict use of the description “natural” to flavourings which are exclusively obtained 
from natural sources, and it would also introduce a new category (“Other flavourings”). 
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of herbs and spices from the proposal, but that the UK is exploring the possibility of a 
derogation for foods prepared and served in restaurants. 

Conclusion 

10.7 We have noted that these proposals are generally supported by the industry and 
consumer organisations, as well as the line which the UK is taking on the two 
outstanding areas. In the light of this further information, we are now clearing the 
document. 

 
 
 

11  Audit 

(28676) 
10336/07  
+ ADD1 
COM(07) 280 

Annual Report to the Discharge Authority on internal audits carried 
out in 2006 

 
Legal base — 
Document originated 30 May 2007 
Deposited in Parliament 6 June 2007 
Department HM Treasury 
Basis of consideration EM of 13 June 2007 
Previous Committee Report None 
To be discussed in Council Not known 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

11.1 The Commission’s Internal Audit Service (IAS) was set up in July 2001 as one of the 
first of the reforms initiated by the then Commissioner, Lord Kinnock. This was put in 
place as an independent service for the European Commission and Directorates-General 
were also given small internal audit units, supervised by the IAS and known as Internal 
Audit Capabilities (IACs). The IAS is required by the Financial Regulation, Regulation 
(EC, Euratom) No 1605/2002 as amended by Regulation (EC, Euratom) No 1995/2006, to 
submit an annual report to the Discharge Authority (the European Parliament and the 
Council).  

The document 

11.2 This Report covers the 37 audits and reviews carried out in 2006 by the IAS. The 
document summarises these and the findings made. Details of the objectives and scope of 
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each audit, and statistics showing the number of recommendations accepted by those 
audited are in an accompanying Staff Working Document. 

11.3 The Report, after a short introduction, first discusses the working environment for 
internal audit, developments in the internal audit process, implementation of the 2006 IAS 
audit plan and the responses of those audited to IAS recommendations. The second 
substantive section of the Report summarises the IAS’s findings under six headings 

11.4 In relation to Quality review of all IACs the IAS assessed conformity of the 32 IACs 
with the auditing standards of the Institute of Internal Auditors. Eleven were found to be 
generally compliant; 17 were partially compliant. 30 IACs complied with the Institute’s 
code of ethics. The IAS concluded that there was a clear need for a common definition of 
the audit universe, risk assessment and coordinated audit planning. 

11.5 Under Governance, planning and organisation the IAS: 

• examined the Commission’s monitoring of Community law and proposed the 
introduction of a risk-based plan for the transposition of Directives, including a 
more systematic approach to verification of Member States’ implementing 
measures and better prioritisation and time monitoring; 

• audited the effectiveness and efficiency of the strategic planning and 
programming/activity-based management process in five Directorates-General and 
considered that further progress was needed to enable them to take ownership of 
the process and maximise benefits for internal management; and 

• on the basis of its audit of IT management and systems in four Directorates-
General, made recommendations on physical security, disaster recovery, project 
management, monitoring the performance of contractors and the protection of 
personal data. 

11.6 As for Management of EU funds the IAS: 

• examined how the Commission verifies Member States’ control systems for the 
Structural Funds and recommended improvements in reporting requirements, 
establishing a common audit strategy, better coordination, improved compliance 
with audit standards and clearer disclosure of findings in Annual Activity Reports; 

• audited the Financial and Administrative Framework Agreement with the UN and 
identified a risk (which it has been invited to quantify) of Community funds being 
mis-spent; and 

• following its audit of the compliance, efficiency and effectiveness of ex-post 
controls on research activities, recommended that the objectives and strategy of 
these controls should be better defined. 

11.7 In relation to Human Resources Management IAS reviews covered planning, 
recruitment and selection, mobility, underperformance and absenteeism. The IAS made a 
number of recommendations, including: 
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• the need for a greater coordinating and monitoring role for human resources 
management; 

• the need for integration of human resources management into the Commission’s 
strategic planning/management process; and  

• more practical suggestions such as the development of indicators and targets. 

11.8 The IAS says it considered the implementation of the Commission’s new Accruals-
based Accounting System and carried out a specific audit on its implementation in the 
Directorate-General for Education and Culture (DG EAC). It concluded that DG EAC’s 
systems appeared inadequate to ensure the completeness, accuracy and reliability of the 
accounting data and that that the year-end accounting entries did not give a true and fair 
view of the Directorate-General’s financial position. 

11.9 Finally, on Follow-up, the IAS reports that significant delays still existed in the 
implementation of its recommendations and that this had prevented some follow-up 
audits being carried out. 

11.10 In a concluding section of the Report the IAS draws the following five conclusions: 

• Continue improvement efforts — although there have been clear improvements in 
the Commission’s internal control systems, there is scope for further improvement 
in the areas of ex-post controls, IT, implementation of the new accounting rules 
and contract management; 

• Follow-up, a recurring issue — greater effort must be made to ensure systematic 
and swift follow-up of audit recommendations; 

• Integrated Human Resources Strategy — DG ADMIN (the central service in charge 
of human resources management) should develop an integrated human resources 
strategy for the Commission; 

• Improve the efficiency and robustness of internal audit architecture — 
Professionalism should be improved and the recently-introduced coordinated 
planning process should be solidly embedded to improve the overall efficiency of 
internal audit work in the Commission; and 

• Annual Governance Statement — The Commission should describe (in the annual 
synthesis report summarising the Annual Activity Reports) its governance policy 
and practice, including its risk management system, strategic planning, code of 
ethics, internal control systems, internal audit and the roles of the Accountant and 
the Audit Progress Committee. 

The Government’s view 

11.11 The Economic Secretary to the Treasury (Ed Balls) says that: 

• the Government thinks this report provides a useful summary of the work of the 
Commission’s Internal Audit Service and shows that the service has an important 
role to play in improving the Commission’s governance and internal control; 
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• the report raises some concerns such as the slow rate of implementation of IAS 
recommendations. If the Commission wishes to demonstrate that it takes the issues 
of reform and improvement seriously it must take action to improve this; and 

• in relation to the specific concern about the reliability of DG EAC’s accounting 
data, the Government will seek evidence of improvements during the Council’s 
Budget Committee’s discussions on the next report of the European Court of 
Auditors. 

Conclusion 

11.12 Effective management of the Community’s financial and other resources is vitally 
important both intrinsically and to the citizen’s perception of the Community. This 
document, which we clear, gives some hope that efforts to improve the Commission’s 
financial and more general management are making progress. We will be further 
encouraged when we see consistently better results being recorded by the European 
Court of Auditors. 

 
 
 

12  The eurozone 

(a) 
(28640) 
9689/07  
+ ADD1 
COM(07) 255 
 
(b) 
(28641) 
9693/07 
COM(07) 256 
 
(c) 
(28642) 
9695/07 
COM(07) 257 
 
(d) 
(28643) 
9696/07  
+ ADD1 
COM(07) 258 
 
(e) 
(28644) 
9697/07 
COM(07) 259 

 
Commission Report: Convergence Report 2007 on Cyprus 
(prepared in accordance with Article 122(2) of the Treaty at the 
request of Cyprus) 
 
 
 
Draft Decision in accordance with Article 122(2) of the Treaty on 
the adoption by Cyprus of the single currency on 1 January 2008 
 
 
 
Draft Regulation amending Regulation (EC) No 974/98 as regards 
the introduction of the euro in Cyprus 
 
 
 
Commission Report: Convergence Report 2007 on Malta (prepared 
in accordance with Article 122(2) of the Treaty at the request of 
Malta) 
 
 
 
Draft Decision in accordance with Article 122(2) of the Treaty on 
the adoption by Malta of the single currency on 1 January 2008 
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(f) 
(28645) 
9699/07 
COM(07) 260 
 
(g) 
(28689) 
— 
— 

 
Draft Regulation amending Regulation (EC) No 974/98 as regards 
the introduction of the euro in Malta 
 
 
 
European Central Bank: Convergence Report, May 2007 

 
Legal base (a), (d) and (g) — 

(b) and (e) Article 122(2) EC; consultation; QMV 
(c) and (f) Article 123(5) EC; —; unanimity 

Documents originated (a) — (f) 16 May 2007 
(g) — 

Deposited in Parliament (a) — (f) 24 May 2007 
(g) 13 June 2007 

Department HM Treasury 
Basis of consideration EM of 8 June 2007 
Previous Committee Report None 
To be discussed in Council European Council 21–22 June 2007, ECOFIN Council 

10 July 2007 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

12.1 Member States which have not yet adopted the euro and entered the eurozone are 
referred to in the EC Treaty as “Member States with a derogation”. The Commission and 
the European Central Bank (ECB) are required to produce Convergence Reports at least 
once every two years or at the request of Member States. Such Convergence Reports 
outline the views of the Commission and the ECB on whether Member States have met the 
five Maastricht criteria for adoption of the euro and entry to the eurozone, that is, have 
qualified for abrogation of the derogation: 

• compatibility of national legislation with eurozone requirements; 

• price stability, assessed by observation of a 12-month average inflation rate no 
more than 1.5 percentage points above the average of the three best performing 
Member States and of the medium term prospects for inflation; 

• participation in the exchange rate system of the European Monetary System, that is 
respecting normal fluctuation margins without severe tensions and not devaluing 
against other Member States, both for the preceding two years; 

• sustainability of the government budgetary position, assessed against excessive 
deficit criteria; and 
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• an average long-term interest rate not exceeding by more than 2 percentage points 
that of the three best performing Member States in terms of price stability. 

12.2 In February 2007 both Cyprus and Malta asked the Commission and the ECB to 
prepare Convergence Reports on their readiness for adoption of the euro and entry to the 
eurozone for submission to the Council. 

The documents 

12.3 Document (a) is the Commission Convergence report requested by Cyprus, 
document (d) that requested by Malta and document (g) the ECB Convergence Report 
covering both Member States. The Commission documents are each accompanied by a 
detailed staff working document. Both the Commission and the ECB conclude that Cyprus 
and Malta do now meet the Maastricht criteria25 and recommend that their derogations be 
abrogated. 

12.4 Documents (b) and (e) are draft Decisions which respectively declare that Cyprus and 
Malta fulfil “the necessary conditions for the adoption of the single currency” and abrogate 
their derogations with effect from 1 January 2008. 

12.5 Documents (c) and (f) are draft Regulations to amend legislation governing 
introduction of the euro, that is Council Regulation (EC) No 974/98 as amended, so as to 
cover Cyprus and Malta. The draft Regulations add Cyprus and Malta to the list of 
participating Member States and set a euro adoption date and cash changeover date for 
both of 1 January 2008, with no “phasing-out” period. This latter point reflects that both 
countries plan a “big bang” approach to the changeover, whereby euro notes and coins will 
become legal tender on the same day as the introduction of the euro as a currency. This 
follows the recent example of Slovenia rather than that of the eleven Member States which 
adopted the euro on 1 January 1999 and Greece which adopted the euro on 1 January 2001, 
all of whom did not introduce euro cash until 1 January 2002. 

The Government’s view 

12.6 The Economic Secretary to the Treasury (Ed Balls) says that these documents have no 
direct policy implications for the UK. He says they have been welcomed by the ECOFIN 
Council and will be discussed by Heads of State and Government at the European Council 
on 21–22 June 2007 and that it is expected that the ECOFIN Council will take the final 
decision on 10 July 2007 on both Member States joining the eurozone on 1 January 2008. 

Conclusion 

12.7 These documents represent another stage in achieving the Community ambition 
to extend the single currency to all Member States. Although we clear them we draw 
them to the attention of Members because of their intrinsic interest. 

 

 
25 Subject to Malta’s excessive deficit procedure being ended, which was done in a Council Decision of 5 June 2007: see 

9895/07, http://register.consilium.europa.eu/pdf/en/07/st09/st09895.en07.pdf . 
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13  Funds for the management of migration  

(27541) 
9930/06 
COM(05) 123 

Draft Decision establishing the European Fund for the Integration of 
third-country nationals for the period 2007–13 as part of the General 
programme “Solidarity and Management of Migration Flows” 

 
Legal base Article 63(3)(a) EC; consultation; unanimity 
Department Home Office 
Basis of consideration Minister’s letter of 14 June 2007  
Previous Committee Report HC 34–xxxii (2005–06), para 8 (21 June 2006) and  

HC 41–xxiii (2006–07), para 21 (6 June 2007) 
To be discussed in Council 28 June 2007  
Committee’s assessment Politically important 
Committee’s decision Cleared  

Background 

13.1 In July 2005, and again on 21 June 2006 and 6 June 2007 we considered a draft 
Decision to modify and extend to 2013 the existing European Refugee Fund, which 
provides financial support for Member States in respect of their care for refugees or 
protected persons or who have applied for such status.  

13.2 We also considered draft Decisions to create three new Funds, namely the External 
Borders Fund, the European Fund for the Integration of third country nationals, and the 
European Return Fund. We noted that the Government intended to opt into the draft 
Decisions on the proposed Integration and Return Funds, but would be precluded from 
opting into the External Borders Fund Decision because it does not take part in the 
provisions of the Schengen acquis about the management of the external borders.26 

13.3 At our meeting on 6 June 2007, we noted that the Decisions on the European Refugee 
Fund and the Return Fund were adopted by the Council by qualified majority voting at its 
meeting on 7–8 May. The Government voted against their adoption because the 
documents were still under scrutiny. The same Council adopted the Decision to establish 
the External Borders Fund.27 We formally cleared the Refugee Fund, Return Fund and 
External Borders Fund Decisions from scrutiny. We held the draft Decision on the 
Integration Fund under scrutiny pending a further explanation from the Minister as to 
whether there was a sufficient legal basis for the proposed fund. 

 
26 The main aim of the Schengen Convention of 1990 was to abolish checks at the borders between the original 

signatories (France, Germany and the Benelux countries) while strengthening control of the external borders of the 
Schengen area. Subsequently, a large number of “flanking” measures were adopted on, for example, police 
cooperation in cross-border surveillance, and a common format for visas. The collective name for the Convention 
and subsequent agreements is “the Schengen acquis”. The UK and Ireland are not part of the Schengen area but 
participate in some of the provisions of the acquis, such as those on police and judicial cooperation and on narcotic 
drugs. 

27 The Government took no part in the adoption of this Decision, because the UK does not part in the relevant 
provisions of the Schengen acquis, and is therefore excluded. 



European Scrutiny Committee, 26th Report, Session 2006–07    51 
 

 

The Minister’s reply  

13.4 In his letter of 14 June 2007 the Minister of State at the Home Office (Liam Byrne) 
addresses our concerns over the question of the legal base. The Minister explains that the 
proposal for the Integration Fund is based on Article 63(3)(a) EC, which covers measures 
on immigration policy within the areas of conditions of entry and residence, and standards 
on procedures for the issue by Member States of long-term visas and residence permits, 
including those for the purpose of family reunion. 

13.5 The Minister tells us that there were initial concerns about the legal base, since there is 
no provision in Title IV EC which explicitly covers integration. The Minister explains, 
however, that these concerns have been addressed by a narrowing of the scope of activities 
which are eligible under the Fund, and that the Fund is now to concentrate on integration-
related admissions procedures for third country nationals and on programmes and 
activities for newly-arrived third country nationals. The Minister states that the 
Government considers that such measures fall within the scope of Article 63(3)(a) and 
could include, by way of example, pre-entry language testing projects. 

13.6 The Minister adds that the Government also considers that the legal base is acceptable, 
given the complementary nature of the Integration Fund in relation to the other proposed 
funds forming part of the “Solidarity and Management of Migration Flows” programme. 

Conclusion  

13.7 We are grateful to the Minister for the more detailed exposition of the legal base 
question in his letter.  

13.8 We note that the scope of the Fund has been narrowed to admissions procedures 
and the integration process for newly-arrived third country nationals. We accept that 
these are capable of being matters of immigration policy and that a case can be made 
out for these activities to fall within the scope of Article 63(3)(a)EC to the extent that it 
can be said that they concern conditions of entry and residence for third country 
nationals. The Minister’s example of pre-entry language testing projects is, in our view, 
a good example of a project which would relate to conditions of entry and residence. 

13.9 In the light of this further explanation we are content to clear the document from 
scrutiny. 
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14  European Defence Agency 

(28634) 
— 
— 

Report by the Head of the European Defence Agency to the Council 

 
Legal base —  
Department Defence 
Basis of consideration EM of 23 May 2007 and Minister’s letter of 22 May 

2007  
Previous Committee Report None; but see (25696): HC42–xxii (2003–04), para 4 

(9 June 2004) and (25035): HC 63–xxxviii (2002–03), 
para 18 (19 November 2003) 

Discussed in Council 14 May 2007 GAERC 
Committee’s assessment Politically important  
Committee’s decision Cleared 

Background 

14.1 The Thessaloniki European Council in June 2003 tasked the Council with creating an 
intergovernmental agency to develop defence capabilities for crisis management, to 
promote and enhance European cooperation on armaments, to strengthen the European 
defence industrial and technological base and to create a competitive defence equipment 
market. It should also promote research aimed at “leadership in strategic technologies for 
future defence and security capabilities, thereby strengthening Europe’s industrial potential 
in this domain”.28 

Previous consideration 

14.2 Our predecessors considered the European Defence Agency on several occasions, 
finally recommending the Joint Action establishing it for debate in the European Standing 
Committee B in June 2004.29 That debate took place on 22 June 2004. The EDA was 
formally established in July 2004.30  

14.3 The establishing Joint Action spells out:  

• how the Agency will perform its four key tasks — capabilities, armaments, defence 
industrial issues, and research; 

• staffing and organisational structure, including its relationship with existing 
European Security and Defence Policy (ESDP) bodies. The Agency would be 

 
28 Presidency Conclusions — Thessaloniki, 19 and 20 June 2003, paragraph 65 (SN 200/03). 

29 (25696): HC42–xxii (2003–04), para 4 (9 June 2004). 

30 Joint action to set up a European Defence Agency (EDA), adopted by the Council on 12 July 2004. 
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headed by the Council Secretary General (and High Representative for Common 
Foreign and Security Policy), Javier Solana; 

• budgetary and financial rules;  

• arrangements for the establishment of ad hoc projects and budgets; and 

• the EDA’s relations with the European Commission, third states and organisations 
and entities; like the Institute for Security Studies and the Satellite Centre — the 
other two bodies set up to support the Common Foreign and Security Policy — the 
Agency has its own legal personality, independent of the Council Secretariat. 

14.4 At that time, the then Secretary of State for Defence (Mr Geoffrey Hoon) said that the 
UK had contributed extensively to shaping the project and its implementation, and that the 
Agency would play a key role in rationalising and harmonising capability requirements 
under the EU capabilities development process, and linking those directly to industrial and 
research efforts, which help improve the military effectiveness of both ESDP and NATO. 

14.5 He further explained that the Agency would be directed by a Steering Board of 
national Defence Ministers, as the individuals with the political authority, policy expertise 
and financial means to ensure that Agency recommendations were implemented by 
national governments. The Steering Board would act under the authority of the Council, 
which would issue guidelines and decisions by unanimity. Most subsequent decisions 
would be taken by qualified majority voting, to prevent policy recommendations being 
held hostage to specific national concerns, although any Member State would be able to 
block a recommendation detrimental to key national interests. Projects would be identified 
and financed on an opt-in or opt-out basis, preserving the right to participate or not 
according to the UK’s national interest in each particular case.  

14.6 He added that the Government attached great importance to the Agency working 
effectively with NATO, under the overall framework of cooperation and consultation 
between the EU and NATO. The Government also fully supported the establishment of 
such relations between the Agency and third states that would enable them to take part in 
ad hoc projects and in substantial consultations, including the gradual integration of the 
activities of the Western European Armament Group (WEAG) and Western European 
Armament Organisation (WEAO) into the Agency. 

14.7 In the Standing Committee debate, he noted that the agency would deal with future 
capabilities, saying that, for the benefit of NATO as much as for the benefit of the 
European Union, it was necessary to identify what kinds of military capabilities European 
nations would require in the sort of conflicts and operations in which the EU would 
engage. He argued that the European Union nations needed to work together to develop 
such future capabilities, or fall further behind the US; and that the development by the 
European nations of the right sort of military capabilities to allow them to participate in the 
sort of conflicts that Europe might face, was as vital to the US as it was to the EU. He went 
on to say that it was also vital for the Agency’s work to be coherent and compatible with 
similar initiatives in NATO, which would be facilitated by the fact that most of the EDA 
Defence Ministers would also be sitting as part of the North Atlantic Council in NATO, 
noting that those Defence Ministers had only one defence budget and would want to 
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ensure that whatever spending they made was “absolutely coherent as to their obligations 
to NATO and the EU”.31  

14.8 Since then, our attention has been devoted to a related Commission enterprise on the 
European Defence Equipment Market — its Interpretative Communication on the 
application of article 296 of the Treaty in the field of defence procurement — most recently 
at our meeting on 21 February 2007.32 This stems from the Commission’s Green Paper 
13177/04 of 23 September 2004 on Defence Procurement, which in turn followed its May 
2003 Communication 8484/03, “European Defence — Industrial and market issues — 
towards an EU defence policy”, the aim of which was to improve the EU regulatory 
framework so as to promote a robust, internationally competitive “Defence and 
Technological Industrial Base”. The Committee cleared this on 4 June 2003, noting that the 
Government remained committed to promoting a non-interventionist model and to 
overcoming the obstacles to effective market access overseas.33  

14.9 The most immediate tie-in is with the EDA Code of Conduct on Defence 
Procurement. This was agreed on 21 November 2005; according to its website, the EDA’s 
24 participating Member States (pMS) agreed on the need for decisive progress towards 
creation of an internationally competitive European Defence Equipment Market, as a key 
means to strengthen the European Defence Technological and Industrial Base and, 
recognising that a significant proportion of their defence procurement takes place outside 
EU internal market rules, on the basis of Article 296 EC decided “without prejudice to their 
rights and obligations under the Treaties, to establish a voluntary, non-binding 
intergovernmental regime aimed at encouraging application of competition in this 
segment of Defence procurement, on a reciprocal basis between those subscribing to the 
regime”.34  

14.10 So far as the EDA is concerned, we have continued to receive regular reports from 
successive Defence Secretaries and Ministers as part of the Government’s agreement — in 
responding to the House of Lords Select Committee on the European Union special report 
on the EDA — that it would deposit the Agency reports to the Council referred to in 
Article 4 of the EDA Joint Action: its May report on activities during the previous and 
current year and its November report on current year activity and “draft elements” of the 
work programme and budgets for the following year; and the Council’s annual guidelines 
to the Agency that set the framework for its work programme. They have also taken to 
writing ahead of and after EDA Steering Board meetings, setting the scene and reporting 
the outcome of each Steering Board meeting. 

The Minister’s letter and Explanatory Memorandum 

14.11 The letter of 22 May and Explanatory Memorandum from the Minister for Defence 
Equipment and Support (Lord Drayson) deals with the Head of the Agency’s progress 

 
31 Stg Co Deb. European Standing Committee B, 22 June 2004, cols 21– 22. 

32 (28212) 6223/07: HC41–x (2006–07) para 9 (21 February 2007). 

33 (24451) 8484/03: HC63–xxiii (2002–03), para 22 (4 June 2003). 

34 For full details, see http://www.eda.europa.eu/genericitem.aspx?area=Organisation&id=153.  



European Scrutiny Committee, 26th Report, Session 2006–07    55 
 

 

report on the Agency’s major initiatives, which he says was noted by the “defence 
ministers” GAERC on 14 May. Key areas touched upon include: 

— the development of long-term strategies, including the Capability Development 
Plan and the European Defence Industrial and Technological Strategy ; 

— initiatives launched in 2006, including the Joint Investment Programme on Force 
Protection and the Code of Conduct on Defence Procurement; and 

— progress on specific project activities, such as the development of a new approach to 
strengthen European capabilities in the field of Unmanned Aerial Vehicles (UAVs). 

 The Government’s view 

14.12  The Minister says that the Capability Development Plan (CDP) follows on from the 
work on setting a Long Term Vision (LTV) for European Defence Capability and capacity 
needs, “which seeks to provide a context within which to shape nearer-term industrial, 
technological and investment decisions”. He says that “the UK is actively involved in this 
work and we are seeking to establish how we can support some of the key work strands 
involved” and “feels this is important work which has the potential to provide the necessary 
link between the EU planning process and long term capability work conducted in the 
EDA”. 

14.13 He says that the UK has endorsed work on a European Defence Technological and 
Industrial Base (EDTIB) Strategy, which he sees as an important element of the Agency’s 
ongoing work to develop a rationalised, more efficient and responsive EDTIB. “The UK 
noted the requirement to encourage European defence industry to realign to meet 
changing capability requirements”. 

14.14 He regards the European Defence R&T Strategy as “consistent with the UK’s work on 
our own Defence Technology Strategy. The UK is leading this work, on behalf of the 
Agency, with some of our other European partners, which should produce some initial 
results over the summer”. 

14.15 Explaining that the Joint Investment Programme on Force Protection is “a project for 
a range of protective measures for soldiers on the ground including physical, electronic, 
weapons and training”, he says that, with work already underway in all the technical areas 
described, the UK has consequently declined to participate. He nonetheless looks forward 
to monitoring the progress of the project “as an example of a new method of undertaking 
European defence R&T collaboration”. 

14.16 He says that “the UK has been very supportive of the EDA work on the European 
Defence Equipment Market (EDEM)”, signing the Code of Conduct on Defence 
Procurement in June 2006 and utilising the Electronic Bulletin Board (EBB) mechanism, 
and supporting the EDA in their launch of the second phase of the EBB that enables 
industry to advertise subcontractor opportunities across Europe. 

14.17 Finally, he says that the Steering Board supported a proposal on Unmanned Aerial 
Vehicles (UAVs) for a combined effort between the Commission, the EDA and industry to 
produce a study into the issues surrounding UAVs flying in regulated airspace alongside 
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manned commercial aircraft. He says that the Government shares the objective of allowing 
UAVs to fly in controlled airspace by 2012, welcomes the study as an important step 
forward and sees the EDA as playing a useful role in developing global standards, this being 
an area in which European industry has genuine capability. 

14.18 The Minister notes that the Head of the Agency will submit his next report on 
activities undertaken in 2007 to the Council in November, when the EDA’s 2008–2010 
Financial Framework is also expected to be discussed. From earlier letters from the 
Minister, we are aware that this is an issue which relates not just to quantum but also to the 
way in which the EDA should operate, with some Member States wishing it to have much 
more than its present, essentially coordinating role. It is perhaps this that Dr Solana has in 
mind when he concludes that the agency is now demonstrating itself to be a highly effective 
instrument, “which will be as productive as we are ambitious for it”. 

Conclusion  

14.19 We have not judged it worthwhile hitherto to bring these various 
Communications to the attention of the House. However, the EDA is now nearly three 
years old; indeed, its establishing Joint Action is due for review by July (though, 
following only three years of operation, the likely initial assessment is that it does not 
require any amendments at this stage). Moreover, while it is by now clearer how it 
would begin its activities, it is by no means clear how it will develop over the longer 
term. As well as needing to settle its medium term financial framework, there will be 
changes to and strengthening of the senior management in the autumn, when the 
contracts of the original chief and deputy chief executives come to an end.  

14.20 Moreover, we note that our colleagues in the Defence Select Committee are 
currently engaged in an inquiry that will examine the role, purpose and relevance of 
NATO in the post-Cold War and post-9/11 world, which as well as considering what 
role NATO should play in the future of UK and European defence, will also look at the 
relationship between NATO and the European Security and Defence Policy and 
NATO’s relationship with the European Union, including how effectively the two 
organisations work together.  

14.21 Given this and their active interest in the UK’s defence industrial base, the role of 
the EDA, the emphasis by Ministers on the importance of coherence with NATO 
activity and the stage the EDA has now reached, we considered that, on this occasion, a 
Report to the House was warranted. 
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15  Documents not raising questions of sufficient legal 
or political importance to warrant a substantive report 
to the House 

Department for Environment, Food and Rural Affairs 

(28661) 
9960/07 
COM(07) 268 

Draft Council Regulation on information provision and promotion 
measures for agricultural products on the internal market and in 
third countries. 

Foreign and Commonwealth Office 

(28680) 
10372/07 
COM(07) 296 

Draft Council Regulation amending Regulation (EC) No.234/2004 
concerning certain restrictive measures in respect of Liberia and 
repealing Regulation (EC) No.1030/2003. 

Home Office 

(28662) 
10089/07 
+ADDs 1-2 
COM(07) 267 

Commission Communication: Towards a general policy on the fight 
against cyber crime. 
 
 

Department of Trade and Industry 

(28655) 
9860/07 
COM(07) 250 

Commission Communication — Report on the experience gained in 
the application of the Regulation (EC) No.1228/2003 "Regulation on 
Cross-Border Exchanges in Electricity". 

(28658) 
9890/07 
+ ADD 1 
COM(07) 253 

Commission Communication — Commission Report on the 
Application of Council Regulation (EC) No.1407/2002 on State Aid to 
the Coal Industry. 

(28678) 
10356/07 
COM(07) 276 

Draft Council Decision concerning the signature and provisional 
application of the Agreement on Scientific and Technical Cooperation 
between the European Community and the State of Israel. 
Draft Council Decision concerning the conclusion of the Agreement 
on Scientific and Technical Cooperation between the European 
Community and the State of Israel. 
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(28679) 
10357/07 
COM(07) 305 

Draft Decision on the signature and provisional application on behalf 
of the European Community and the European Atomic Energy 
Community of the Agreement on Scientific and Technological 
Cooperation between the European Communities and the Swiss 
Confederation. 
Draft Decision on the conclusion on behalf of the European 
Community and the European Atomic Energy Community of the 
Agreement on Scientific and Technological Cooperation between the 
European Communities and the Swiss Confederation. 

HM Treasury 

(28614) 
9311/07  
+ ADD 1 
COM(07) 231 

Commission Communication: Annual statement on the Euro Area 
2007. 
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Formal minutes 

Wednesday 20 June 2007 

Members present: 

Mr Michael Connarty, in the Chair 

Mr David S Borrow 
Jim Dobbin  
Mr Lindsay Hoyle 

 Angus Robertson 
Richard Younger-Ross 

The Committee deliberated. 

Draft Report, proposed by the Chairman, brought up and read. 

Ordered, That the draft Report be read a second time, paragraph by paragraph. 

Paragraphs 1.1 to 15 read and agreed to. 

Resolved, That the Report be the Twenty-sixth Report of the Committee to the House. 

Ordered, That the Chairman do make the Report to the House. 

The Committee further deliberated. 

 

[Adjourned till Wednesday 27 June at 2.30 p.m. 
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Standing order and membership 

The European Scrutiny Committee is appointed under Standing Order No.143 to examine European 
Union documents and— 
 
a) to report its opinion on the legal and political importance of each such document and, where it 

considers appropriate, to report also on the reasons for its opinion and on any matters of 
principle, policy or law which may be affected; 

b) to make recommendations for the further consideration of any such document pursuant to 
Standing Order No. 119 (European Standing Committees); and 

c) to consider any issue arising upon any such document or group of documents, or related matters. 

 
The expression “European Union document” covers — 
 
i) any proposal under the Community Treaties for legislation by the Council or the Council acting 

jointly with the European Parliament; 

ii) any document which is published for submission to the European Council, the Council or the 
European Central Bank; 

iii) any proposal for a common strategy, a joint action or a common position under Title V of the 
Treaty on European Union which is prepared for submission to the Council or to the European 
Council; 

iv) any proposal for a common position, framework decision, decision or a convention under Title VI 
of the Treaty on European Union which is prepared for submission to the Council; 

v) any document (not falling within (ii), (iii) or (iv) above) which is published by one Union 
institution for or with a view to submission to another Union institution and which does not 
relate exclusively to consideration of any proposal for legislation; 

vi) any other document relating to European Union matters deposited in the House by a Minister of 
the Crown. 

 
The Committee’s powers are set out in Standing Order No. 143. 
 
The scrutiny reserve resolution, passed by the House, provides that Ministers should not give 
agreement to EU proposals which have not been cleared by the European Scrutiny Committee, or on 
which, when they have been recommended by the Committee for debate, the House has not yet 
agreed a resolution. The scrutiny reserve resolution is printed with the House’s Standing Orders, 
which are available at www.parliament.uk. 

Current membership 

Michael Connarty MP (Labour, Linlithgow and East Falkirk) (Chairman) 
David S. Borrow MP (Labour, South Ribble) 
William Cash MP (Conservative, Stone) 
James Clappison MP (Conservative, Hertsmere) 
Katy Clark MP (Labour, North Ayrshire and Arran) 
Wayne David MP (Labour, Caerphilly) 
Jim Dobbin MP (Labour, Heywood and Middleton) 
Nia Griffith MP (Labour, Llanelli) 
Greg Hands MP (Conservative, Hammersmith and Fulham) 
David Heathcoat-Amory MP (Conservative, Wells) 
Kelvin Hopkins MP (Labour, Luton North) 
Lindsay Hoyle MP (Labour, Chorley) 
Bob Laxton MP (Labour, Derby North) 
Angus Robertson MP (SNP, Moray) 
Anthony Steen MP (Conservative, Totnes) 
Richard Younger-Ross MP (Liberal Democrat, Teignbridge) 




