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Notes 

Numbering of documents 

Three separate numbering systems are used in this Report for European Union 
documents: 
 

Numbers in brackets are the Committee’s own reference numbers. 
 
Numbers in the form “5467/05” are Council of Ministers reference 
numbers. This system is also used by UK Government Departments, by the 
House of Commons Vote Office and for proceedings in the House. 
 
Numbers preceded by the letters COM or SEC are Commission reference 
numbers. 

 
Where only a Committee number is given, this usually indicates that no official 
text is available and the Government has submitted an “unnumbered 
Explanatory Memorandum” discussing what is likely to be included in the 
document or covering an unofficial text. 

Abbreviations used in the headnotes and footnotes 

EC (in “Legal base”) Treaty establishing the European Community 
EM Explanatory Memorandum (submitted by the Government to the 

Committee) 
EP European Parliament 
EU (in “Legal base”) Treaty on European Union 
GAERC General Affairs and External Relations Council 
JHA Justice and Home Affairs 
OJ Official Journal of the European Communities 
QMV Qualified majority voting 
RIA Regulatory Impact Assessment 
SEM Supplementary Explanatory Memorandum 

Euros 

Where figures in euros have been converted to pounds sterling, this is normally 
at the market rate for the last working day of the previous month. 

Further information 

Documents recommended by the Committee for debate, together with the times 
of forthcoming debates (where known), are listed in the European Union 
Documents list, which is in the House of Commons Vote Bundle on Mondays and 
is also available on the parliamentary website. Documents awaiting 
consideration by the Committee are listed in “Remaining Business”: 
www.parliament.uk/escom. The website also contains the Committee’s Reports. 
 
Letters sent by Ministers to the Committee about documents are available for 
the public to inspect; anyone wishing to do so should contact the staff of the 
Committee (“Contacts” below). 

Contacts 

All correspondence should be addressed to the Clerk of the European Scrutiny 
Committee, House of Commons, 7 Millbank, London SW1P 3JA. The telephone 
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1  Financial management 

(a) 
(28786) 
11724/07  
+ ADDs 1-2 
COM(07) 390 
 
(b) 
(28805) 
— 
— 

 
Commission Report: Protection of the financial interests of the 
Communities: Fight against fraud: annual report 2006 
 
 
 
 
European Anti-Fraud Office Report: Seventh activity report, for the 
period 1 January 2006 to 31 December 2006 

 
Legal base — 
Document originated (a) 6 July 2007 

(b) — 
Deposited in Parliament (a) 16 July 2007 

(b) 19 July 2007 
Department HM Treasury 
Basis of consideration (a) EM of 25 July 2007  

(b) EM of 9 August 2007 
Previous Committee Report None 
To be discussed in Council (a) Probably November 2007 

(b) Not yet known 
Committee’s assessment Politically important 
Committee’s decision For debate in European Standing Committee, together 

with the 2006 Annual Report of the European Court 
of Auditors, once received 

Background 

1.1 The Commission is required to report annually on protection of the Communities’ 
financial interests and on the fight against fraud. These reports are to cover measures taken 
by Member States as well as by the Commission. 

1.2 The European Anti-Fraud Office (OLAF), whose objective is to reduce fraud, 
corruption and any other illegal activity against the financial interests of the Community is 
also required to make regular reports. 

The document 

1.3 Document (a) is the Commission’s annual report, for 2006, on protection of the 
Communities’ financial interests and on the fight against fraud. It has four sections:  

• statistics on fraud and other irregularities, which shows that the number of 
irregularities reported by Member States increased by 0.1 % to 12,092 compared to 
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2005, while the total estimated financial impact of these irregularities, including 
suspected fraud, increased by 1.1% to €1,155 million (£778.5 million). This section 
also gives more detailed figures in relation to traditional own resources, agriculture, 
structural measures, pre-accession funds and OLAF’s investigations. This latter 
sub-section records that the number of fraud investigations opened by OLAF was 
195 in 2006 (compared with 214 in 2005) and that 430 investigations were in 
progress at the end of 2006, covering cases with a total estimated financial impact 
of €1,739 million (£1,172 million); 

• fraud prevention — this section covers risk analysis and management control 
systems and debarment,1 early warning and reliability databases; 

• combating fraud, covering warning systems involving internal informants (whistle 
blowing), restructuring of OLAF aimed at improving its governance and 
effectiveness2 and development of mutual assistance on agriculture and customs 
matters with extension of the customs information system database to enable its 
use in national analysis systems, so that controls on goods can be targeted and 
action coordinated at Community level; and 

• recovery — covers new mechanisms for clearing un-recovered irregular payments 
in agriculture, structural funds, where offsetting against further payments has 
increased, own resources, where the recovery rate reported by Member States was 
32% (approximately €113 million (£76 million)), the financial outcome of OLAF 
investigations, where nearly €114 million (£76.8 million) was recovered in 2006. A 
final sub-section notes that Member States’ recovery procedures showed the wide 
utilisation of recovery by offsetting has been an effective tool in the recovery of 
public funds.  

1.4 Document (b) is OLAF’s seventh activity report, for 2006. In a forward to the report the 
Director highlights that: 

• OLAF has been reorganised to place more emphasis on its operational work so as 
to improve internal communication and to strengthen its management; and 

• in 2006, for the first time the number of investigations which OLAF conducted on 
its own account equalled the number of cases in which OLAF was assisting 
Member State authorities. 

1.5 The report itself has six sections, which are interspersed with illustrative case studies: 

• OLAF’s mission and working methods, discusses OLAF’s mission statement and 
objectives, its new operational structure, its staff resources — at year end there were 
388 staff, about 70% of whom are assigned to tasks related to operational activity, 
the work of the Investigations and Operations Executive Board, the Case 

 
1 Defined by the Commission as “debarment systems are administrative sanction systems whereby economic operators 

who find themselves in one of the situations covered by the exclusion criteria are debarred from certain procedures 
or advantages, such as participation in a public tender or subsidies. The debarred operators are listed in a database 
accessible to the competent authorities.” 

2 (27692) 11281/06 + ADD1: see HC34–xxxviii (2005–06), para 7 (18 October 2006) and HC41–iii (2006–07), para 8
  (6 December 2006). 
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Management System database, reform of Regulation (EC) No 1073/1999 — aimed 
at improving the governance and effectiveness of OLAF and its procedures3 and 
implementation of the recommendations of the European Court of Auditors’ 
Special Report No. 1/2005 — including those matters still being addressed;4 

• statistical trends in operational activities — matters noted in this section include a 
steadily rising volume of information received, a growing proportion and number 
of cases closed with follow-up, a fall in the evaluation period of cases from 10.6 
months in 2002 to 5.2 months in 2006, a decline over time in the number of cases 
completed and slight increase in the average duration of the active stage from 24 
months to 27 months and recovery in 2006 of €113 million (£76 million) recovered 
from completed follow-up actions and of €336 million (£226 million) in respect of 
follow-up actions which are still ongoing; 

• operational activities in 2006, which covers incoming information, general 
statistics, case records and investigative activity by sector and follow-up activity; 

• operational support — that is intelligence activity and legal and judicial advice; 

• cooperation with OLAF’s partners in the fight against fraud — this section covers 
cooperation with Member States, third countries, international bodies and bodies 
in charge of police and judicial cooperation — Eurojust and Europol, the Anti 
Fraud Information System (AFIS) /Customs Information System (CIS), preparing 
Candidate Countries, mutual administrative assistance, the Philip Morris 
International Agreement,5 protection of the euro, external activities, information 
and communication; and  

• budget — noting that OLAF’s operational budget in 2006 was over €13.5 million 
(£9.1 million) and its administrative budget for 2007 is €50.1 million (£33.8 
million), of which personnel accounts for over 60%. 

The report also annexes OLAF’s new organisational chart and its new operational manual. 

The Government’s views 

1.6 In relation to the Commission’s report, document (a), the Economic Secretary to the 
Treasury (Kitty Ussher) says it is comprehensive and informative and shows that the 
Commission is taking seriously the need to improve management of Community funds 
and implement preventative measures to reduce fraud and irregularity. The Minister 
continues that the Government: 

• supports the efforts of OLAF and the cooperation of Member States in the 
detection of fraud; 

• welcomes the measures noted in the report; 

 
3 Ibid. 

4 (26727) 11216/05: see HC34–vi (2005–06), para 2 (19 October 2005) and HC Deb, 7 March 2006, cols 747–93. 

5 An agreement with the Commission and some Member States that includes a system to fight against future 
cigarette smuggling and counterfeiting. 
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• thinks it disappointing that the total estimated impact of irregularities, including 
suspected fraud, increased slightly in 2006, though this could simply reflect a 
greater vigilance by the Commission and Member States in detecting irregularities; 

• notes that nevertheless suspected fraud accounts for between 0.06% and 0.41% of 
total appropriations for agriculture and structural funds; 

• will continue to press for higher standards of financial management and action to 
combat fraud against the Community budget; and 

• thinks it particularly important that Member States, which share responsibility 
with the Commission for managing the largest spending programmes, act to 
improve their own management, controls and audit scrutiny. 

1.7 As for OLAF’s report, document (b) the Minister says the Government welcomes it, 
commenting that it is comprehensive and informative and includes useful statistical data 
and case studies to highlight OLAF’s work and investigations. She adds that events 
reported indicate that confidence is being built up in the system — which is encouraging 
news. 

Conclusion 

1.8 The Commission’s annual report on the fight against fraud, document (a), is a 
useful basis for regular consideration of how matters stand on improving management 
of the Community’s financial resources and as is our custom we recommend that it 
should be debated, in European Standing Committee, together with the annual report 
of the European Court of Auditors, once that is published.  

1.9 As for the OLAF report, document (b), it provides additional information relevant 
to better management of the Community’s financial resources and we recommend that 
it too should be debated with the annual report of the European Court of Auditors in 
European Standing Committee. 
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2  A new EU-Africa Strategic Partnership 

(28780) 
11326/07 
COM(07) 357 
+ ADD1–2 

Commission Communication: From Cairo to Lisbon — The EU-Africa 
Strategic Partnership 

 
Legal base — 
Document originated 27 June 2007 
Deposited in Parliament 12 July 2007 
Departments International Development and Foreign and 

Commonwealth Office  
Basis of consideration EM of 25 July 2007 
Previous Committee Report None: but see (26918) 13293/05 HC41–xxvii (2006–

07), para 5 (27 June 2007) 
To be discussed in Council To be determined  
Committee’s assessment Politically important 
Committee’s decision Not cleared; further information requested; for debate 

in European Standing Committee  

Background 

2.1 The June 2005 European Council tasked the Commission with drawing up a long-term 
global strategy on Africa by the December 2005 European Council; the outcome was 
Commission Communication 13293/05: EU Strategy for Africa: Towards a Euro-African 
Pact to Accelerate Africa’s development. The UN Millennium Development Goals6 are at 
the heart. The Communication suggests that the EU should focus its support in areas 
considered essential for attaining the MDGs (peace and security and good governance), 
areas that create the economic environment necessary for achieving the MDGs (economic 
growth, trade and interconnection) and areas directly targeting the MDGs (social cohesion, 
decent work, gender equality and environment). These areas should be supplemented by 
support for economic integration and political cooperation with the EU. The African 
Union’s (AU) “Peace Facility for Africa” should be replenished and strengthened to allow it 
better to support Africa’s own efforts in this field.  

2.2 The Communication includes a range of possible approaches in different areas, such 
as: good governance, respect for human rights and the fight against corruption; 
economic growth including trade and private sector development; support to increasing 
competitiveness of African agriculture; establishing an EU-Africa Partnership for 
Infrastructure; enhanced support for basic service provision in social sectors and further 

 
6 The eight UN Millennium Development Goals (MDGs) are those that, in 2000, the UN set itself to achieve, most by 

2015: eradicate extreme poverty and hunger; achieve universal primary education; promote gender equality; reduce 
child mortality; improve maternal health; combat HIV/Aids, malaria and other diseases; ensure environmental 
sustainability; and develop a partnership for development — each with associated targets and benchmarks to 
measure progress.  
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support for tackling poverty diseases; migration; core labour standards; environment 
and climate change. 

2.3 A major common theme running through the large number of development 
assistance-related documents that we considered in 2005 and 2006 was dramatically 
increasing the effectiveness of, in particular, EC aid — which meant dramatically 
improving the effectiveness of the EU’s activities in Africa.7 Hence the importance of the 
Africa Strategy. In this regard we said that even a superficial examination revealed the 
breadth and depth of its ambitions. The question now was: to what extent were these 
vital ambitions likely to be achieved?  

2.4 Effective implementation would demand an unprecedented level and effectiveness of 
co-operation between Member States and the Commission, and between them and the 
UN, the African Union, the International Financial Institutions and other bilateral 
donors; pose unprecedented challenges for European Security and Defence Policy; 
require an unprecedented level of commitment and delivery on the part of African 
partners; and, above all, require the EU to “put its money where its mouth is”.  

2.5 Subsequently, the then Minister for Europe at the Foreign and Commonwealth 
Office (Mr Geoffrey Hoon) wrote on 8 January 2007 in connection with a joint 
Presidency, Commission and Council Secretariat progress report — “The EU and Africa: 
Towards a Strategic Partnership — The Way Forward and Key Achievements in 2006” — 
which had been presented to the December European Council, whose Conclusions in 
turn reaffirmed “its earlier commitment to work towards a joint EU-Africa strategy and 
underlined the importance of monitoring progress towards all of the EU’s commitments 
to Africa including the 2005 aid volume targets”. We also discussed scrutiny of the EU-
Africa process, and the review of progress against the EU and Africa: Towards a Strategic 
Partnership, with the Parliamentary Under-Secretary at the Department for 
International Development (Mr Gareth Thomas) at an evidence session on 7 March,8 in 
response to which he undertook to send us a further letter.  

2.6 Finally, on 27 June, we considered a joint letter of 12 June 2007 from the 
Parliamentary Under-Secretary at the Department for International Development (Mr 
Gareth Thomas) and the then Minister for Africa at the Foreign and Commonwealth 
Office (Lord Triesman) which updated us on progress on the EU-Africa dialogue and 
the development of the joint EU-Africa strategy. They noted that the 8th EU-Africa 
Ministerial troika meeting, which took place in Brussels on 15 May, welcomed and 
endorsed a draft outline of the joint EU-Africa strategy, “recognising it as an excellent 
basis for the elaboration into a full joint strategy”.9 Ministers “stressed the need for the 
strategy to provide a solid foundation for an ambitious and long-term strategic 
partnership between the EU and Africa. The EU-Africa Summit, planned for 7–8 
December this year was also discussed. Both parties agreed that the Summit must focus 
on substantive deliverables including the joint strategy and an initial action plan”. A 
new ad-hoc working group, which included UK membership, had been set up in 

 
7 See in particular (28201) 17033/06: HC41-vii (2006-07), para 3 (24 January 2007) and HC41-xv (2006-07), para 5 (21 

March 2007). 

8 HC387-i. 

9 See ec.europa.eu/development/ICenter/Pdf/-2007/EU-Africa_Strategy_outlinefinal070515_en.pdf for full text. 
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Brussels with the specific purpose of further developing the joint EU-Africa strategy and 
preparing the December Summit. The final Communiqué from the meeting was also 
attached to the Ministers’ letter (the relevant parts of which we annexed to our 
Report).10 They regarded the outline document as a reasonable base from which to 
develop the new joint strategy, but further work was required to produce a credible new 
framework to guide the EU/Africa partnership, and promote concrete actions over the 
short and long-term. The issues where progress needed to be achieved between now and 
December were: 

— further detail on climate change, aid volumes and effectiveness, migration and 
governance; 

— commitments that are action-oriented; 

— specificities on how individual objectives will be achieved;.  

— a truly joint strategy focused not only on EU commitments but also African 
commitments and initiatives, to produce a new partnership between the EU and Africa;  

— substantive deliverables and concrete agreements on future cooperation at the Summit 
to give early substance to the partnership, particularly new EU funding arrangements 
for AU peace support missions, the launch of the EU-Africa Energy Partnership and 
the announcement of new EU/EC representation in Addis Ababa. 

2.7 We hoped that the next such letter would be able to report substantive progress in 
these areas and reported this further information to the House in view of the widespread 
interest in development issues and Africa.11 

2.8 The Commission has in the meantime produced this further Communication.  

The Commission Communication  

2.9 The Commission says that it is “becoming increasingly clear that Africa matters — as a 
political voice, as an economic force and as a huge source of human, cultural, natural and 
scientific potential”. The emergence of the African Union, political reforms and 
democratisation processes, a raw material boom, attractive investment opportunities, 
global power realignments, the involvement of an increasing range of international actors 
in Africa — particularly China — and migration within Africa and between Africa and the 
EU) are cited in evidence, “all closely related to a context of intensifying globalisation”. An 
enlarged EU with “ambitious common policies on security, energy, climate change and 
innovation” has recognised that African economic prosperity is essential for European 
prosperity and acknowledges the need for a more comprehensive partnership and more 
coherent policies towards Africa, based on jointly identified mutual and complementary 
interests and benefits. African Governments must have primary responsibility, with the EU 
supporting Africa-led and Africa-owned approaches. With the forces of global capital and 
financial markets, climate change, global media and information and communications 

 
10 See http://www.consilium.europa.eu/ueDocs/cms_Data/docs/pressData/en/er/94126.pdf for full text. 

11 (26918) 13293/05: see HC41–xxvii (2006–07), para 5 (27 June 2007). 
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technology, trans-national terrorism and organised crime, and global pandemics all 
making the world smaller by the day, the need for common global responses is therefore 
more vital than ever before: “The EU and Africa are old partners, but in a world 
transformed”.12 Now is the time to move on from a strategy for Africa towards a political 
partnership with Africa that goes beyond traditional development co-operation. The EU-
Africa long-term strategic partnership will go: 

— beyond development cooperation, in the sense that — while the EU will continue to fully 
support Africa’s development — the agenda will be opened up to include all political 
matters of common concern and common interest, will systematically seek to exploit 
the contributions that other policies, such as trade or research, can make to the 
partnership and go beyond the donor-recipient relationship of the past to reflect a 
political partnership of equals; 

— beyond Africa, in the sense that the EU and Africa will look beyond Africa and Europe 
towards the rest of the world; 

— beyond fragmentation, in the sense that EU and African national, sub-regional, regional 
and continental frameworks, policies and instruments should better support Africa’s 
continental integration and cooperation. Regional integration should be stimulated and 
supported as a crucial building block in the creation of larger and more integrated 
markets that are essential to attract investment, increase productive capacities and 
enhance regulatory convergence. Economic integration “will be underpinned by a 
strengthened development-oriented trading relationship between the EU and Africa” 
and the Economic Partnership Agreements (EPAs) “will be a key tool in that respect”. 
The partnership will promote a clearer division of roles and responsibilities between 
different players on the African side, including the African Union and NEPAD. The EU 
will build on the emergence of the AU as the central political player in Africa and 
“increasingly treat Africa as one”; 

— beyond institutions, in the sense that the EU-Africa dialogue and partnership will be 
taken “beyond Brussels and Addis Ababa to a wider spectrum of players” — not just 
consulting civil society, but also “genuinely trying to make a greater number of 
stakeholders in the EU-Africa dialogue, including civil society and youth organisations, 
support the same objectives and pull in the same direction”, and including “better and 
more systematic use of the experience, know-how and resources of the private sector in 
both continents in taking forward the objectives of the partnership.”13 

2.10 The December Lisbon Summit is presented as an opportunity to make “‘strong 
action-oriented political commitments on current key international issues, notably climate 
change, migration, sustainable energy, governance and security”. A Joint Strategy will be 
adopted, Heads of State and Government will sign a Lisbon Declaration, and the first of a 
series of Action Plans will be agreed. The Commission proposes that the first Action Plan 
will last for 2 years, until the next proposed Summit. 

 
12 COM(07) 357, page 3. 

13 Ibid, page 4. 
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2.11 Reflecting the joint outline of the Strategy agreed with the EU-Africa Ministerial 
Troika in May, the Strategy is seen as having four main political objectives: 

— to reinforce and elevate the EU-Africa political partnership; 

— to continue to promote peace and security, governance and human rights, trade and 
regional and continental integration in Africa, and other key development issues; 

— to jointly address global challenges and efforts to mitigate the negative impact of the 
EU’s recruitment of skilled health workers from Africa; and 

— to facilitate and promote a broad based and wide ranging people-centred partnership 
for all people in Africa and Europe. 

2.12 Finally, the Communication suggests four specific initiatives that could be launched at 
the Summit (and which could be contained in the first Action Plan), to give substance to 
the Partnership: 

— an EU-Africa Partnership on Energy, setting up an enhanced political energy dialogue 
between Africa and the EU;  

— an EU-Africa Partnership on Climate Change, setting up a Forum for dialogue and 
exchange on the most appropriate action to combat climate change; 

— an EU-Africa Partnership on Migration, Mobility and Employment, including 
establishing a network of African based migration observatories, proposals on 
remittances, and efforts to mitigate the negative impact of recruitment of skilled 
workers; and 

— an EU-Africa Partnership on Democratic Governance, including the launch of a 
Governance Forum.  

2.13 The supporting Joint Commission/Council Secretariat Paper, “Making the EU-Africa 
Strategic Partnership Work”, sets out a more complete overview of the priorities and 
objectives of the new Partnership. The document includes suggestions for how the EU will 
support Africa on peace and security, governance, trade and integration, infrastructure, 
private sector development, migration, health, education, aid volumes and effectiveness, 
agriculture, gender, youth, employment, culture, climate change and energy. It also 
proposes ways of improving the Institutional Architecture and Instruments: 

— regular EU-Africa Summits every two years, to take stock and give political guidance; 

— centring the “future institutional architecture” on the African Union (AU) in Addis 
Ababa, including the opening of an EU (sic) delegation there, assisting the AU’s 
institutional reform and — “if so requested — strengthening the AU’s institutional 
ability to interact with the EU”; 

— focussing on the Troika as the most appropriate format to balance “effectiveness and 
efficiency against inclusiveness”; 
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— the “two Commissions” (i.e., European and African) to be “the driving forces behind 
the partnership”, developing their cooperation together with the EU-AU Task Force; 

— simplifying “the institutional framework for regional integration and its articulation 
with the EPAs”, with discussions with the AU as to “how EPAs, RECs14 and Sub-
Regional Organisations (SROs) can be integrated in the future institutional 
architecture” and finding a way to include Morocco (which is not an AU member 
state); 

— strengthened dialogue between the European Parliament and the Pan-African 
Parliament; 

— inviting civil society to put forward ideas for creating a truly people-centred 
partnership. 

2.14 The Paper sees implementation being supported by existing financial instruments, 
such as the European Development Fund, the European Neighbourhood and Partnership 
Instrument and the Development Cooperation Instrument, and by the European 
Investment Bank, “where possible complemented by further contributions by Member 
States”. In addition, the EU “should soon start to develop a concept on how — as it is 
stipulated in the outline for the Joint Strategy — “to work together towards gradually 
adapting relevant policies and legal and financial frameworks, as well as relevant cooperation 
instruments and mechanisms, to the needs and objectives of the partnership”, given that a 
Strategic Partnership needs not only political will and common goals but also “sufficient 
resources that are allocated, programmed and disbursed in such a way that is consistent 
with the overall institutional architecture of the Partnership”. 

2.15 The Impact Assessment Report (IAR) recommends the EU agrees a Joint Strategy 
with African partners, as opposed to maintaining the status quo or elaborating sectoral 
partnerships. It acknowledges that it is difficult to assess the likely impact on the two 
continents beyond its being “considerable”. It stresses that “full ownership of the proposed 
Joint EU-Africa Strategy by the people of Africa and Europe will be the cornerstone to its 
effective implementation”.  

2.16 On “Monitoring and Evaluation”, as well as the Action Plan, the permanent 
involvement of Parliaments and Civil Society and biennial Summits, the impact assessment 
envisages regular updating and monitoring via six-monthly EU-Africa Ministerial Troika 
meetings and annual reports to the European Council. 

2.17 On procedural issues and consultation of interested parties, the IAR notes that both 
parties agreed that development of the Strategy should be conducted through “a Joint EU-
Africa Troika expert format”: 

— on the EU side: the Commission; the German, Portuguese and Slovenian rotating 
Presidencies; the Council General Secretariat; a “virtual network” of Member States; 
and an ad hoc working group, which began work in June 2007;  

 
14 Regional Economic Communities, such as the Economic Community of West African States (ECOWAS); see 

http://www.dfa.gov.za/au.nepad/recs.htm for full details of the RECs. 
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— on the AU side, the AU Commission, AU Member State representatives and the AU 
Presidency (currently Ghana); 

and that this has been informed through a carefully-elaborated, two-phase process of 
consultation with civil society which, “in spite of some criticisms on the methodology 
used”, the Commission believes to have been extremely useful and which it hopes will 
develop, after the Summit, into “a structured and regular dialogue”. 

The Government’s view 

2.18  In a joint Explanatory Memorandum of 25 July 2007, the Parliamentary Under-
Secretary at the Department for International Development (Mr Gareth Thomas) and the 
new Minister of State at the Foreign and Commonwealth Office with responsibility for 
Africa, Lord Malloch Brown, say that, in publishing these documents, “the Commission 
has kept the subject of the Joint EU-Africa Strategy and Summit at the top of the EU’s 
agenda”. They note that many of the Joint Paper’s “headline issues” — action on peace and 
security, regional integration and trade, governance and development issues — have 
already been identified in previous documentation as “requiring action by the EU and 
Africa (Outline of the Joint Strategy agreed by the EU AU Ministerial Troika in May, the 
EU’s 2005 Africa Strategy, the 2006 Forward Look and Review of Progress)”. They 
continue as follows: 

“Much of the information included here is therefore not contentious, but there are 
some obvious gaps. For example, while water is mentioned in the context of climate 
change, there is little included on water and sanitation. We will raise this with the 
Commission in discussions.” 

2.19 They note that the new elements are primarily contained in the four proposals for 
announcement at the Summit and that, out of the four, the most familiar is the EU Africa 
Partnership on Energy. The language is “consistent with Council Conclusions on energy in 
Africa of May 2007 on supporting efforts to increase investments in energy infrastructure 
in Africa”. They note that “the challenge remains to ensure the proposed EU-Africa Energy 
Partnership addresses Africa’s needs and concerns, translating into improved and 
expanded services, including for poor households and communities” and says that they will 
“actively engage when the EU Africa Dialogue on Energy is presented by the Commission, 
to ensure Africa’s interests are given the importance they deserve”. 15 

2.20 They further note that the remaining three proposals have not been presented in detail 
to Member States and say that, as and when they are developed and presented by the 
Commission, they will write to the Committee with explanatory memoranda. In the 
meantime, their initial views are as follows: 

a) “EU Africa Partnership on Climate Change: It is important that any proposed 
partnership or Forum focuses on outcomes and actions. The proposal should 
also be effectively linked with the EU Africa Energy Partnership, given the 
obvious links between the two sectors. 

 
15 (28555); — : see HC41–xviii (2006–07), para 10 (25 April 2007) for the Committee’s consideration of the Joint 

Commission/Presidency paper on Energy Cooperation between the EU and Africa. 
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b) “EU-Africa Partnership on Migration, Mobility and Employment: The UK 
welcomes the proposals on remittances, minimising the negative impact of 
recruiting skilled workers and the establishment of a network of Africa-based 
migration observatories. These reflect the agreements made by European and 
African Ministers in Tripoli in November 2006. It is important however that any 
proposals on legal migration respect national competence over the labour 
market. Member States should have a proper opportunity to consider and 
comment on the full proposals.  

c) “EU-Africa Partnership on Democratic Governance including an EU AU 
Governance Forum: Effective states and better governance are central to Africa’s 
development so the focus on governance is welcome. The details of the proposal 
however are still unclear and its relationship to the Governance Initiative16 is also 
not explained. There are no suggestions on the size of the forum, the frequency 
of meetings and relationships with existing bodies.” 

2.21 Poverty reduction, the Millennium Development Goals and peace and security are 
reflected in the outline of the Joint Strategy and in the Joint Paper, but not included as 
separate areas for possible announcements for the summit in the Communication. As 
preparations for the Summit continue over the summer and autumn, the UK will be 
looking for stronger references to these issues. Discussions are ongoing.  

2.22 Looking ahead, they say that discussions are taking place with EU Member States and 
African partners over the summer and autumn on the detail of the joint strategy and 
preparations for the December Summit, with these papers being inputs into the ongoing 
discussions; that “the Commission and the Portuguese Presidency have also planned 
discussions with civil society through events such as the Civil Society Forum on the Euro-
African dialogue that is being held in Lisbon in October 2007”; and the Joint Strategy will 
be “negotiated and finalised by the EU Troika and the extended AU Troika at a further five 
meetings during the summer and autumn of 2007”. 

2.23 Finally, on the Financial Implications, the Ministers say that, should the EU “develop a 
concept on how to address the agreement in the outline of the Joint EU-Africa Strategy to 
‘work together towards gradually adapting relevant policies and legal and financial 
frameworks… to the needs and objectives of the partnership’ and should this concept be 
developed and put to Member States, “the financial implications will be considered at that 
time”.  

Conclusions 

2.24 Everything that we have said thus far on the original EU-Africa Strategy (c.f. 
paragraphs 2.3 and 2.4 above) will apply a fortiori to the proposed new Strategic 
Partnership. Reality will need to be made of rhetorical commitments to policy 
coherence for development and aid for trade.17 Our consideration earlier this year of 

 
16 (27791) 12572/06: see HC 34–xxxvii (2005–06), para 39 (11 October 2006) for the Committee’s consideration of the 

proposed Governance Initiative. 

17 (28544) 8390/07: see HC41–xviii (2006–07), para 9 (25 April 2007) and para 14 of this Report for our consideration of 
the Commission’s Communication on “EU Aid for Trade”. 
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the EU’s performance in relation to its financial commitments — the so-called 
“Monterrey Consensus” — also showed a similar gap between rhetoric and reality.18 

2.25  The Ministers make clear that the Strategy remains very much a work-in-progress, 
and just how much needs to be done to put the necessary flesh on the bones. The 
meetings to which the Ministers refer over the summer and autumn will thus be crucial 
to driving the process forward.  

2.26 There can be no doubt, given the EU’s central role in the development process, that 
an EU Partnership with Africa is necessary. The framework thus far is well-conceived 
and articulated — though it is surprising to see no mention of the EU Partnership on 
Infrastructure, given its central role in development.19 

2.27 The overall relationship must now move to the level of agreement by all concerned 
on a sustained programme of bench-marked outcomes. So, while the Summit itself will 
be of great significance, it will be the Action Plans that will be of most significance.  

2.28 We should accordingly be grateful if the Ministers would bring us up to date in 
good time before the 19–20 November “development” General Affairs and External 
Relations Council in relation to the desiderata set out in their EM and in the earlier 
letter to which we refer, so that there may be a debate in the European Standing 
Committee prior to that GAERC; which debate we now recommend.  

2.29 In so doing, we should be grateful to have their views on: 

—  what resources are likely to be available for implementing the Strategy and their 
assessment of their adequacy;  

— what mechanisms will be used to ensure that the Strategy works effectively in 
relation to the activities of other major international donors and financial 
institutions; 

— what outcomes to the Doha development round they regard as essential to effective 
implementation of the Strategy; 

— how they see the EU making a reality of the proposed Governance Forum, with its 
implications of the sort of conditionality now incorporated into the EU/Africa, 
Caribbean and Pacific relationship in the revised Cotonou Agreement, given that its 
major competitor in Africa, namely China, is less concerned with the sort of 
“governance” issues that have blighted Africa for so long; and  

— how they see progress being regularly scrutinised by the House in the years to come.  

2.30 In the meantime, we shall keep the Communication under scrutiny. 

 
 

 
18 (28554) 8451/07 + ADD 1: see HC41–xx (2006–07), para 9 (2 May 2007). 

19 (27705) 11682/06: see HC 41–iv (2006–07), para 9 (14 December 2006) for our consideration of the Commission’s 
Communication on “Interconnecting Africa: the EU-Africa Partnership on Infrastructure”. 
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3  White Paper on Sport 

(28796) 
11811/07 
COM(07) 391 
 
+ ADD 1 
 
+ ADD 2 
 
+ ADD 3 
 
+ ADD 4 

Commission White Paper on Sport 
 
 
 
Impact assessment of the White Paper 
 
“Pierre de Coubertin” Action Plan 
 
The EU and sport: background and context 
 
Executive summary of the impact assessment 

 
Legal base — 
Document originated 11 July 2007  
Deposited in Parliament 17 July 2007  
Department Culture, Media and Sport 
Basis of consideration EM of 30 July 2007  
Previous Committee Report None 
To be discussed in Council No date set 
Committee’s assessment Politically important 
Committee’s decision Not cleared. Further information requested from the 

Minister. Opinion of the Culture, Media and Sport 
Committee requested 

Legal background 

3.1 The EC Treaty does not provide a specific legal base for Community action on sport. 
But many provisions of the EC Treaty are relevant to sports matters, including those on; 

• discrimination on grounds of sex, racial or ethnic origin, religion, disability, age or 
sexual orientation (Article 13); 

• citizenship and the right to move and reside freely within the territories of the 
Member States (Articles 17 and 18);  

• the free movement of persons, services and capital (Title III);  

• visas and immigration (Title IV);  

• competition (Title VI);  

• protection of workers (Article 137);  

• education and training (Articles 149 and 150);  
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• public health (Article 152);  

• economic and social cohesion (Article158 to 162); and  

• development cooperation with third countries (Article177). 

Relevant provisions of the EU Treaty include those on a common foreign and security 
policy and on police and judicial cooperation in criminal matters.  

Policy background: the Nice Declaration 

3.2 At its meeting in December 2000, the European Council adopted a declaration (the 
Nice Declaration) on “the specific characteristics of sport and its social function in Europe, 
of which account should be taken in implementing common policies”.20 The Declaration 
stated that: 

“Sporting organisations and the Member States have a primary responsibility in the 
conduct of sporting affairs. Even though not having any direct powers in this area, 
the Community must, in its action under the various Treaty provisions, take account 
of the social, educational and cultural functions inherent in sport and making it 
special, in order that the code of ethics and the solidarity essential to the preservation 
of the social role may be respected and nurtured.”21 

The Declaration sets out general principles on, for example, sport for all, the role of sports 
federations, the protection of young people and the ownership and financial control of 
sports clubs. The European Council invited the Community’s institutions and Member 
States to examine their policies in the light of the general principles.  

The White Paper 

3.3 The White Paper is the first occasion on which the Commission has presented a 
comprehensive statement on sport-related issues. The objective of the White paper is: 

“to give strategic orientation on the role of sport in Europe, to encourage debate on 
specific problems, to enhance the visibility of sport in EU policy-making and to raise 
public awareness of the needs and specificities of the sector. The initiative aims to 
illustrate important issues such as the application of EU law to sport. It also seeks to 
further sports-related action at EU level.”22  

3.4 The Commission notes the benefits of sport for individuals and society through its 
encouragement of fair play, team work, tolerance and self-discipline. It also notes that sport 
in Europe is at risk from crime and anti-social behaviour, such as money-laundering and 
violence. 

3.5 The White paper has four main parts. Each discusses specific issues and outlines the 
action the Commission proposes to take or to support. The four parts are on: 

 
20 Nice European Council, 7, 8 and 9 December 2000, Presidency Conclusions, Annex IV, page 25. 

21 Ibid, paragraph 3.1. 

22 White Paper, page 2, paragraph 4. 
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• the Societal Role of Sport (including sections on improving public health through 
physical activity; taking concerted action against doping, racism and violence; the 
role of sport in education and training; the potential of sport to promote social 
inclusion, integration and equal opportunities; and sharing the EC’s values with 
other parts of the world); 

• the Economic Dimension of Sport (including sections on evidence-based sports 
policies and on putting public support for sport on a more secure footing); 

• the Organisation of Sport (including sections on the application of EC law to such 
aspects of sport as the composition of teams; transfers; players’ agents; the 
protection of minors; corruption, money laundering and other forms of financial 
crime; the sale of the media rights to sporting events and the distribution of the 
income from such sales); and 

• the follow-up to the White Paper through “structured dialogue” with European and 
national sports organisations, the Council of Europe and interested UN bodies; and 
cooperation with Member States. 

3.6 The initiatives the Commission intends to take or support are brought together as the 
“Pierre de Coubertin Action Plan” (ADD 2).23 The Action Plan is as follows: 

 
23 Pierre be Coubertin was the founder of the modern Olympic Games. 
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A. The societal role of sport 

A.1. Public health and physical activity 

1) Together with the Member States, develop new physical activity guidelines. 
2) Support an EU Health-Enhancing Physical Activity network and, if appropriate, 

smaller and more focused networks dealing with specific aspects of the topic. 
3) Mobilise the 7th Framework Programme for Research and Technological 

Development (RTD), the EU Public Health Programme, the Youth and 
Citizenship programmes and the Life-Long Learning (LLL) Programme. 

A.2. Fight against doping 

4) Support partnerships through training courses and networking between training 
centres for law enforcement officers. 

5) Facilitate a coordinated EU approach in the fight against doping, e.g. by supporting 
a network of national anti-doping organisations. 

A.3. Education and training 

6) Promote participation in educational opportunities through sport under the 
Lifelong Learning Programme (Comenius, Erasmus, Leonardo da Vinci, 
Grundtvig). 

7) Identify projects for the implementation of the European Qualification Framework 
(EQF) and the European Credit System for Vocational Education and Training 
(ECVET) in the sport sector. 

8) Introduce the award of a European label to schools actively supporting physical 
activities. 

9) Complete the analysis of rules requiring that teams include a certain quota of 
locally trained players. 

A.4. Volunteering in sport, active citizenship and non-profit sport organisations 

10) Together with Member States, identify key challenges for non-profit sport 
organisations and the main characteristics of services provided by these 
organisations. 

11) Support grassroots sport through the Europe for Citizens Programme. 
12) Encourage young people’s volunteering in sport through the Youth in Action 

Programme. 
13) Develop the exchange of information and best practice on volunteering in sport. 
14) Launch a study on volunteering in sport. 

A.5. Social inclusion in and through sport 

15) Mobilise the Progress, Lifelong Learning, Youth in Action and Europe for 
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Citizens programmes as well as the European Social Fund, the European Regional 
Development Fund and the European Integration Fund to support actions 
promoting social inclusion and integration through sport and combating 
discrimination in sport. 

16) In the Action Plan on the European Union Disability Strategy, take into account 
the importance of sport for disabled people and support Member State actions in 
this field. 

17) In the framework of the Roadmap for Equality between Women and Men 2006–
2010, encourage the mainstreaming of gender issues into sports-related activities, 
with a specific focus on access to sport for immigrant women and women from 
ethnic minorities, women’s access to decision-making positions in sport and 
media coverage of women in sport. 

A.6. Prevention of and fight against racism and violence in sport 

18) As regards racism and xenophobia, promote dialogue and exchange of best 
practices in the existing cooperation framework. 

19) Promote, in accordance with national and EU rules applicable, the exchange of 
operational information and practical know-how and experience on the 
prevention of violent and racist incidents between law enforcement services and 
with sport organisations. 

20) Analyse possibilities for new legal instruments and other EU-wide standards to 
prevent public disorder at sport events. 

21) Promote a multidisciplinary approach to preventing anti-social behaviour, with a 
special focus given to socio-educational actions such as fan-coaching (long-term 
work with supporters to develop a positive and non-violent attitude). 

22) Strengthen regular and structured cooperation among law enforcement services, 
sport organisations and other stakeholders. 

23) Encourage the use of the following programmes, to contribute to the prevention 
of and fight against violence and racism in sport: Youth in Action, Europe for 
Citizens, DAPHNE III, Fundamental Rights and Citizenship and Prevention and 
Fight against Crime. 

24) Organise a high level conference to discuss measures contributing to prevent and 
fight violence and racism in sport events with stakeholders. 

A.7. Sport in the Union’s external relations 

25) Promote the use of sport as a tool in the EU’s development policy. 
26) Include sport-related issues in policy dialogue and cooperation with partner 

countries when appropriate. Promote sport as an element of the EU’s public 
diplomacy. 

27) Pay particular attention to the sport sector when implementing the recently 
presented Communication on circular migration and mobility partnerships with 
third countries. 

28) Pay particular attention to the sport sector when elaborating harmonised schemes 
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for the admission of various categories of third country nationals for economic 
purposes on the basis of the 2005 Policy Plan on Legal Migration. 

A.8. Sustainable development 

29) Encourage the participation of sport stakeholders in the Eco Management Audit 
Scheme (EMAS), Community Eco-Label Award schemes and green procurement, 
and promote these schemes during major sport events in cooperation with 
Member States, sport organisations and organisers. 

30) Promote green procurement in the political dialogue with Member States and 
other concerned parties. 

31) Raise awareness, through guidance developed in cooperation with relevant 
stakeholders (policy makers, SMEs, local communities), about the need to work 
together in partnership at the regional level to organise sport events in a 
sustainable way. 

32) Take sport into account in the new Life+ programme. 

B. The economic dimension of sport 

B.1. Economic impact of sport 

33) Together with Member States, develop a European statistical method for 
measuring the economic impact of sport. 

34) Conduct specific sport-related surveys to provide non-economic information on 
sport. 

35) Launch a study to assess the sport sector’s contribution to the Lisbon Agenda. 
36) Organise the exchange of best practices concerning the organisation of large sport 

events. 

B.2. Public support for sport 

37) Carry out a study on the financing of grassroots sport and sport for all in the 
Member States from both public and private sources, and on the impact of on-
going changes in this area. 

38) Defend the possibilities of reduced VAT rates for sport. 

C. The organisation of sport 

C.1. Free movement and nationality 

39) Combat discrimination based on nationality in all sports through political 
dialogue, recommendations, structured dialogue with stakeholders and 
infringement procedures when appropriate. 

40) Launch a study on access to individual sport competitions for non-nationals. 
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C.2 Players’ agents 

41) Carry out an impact assessment to provide a clear overview of the activities of 
players’ agents in the EU and an evaluation of whether action at EU level is 
necessary, which will also analyse the different possible options. 

C.3. Protection of minors 

42) Continue to monitor the implementation of EU legislation, in particular the 
Directive on the Protection of Young People at Work. 

43) Propose to Member States and sport organisations to cooperate on the protection 
of the moral and physical integrity of young people through the dissemination of 
information on existing legislation, establishment of minimum standards and 
exchange of best practices. 

C.4. Corruption, money-laundering and other financial crime 

44) Support public-private partnerships representative of sports interests and 
anticorruption authorities, which would identify vulnerabilities to corruption in 
the sport sector and assist in the development of effective preventive and 
repressive strategies to counter such corruption. 

45) Continue to monitor the implementation of EU anti-money laundering legislation 
in the Member States with regard to the sport sector. 

C.5. Licensing systems 

46) Establish a dialogue with sport organisations on self-regulatory licensing systems 
for clubs/teams. 

47) Starting with football, organise a conference with UEFA, EPFL, Fifpro, national 
associations and national leagues on existing licensing systems and best practices 
in this field. 

C.6. Media 

48) Recommend to sport organisations to pay due attention to the creation and 
maintenance of solidarity mechanisms for an equitable redistribution of income 
between clubs and between professional and amateur sport. 

D. Follow-up 

D.1. Structured dialogue with sport stakeholders 

49) Provide for a more efficient dialogue structure on sport at EU level, including the 
organisation of an annual European Sport Forum and thematic discussions with 
targeted audiences, European sport stakeholders in particular. 
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50) Promote greater European visibility at sporting events and support the further 
development of the European Capitals of Sport initiative. 

D.2. Cooperation with Member States 

51) Propose to the Member States to strengthen political cooperation on sport 
through a reinforced Rolling Agenda, common priorities and regular reporting to 
EU Sport Ministers. 

52) Report on the implementation of the Action Plan through the mechanism of the 
Rolling Agenda. 

D.3. Social dialogue 

Encourage efforts leading to the establishment of European Social Dialogue Committees in 
the sport sector, and support employers and employees in this respect. 

 

3.7 The Commission will organise a conference in the autumn to present the White Paper 
to bodies with an interest in sport. It will also present the White Paper to Sports Ministers 
and the European Parliament. 

3.8 ADD 1 contains an impact assessment of the White Paper by the Commission’s staff. 
Among other things it compares the Commission’s preferred policy option — a non-
binding White Paper and Action Plan — with three others: take no new action; a Green 
Paper; or new EC regulatory legislation. ADD 4 summarises the impact assessment. 

3.9 ADD 3 provides supporting information about the proposals in the White Paper. It 
includes substantial annexes on the rulings of the European Court of Justice on the 
application of Community law to sport. 

The Government’s view 

3.10 The Minister for Sport at the Department of Culture, Media and Sport (Mr Gerry 
Sutcliffe) tells us [in paragraphs 15.2 to 15.4 of his Explanatory Memorandum] that the 
Government: 

“welcomes the Commission’s White Paper on Sport as a useful platform from which 
to consider and address the many issues confronting sport, sporting organisations, 
Member States and the Commission. 

“The Government strongly supports the Commission’s position that the majority of 
these challenges can and should be addressed by sport itself. Indeed, the 
[Government’s] position has been consistently clear — any activity in this area must 
be underpinned by a clear commitment to the autonomy of sport and can be 
supported only where clear value is added to existing national policy. 

“The White Paper raises many issues which require further, detailed discussion with 
stakeholders.” 
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3.11 The Minister goes on to comment in detail on each part of the White paper. He 
explains that the UK is in the forefront of action on some of the issues (such as countering 
violence and racism in sport); it will be happy to cooperate with other Member States; it 
has reservations about other parts of the Commission’s Action Plan; and it wishes to 
consult widely before reaching views on other parts. 

3.12 Commenting on the Commission’s proposals about action to counter doping, the 
Minister says [in paragraphs 16.5 and 16.6 of his Explanatory Memorandum] that: 

“The UK has, along with a number of other Member States, sought to limit the 
Commission’s proposals for a network of anti-doping organisations of Member 
States to an ‘informal’ arrangement, more akin to exchange of information rather 
than formal policy development. 

“This is not to diminish the importance of work in this area, nor its impact on EU 
Member States. It is more a recognition that we should not seek to unnecessarily 
duplicate existing and well-regarded anti-doping structures (eg Council of Europe, 
WADA [World Anti-Doping Agency], UNESCO). The membership of these groups 
already includes EU Member States, along with wider international representation, 
and provides an adequate and appropriate platform from which to address anti-
doping issues within, and outside, the EU. No significant benefits could be realised 
from an additional EU group.” 

3.13 The Minister also makes clear that the Government would be opposed to any proposal 
to require Member States to fund sport through a tax or levy on betting and states firmly 
that the setting of VAT rates for sport is a matter for each Member State to decide for itself. 
He also notes that the case for EC action to regulate the activities of Players’ Agents is 
currently unclear. 

3.14 Finally, the Minister tells us that: 

“The Government will maintain its dialogue, through regular meetings and 
correspondence, with sporting organisations, devolved authorities, non-
departmental public bodies and other Government Departments within the UK. It 
will also continue to discuss and consider the impact of the proposals contained in 
the White Paper with other EU Member States, and work with them where there are 
issues of mutual interest.” 

Conclusion 

3.15 We think it unlikely that the authors of the EC legislation on, for example, 
competition, the internal market, the free movement of people and sexual 
discrimination had its application to sport in mind when they adopted the measures. 
But the White Paper and the analysis of case law in Annexes I and II of ADD 3 show 
clearly that EC law is of major importance to sport in the EC. We believe that the 
Commission has performed a valuable service by drawing attention to this and 
providing a lucid explanation of the legal issues. 

3.16 But the Commission’s Action Plan goes far beyond the matters affected by existing 
EC law. Some of the proposals appear to duplicate action being taken through other 
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international organisations, such as the Council of Europe and UNESCO. Moreover, it 
appears questionable whether all the action the Commission has in mind is compatible 
with the requirements of subsidiarity. We can well understand, therefore, why the 
Government wishes to consult widely in the UK and to reflect on the proposals before 
reaching firm views on the Action Plan. We ask the Minister for a progress report by 
the end of November on the Government’s further consideration of the White Paper. 

3.17 In accordance with the power given to us by Standing Order 143(11), we ask the 
Culture, Media and Sport Committee for its Opinion on the Commission’s White 
Paper. 

3.18 We shall keep the White paper under scrutiny pending consideration of the 
Minister’s progress report and the Committee’s Opinion. 

 
 
 

4  Cotonou Agreement: the 10th European Development 
Fund 

(28807)  
11918/07  
COM(07) 410 

Draft Council Regulation on the Financial Regulation applicable to 
the 10th European Development Fund 

 
Legal base Article 62 of the Cotonou Agreement; QMV 
Document originated 16 July 2007 
Deposited in Parliament 19 July 2007 
Department International Development  
Basis of consideration EM of 31 July 2007 
Previous Committee Report None; but see (27384) 7625/06: HC 34–xxxix (2005–

06), para 8 (25 October 2006) and (27979) 14661/06: 
HC 41–i (2006–07), para 12 (22 November 2006) 

To be discussed in Council To be determined  
Committee’s assessment Politically important  
Committee’s decision Not cleared; further information requested 

Background 

4.1 The European Community (EC) and African, Caribbean and Pacific (ACP) 
Partnership Agreement signed in Cotonou on 23 June 2000 (the “Cotonou Agreement”) 
replaced the Lomé Agreement. It began on 1 March 2000 for a period of 20 years, with five-
yearly reviews. The first review was concluded in June 2005, with revisions that fell into 
three categories:  
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• New political and security concerns: new Articles concerning the fight against 
terrorism, combating the proliferation of weapons of mass destruction and co-
operation with the International Criminal Court;  

• Co-operation strategies: making the UN Millennium Development Goals24 the 
focus of ACP-EU cooperation and new provisions regarding support for ACP 
States facing post-conflict and post-natural disaster situations; and 

• Implementation procedures: in particular, clarifying the respective roles and 
responsibilities of ACP States and EC Delegations. 

4.2 The European Development Fund (EDF) is the main channel for EC aid to the ACP 
countries and the Overseas Colonies and Territories (OCT). It is separate from the main 
EC budget. Member States provide money using a different contribution key to the main 
budget and the Commission manages and disburses the money on their behalf.  

4.3 On 19 April and 25 October 2006, we considered the Council Decision that gave effect 
to the December 2005 European Council’s agreement on an EDF10 of €22,682 (£15,795) 
million. The main elements are: €18,940 (£13,189.4) million (83.5% of the total envelope) 
to finance national and regional indicative programmes; €2,242 (£1,561.2) million (9.9%) 
for intra-ACP and inter-regional programmes; and €1,500 (£1,044.6) million (6.6%) to 
finance the Cotonou Investment Facility which is managed by the European Investment 
Bank. Germany (20.5%), France (19.55%) and UK (14.82%) are the largest contributors. 
The UK share is €3,361.5 (£2,340 million: rising from £318 (€456.6) million in 2008 to £426 
(€611.7) million in 2013). In clearing the Council Decision, we endorsed the Minister’s 
determination, in the face of the continuing endeavour of the Commission (abetted by 
some Member States) to “budgetise” the EDF (i.e., incorporate it into the overall EU 
budget) by keeping this option open in the amended agreement, to re-affirm long-held UK 
opposition to such budgetisation.25 

4.4  Later, on 22 November 2006, we cleared an Implementing Regulation which stemmed 
from the Internal Agreement that, as well as establishing the EDF10, further defined the 
various financial envelopes and the contribution key for the Member States, set up the EDF 
Committee (representatives of the Member States and the Commission, with a similar 
Committee at the EIB for the management of the Investment Facility) and provided for the 
adoption by the Council, acting unanimously, of the implementing regulation and the 
adoption, by qualified majority, of a financial regulation.26  

 
24 The eight UN Millennium Development Goals (MDGs) that, in 2000, the UN set itself to achieve, most by 2015: 

eradicate extreme poverty and hunger; achieve universal primary education; promote gender equality; reduce child 
mortality; improve maternal health; combat HIV/Aids, malaria and other diseases; ensure environmental 
sustainability; develop a partnership for development — each with associated targets and benchmarks to measure 
progress. 

25 (27384) 7625/06: see HC34–xxxix (2005–06), para 8 (25 October 2006) for our full consideration of the Council 
Decision.  

26 (27979) 14661/06:see HC41–i (2006–07), para 12 (22 November 2006) for our full consideration of the Implementing 
Regulation. 
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The draft Financial Regulation 

4.5 In his helpful Explanatory Memorandum of 25 July 2007, the Parliamentary Under-
Secretary of State at the Department for International Development (Mr Gareth Thomas) 
says that, the other relevant documents having been agreed and having received the 
necessary scrutiny clearance, the Financial Regulation now needs to be agreed by Council 
before EDF10 can come into force on 1 January 2008.  

4.6 The legal basis for this proposal is Article 10(2) of the Internal Agreement of 17th July 
2006 between the Member States on the financing of Community Aid for the period 2008–
2013 in accordance with the Cotonou Agreement, which provides for a Financial 
Regulation to be adopted by the Council before the ACP-EC Agreement enters into force. 
The procedure for adoption is the Council acting by the qualified majority laid down in 
Article 8 of the Internal Agreement, after an opinion from the European Investment Bank 
and the Court of Auditors. 

4.7 He explains that, for EDF10, the Commission decided to simplify the regulatory 
coverage by separating what was covered by the former EDF9 Financial Regulation into 
two areas: the EDF10 Implementation Regulation (agreed by the Council in May 2007) 
covers programming and decision making and the EDF10 Financial Regulation is now 
restricted to financial matters, providing the detailed rules for the financial management of 
EDF10 and elaborating roles and procedures outlined in other relevant documents, such as 
the ACP-EC Agreement and Implementation Regulation. He says that the main elements 
of the regulation are detailed rules governing: 

• payment of Member States’ contributions to the fund; 

• the transfer of balances from previous EDFs; 

• roles and responsibilities of National and Community authorising and accounting 
officers; 

• internal and external auditing and the annual discharge (approval) of accounts by 
the European Parliament; 

• procurement procedures; and 

• procedures concerning EDF resources managed by the European Investment Bank. 

4.8 As well as replacing the Financial Regulation that governed the previous EDF (EDF9 — 
which ends on 31 December 2007), the Minister says that the new draft Regulation 
includes a number of modifications to bring it further into line with the Financial 
Regulation that applies to the general budget of the European Community (as revised on 
13 December 2006) and “also reflects the specificity of the EDF, the financing of which 
remains outside the EU budget.” 

The Government’s view  

4.9 The Minister says that the recitals in the Regulation’s preamble set out the background 
to the broader financial framework and “highlight the importance of the General Budget 
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regulation (as amended on 13 December 2006) as the basis of the Commission’s efforts to 
reform its internal financial management and the need therefore for the EDF Financial 
Regulation to be harmonised with this as far as possible”. He continues as follows: 

“We continue to support the Commission’s drive for coherent procedures between 
the EDF and the EC budget. We believe that the harmonisation of procedures 
between the two will assist in the effective management and implementation of 
programmes. In particular, it should make for more effective management of cross-
regional programmes which draw financial resources from both budget lines.  

“We welcome the efforts by the Commission to simplify the regulation, in particular 
by not repeating clauses contained in higher-ranking documents such as the ACP-
EC Agreement, EDF10 Internal Agreement and the Regulation applying to the 
General Budget. 

“Many of the differences between this EDF10 Financial Regulation and the former 
EDF9 Financial Regulation are minor changes or updating of text, in accordance 
with the efforts to harmonise and simplify as outlined above. However, we will seek 
clarification about some of the proposed clauses, notably: 

• “The implications of the proposed changes to the call for contributions for 
Member States. The current arrangement allows for three payments per 
year, allowing Member States to review the Commission’s needs and rate of 
disbursement throughout the year. The proposed change is for 12 monthly 
payments, based on one agreement with Member States at the end of the 
previous year. We will seek a detailed explanation for this change, and an 
analysis of the implications for the Commission (in particular in relation to 
the rate of disbursement) and Member State budgeting and administrative 
burdens (Article 58). We would like to see a system that allows for greater 
efficiency for the Commission’s budgeting and spending, whilst minimising 
the opportunities for excess payment to the Commission in advance of 
need, and minimising administrative burdens on all actors.  

• “Reassurance that, in order to more closely align with the provisions of the 
general budget financial regulation, removal in the new regulation of 
several references to the European Anti- Fraud Office (OLAF), does not 
alter that body’s role with regard to the EDF. 

• “That the new regulation will provide the same opportunities for Member 
States and others to co-finance programmes with the Commission, as is 
possible in the EDF9 regulation.” 

4.10 Looking ahead, the Minister says that discussions have recently begun in the ACP 
Working Group, with a view to the Presidency securing agreement on the Regulation 
before the end of the year.  
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Conclusion 

4.11 Though technical, we agree with the Minister that the points upon which he is 
seeking reassurance are important, relating as they do to the balance between the 
Commission and Member States in what remains highly politically, highly visible “non-
budgetised” activity, and a lack of clarity about the continuation of the present role of 
OLAF. We should be grateful if he would let us know when he is satisfied that they have 
been adequately addressed. 

4.12 In the meantime, we shall keep the Regulation under scrutiny, which we are 
reporting to the House in view of the widespread interest in EC development assistance. 

 
 
 

5  European Training Foundation 

(28845) 
12241/07 
COM(07) 443 

Draft Regulation establishing a European Training Foundation 
(Recast) 

 
Legal base Article 150 EC; co-decision; QMV 
Document originated 25 July 2007  
Deposited in Parliament 3 August 2007  
Department Innovation, Universities and Skills 
Basis of consideration EM of 6 September 2007  
Previous Committee Report None 
To be discussed in Council November 2007  
Committee’s assessment Legally and politically important 
Committee’s decision Not cleared; further information requested 

Background 

5.1 The European Training Foundation (ETF) was created in 1990 to help countries in the 
Caucasus and Central Asia, candidate countries and non-EU Mediterranean countries 
(“the partner countries”) to develop their vocational and educational training systems. The 
aim was to help candidate countries prepare for admission to the EU and the others to 
become market economies. 

5.2 The ETF is based in Turin. It advises the partner countries on their plans for vocational 
education and training and provides them with relevant information about good practice 
in the EU and elsewhere. The ETF also advises the Commission, EC delegations in partner 
countries, the European Agency for Development and EuropeAid.  
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5.3 The Commission is required to obtain an independent evaluation of the Foundation 
every three years. The latest evaluation was completed in 2006.27 Its main findings were: 

• the ETF had clear policy objectives and its work was in line with EU policies; 

•  the ETF had been able to influence reform in the partner countries and had 
provided its services efficiently and effectively;  

•  the ETF’s monitoring system did not adequately measure the quality of the 
Foundation’s services and its impact on reform; and  

• the ETF’s remit should be widened to include “Human Resource Development” 
and Lifelong Learning as well as vocational education and training. 

5.4 In 2006, the Council adopted a Regulation establishing the Instrument for Pre-
accession Assistance (IPA), a framework for giving financial assistance to candidate 
countries for membership of the EU (Croatia, Turkey and Macedonia) and prospective 
candidate countries (Albania, Bosnia, Montenegro and Serbia) between 2007 and 2013.28 
The Council also adopted a Regulation establishing the European Neighbourhood and 
Partnership Instrument (ENPI), a programme to give financial assistance to approved 
projects in Algeria, Armenia, Azerbaijan, Belarus, Egypt, Georgia, Israel, Jordan, Lebanon, 
Libya, Moldova, Morocco, Palestinian Authority, Syria, Tunisia and Ukraine.29 There is 
some overlap between the countries eligible for financial assistance from, on the one hand, 
the IPA and ENPI and, on the other hand, the countries which were eligible under the 
PHARE, TACIS, CARDS and MEDA programmes. Those four programmes provided 
financial support to East European and non-EU Mediterranean countries and countries of 
the former USSR. They expired at the end of 2006. 

5.5 Article 150(1) of the EC Treaty requires the Community to implement a vocational 
training programme which supports and supplements the actions of the Member States. 
Article 150(3) expressly requires the Community and Member States to “foster cooperation 
with third countries … in the sphere of vocational training”. Article 150(4) authorises the 
Council to adopt measures (excluding any to harmonise the laws of Member States) to 
contribute to the achievement of the Article’s objectives. 

The Recast Regulation 

5.6 In the light of the 2006 evaluation of the ETF, the adoption of the IPA and ENPI and 
developments in vocational and educational training, the Commission proposes that the 
ETF Regulation of 1990 should be repealed and “recast”. Some of the Articles of the 1990 
Regulation would be re-enacted; some would be amended; some would be omitted; and 
some new provisions would be added. The main changes would be to: 

• Widen the Foundation’s scope — at present it covers “initial and continuing 
vocational training as well as retraining for young people and adults, including in 

 
27 See 16835/06 (COM(06) 832). 

28 Regulation (EC) No. 1085/06: OJ No. L 210, 31.7.06, p.82. 

29 Regulation (EC) No. 1638/06: OJ No. L 310, 9.11.06, p.1. 
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particular management training”.30 The Commission proposes that the ETF’s 
revised objective should be “to contribute, in the context of EU external relations 
policies, to improving human resources development, in particular education and 
training in a lifelong learning perspective, and related labour-market issues”.31 

• Change the ETF’s geographical coverage — The Commission proposes that in 
future the ETF s activities should be focused on the countries eligible for support 
from the IPA and ENPI and on any other countries designated by the Foundation’s 
Governing Board, on a proposal from the Commission, in accordance with the 
priorities of EU external relations policies. 

• Redefine the ETF’s functions — in future, the Foundation would: 

• provide information and advice on human resources development issues in partner 
countries; 

• help build capacity in partner counties to develop human resources; 

• facilitate the exchange of information and experience among donors engaged in 
human resource development reform in partner countries;  

• support the delivery of Community assistance to partner countries for human 
resource development; 

• disseminate relevant information and good practice between the EU and partner 
countries and among partner countries; and 

• at the Commission’s request, contribute to the analysis of the overall  effectiveness 
of training assistance to partner countries. 

• Modernise the structure of the ETF’s Governing Board — at present, the Board is 
comprised of one representative of each Member State and two representatives of 
the Commission. In the Commission’s view, the Board has too many members to 
function efficiently. So it proposes that the number should be reduced to 15, made 
up of six representatives of the Member States, six representatives of the 
Commission and three representatives of the partner countries (who would be 
appointed by the Commission). Moreover, members’ term of office would be 
increased from three years to five and the Board would be chaired by one of the 
Commission’s representatives. Representatives of Member States and the 
Commission would have one vote each; the representatives of the partner countries 
would not have a vote.  

• Change the legal base — the legal base of the 1990 Regulation was (what is now) 
Article 308 of the EC Treaty.32 The Commission considers that the ETF’s revised 
remit, though wider than “traditional” vocational training, would remain closely 

 
30 Article 1 of the 1990 Regulation. 

31 Article 1 of the draft Regulation. 

32 Article 308 EC provides that if it is necessary to attain, in the course of the operation of the common market, one of 
the objectives of the Community and the Treaty has not provided the necessary powers, the Council may take 
appropriate measures. 
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related to EC policy “in this specific field”.33 Accordingly, the Commission says that 
Article 150 appears to provide the appropriate legal base for the recast Regulation. 

5.7 The Legislative Financial Statement attached to the draft Regulation says that the ETF’s 
total budget for 2008–13 would be €117.89 million. 

The Government’s view 

5.8 The Minister of State for Lifelong Learning, Further and Higher Education at the 
Department for Innovation, Universities and Skills (Bill Rammell) tells us that the 
Government supports the draft Regulation and, in particular, the proposed widening of the 
ETF’s scope and the Commission’s approach to the Foundation’s geographical coverage. 
The Government has concerns, however, about:  

• whether Article 150 of the EC Treaty is sufficiently wide to provide the legal base 
for all the functions the Commission proposes for the ETF; and 

• the arrangements for selecting the six representatives of the Member States. While 
the Government agrees that a Governing Board with fewer members would be 
conducive to more effective decision-making, it considers that appropriate 
selection criteria should be specified in the Regulation.  

Conclusion 

5.9 We welcome the Government’s intention to question whether Article 150 of the EC 
provides a sufficient legal base for the draft Directive. We ask the Minister to keep us 
informed of the discussions on the question. 

5.10 The Commission’s explanatory memorandum provides no justification for the 
proposal that the Commission should have as many representatives (six) as the Member 
States on the Governing Board. Nor does it provide any justification for the proposals 
that the Commission should appoint all three representatives of the partner countries 
and that the Commission should chair the Board. We shall not be able to form a view 
on these proposals until we have seen a full explanation of them. We should be grateful, 
therefore, if the Minister would seek the Commission’s explanation and tell us what it 
is, together with his comments. 

5.11 Pending the Minister’s reply, we shall keep the document under scrutiny. 

 
 

 
33 Commission Explanatory Memorandum, page 5, section 5, third paragraph. 
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6  Customs 

(28210) 
5048/07 
COM(06) 866 

Draft Regulation amending Council Regulation (EC) No 515/97 on 
mutual assistance between the administrative authorities of the 
Member States and cooperation between the latter and the 
Commission to ensure the correct application of the law on customs 
and agricultural matters 

 
Legal base Articles 135 and 280 EC; co-decision; QMV 
Department Revenue and Customs 
Basis of consideration Minister’s letter of 26 July 2007 
Previous Committee Report HC 41–viii (2006–07), para 3 (30 January 2007) 
To be discussed in Council Not yet known 
Committee’s assessment Politically important 
Committee’s decision Not cleared, further information awaited 

Background 

6.1 Council Regulation (EC) No 515/97 is the legal basis for mutual assistance between the 
administrative authorities of the Member States with responsibility for ensuring the correct 
application of the law on customs and agricultural matters. The Regulation includes 
provision for a database, the Customs Information System, which is used by the relevant 
authorities to post alerts of risks of irregular operations by transmitting information for the 
purposes of sighting, reporting, discreet surveillance or specific controls. This draft 
Regulation is to amend Regulation (EC) No 515/97 to reflect subsequent changes in other 
relevant instruments which impact on the Regulation and, more substantively, to introduce 
enhancements to the Regulation to improve the ability of Member States and the 
Commission to more effectively prevent, investigate and prosecute operations that are in 
breach of customs and agricultural legislation. 

6.2 When we considered this proposal in January 2007 we commented that we could see 
that this proposal might add to the effectiveness of the present Regulation governing 
mutual assistance between the administrative authorities of the Member States. But we 
noted the Government’s reservations on a number of matters and asked, before 
considering the document further, to hear about developments on these issues during 
negotiations, particularly in relation to both data protection and the proposed European 
data directory. Meanwhile we did not clear the document.34 

The Minister’s letter 

6.3 The Financial Secretary to the Treasury (Jane Kennedy) writes now that detailed 
discussion of this proposal in the Council’s Customs Union Group finally commenced in 
June 2007 but is making slow progress. However she adds that the Portuguese Presidency 

 
34 See headnote. 
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has indicated that concluding discussions will be one of its priorities and the Commission 
has reported that it expects the First Reading of the proposal in the European Parliament to 
take place in September 2007. 

6.4 As for the substance the Minister tells us that: 

• several Member States, including the UK, have expressed concerns about the 
definition of customs legislation in the proposal, which as drafted extends to VAT 
and would be unacceptable to the Government; 

• there are associated questions as to whether the correct legal base has been cited; 

• Member States have also raised questions and concerns about the plans or the 
creation of a central data directory of public and private sector databases relating to 
movement of goods. The Commission has agreed to prepare a presentation to 
inform further debate on this; and 

• on data protection issues generally, discussions are still in the very early stages, but 
all are agreed that it is important to achieve clarity as to which data protection 
legislation applies and when. 

Conclusion 

6.5 We are grateful to the Minister for this update. However until there is greater clarity 
about the outcome on the points we noted previously and on the new point on the 
definition of customs legislation, on all of which the Minister will undoubtedly be 
reporting to us in due course, the document remains uncleared. 
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7  Financial services 

(28816) 
11978/07 
+ ADDs 1–2 
COM(07) 361 

Draft Directive on the taking-up and pursuit of the business of 
insurance and reinsurance: Solvency II 

 
Legal base Articles 47(2) and 55 EC; co-decision; QMV 
Document originated 10 July 2007 
Deposited in Parliament 23 July 2007 
Department HM Treasury 
Basis of consideration EM of 7 August 2007 
Previous Committee Report None 
To be discussed in Council Not yet set 
Committee’s assessment Politically important 
Committee’s decision Not cleared, further information awaited 

Background 

7.1 In order to facilitate the single market for financial services there is Community 
legislation relating to prudential supervision of life and non-life insurance, reinsurance, 
insurance groups and winding up, which is contained in 13 Directives: 

• Council Directive 64/225/EEC of 25 February 1964 on the abolition of restrictions 
on freedom of establishment and freedom to provide services in respect of 
reinsurance and retrocession;35 

• First Council Directive 73/239/EEC of 24 July 1973 on the coordination of laws, 
regulations and administrative provisions relating to the taking up and pursuit of 
the business of direct insurance other than life assurance;36 

• Council Directive 73/240/EEC of 24 July 1973 abolishing restrictions on freedom 
of establishment in the business of direct insurance other than life assurance;37 

• Council Directive 76/580/EEC of 29 June 1976 amending Directive 73/239/EEC on 
the coordination of laws, regulations and administrative provisions relating to the 
taking up and pursuit of the business of direct insurance other than life assurance;38 

• Council Directive 78/473/EEC of 30 May 1978 on the coordination of laws, 
regulations and administrative provisions relating to Community co-insurance;39 

 
35 OJ No. 56, 4.4.64, p. 878. Directive as amended by the Act of Accession 1972. 

36 OJ No. L 228, 16.8.73, p.3. Directive as last amended by Directive 2005/68/EC of the European Parliament and of the 
Council (OJ No. L 323, 9.12.05, p.1). 

37 OJ No. L 228, 16.8.73, p.20. 

38 OJ No. L 189, 13.7.76, p.3. 

39 OJ No. L 151, 7.6.78, p.25. 
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• Council Directive 84/641/EEC of 10 December 1984 amending, particularly as 
regards tourist assistance, the First Directive 73/239/EEC on the coordination of 
laws, regulations and administrative provisions relating to the taking-up and 
pursuit of the business of direct insurance other than life assurance;40 

• Council Directive 87/344/EEC of 22 June 1987 on the coordination of laws, 
regulations and administrative provisions relating to legal expenses insurance;41 

• Second Council Directive 88/357/EEC of 22 June 1988 on the coordination of laws, 
regulations and administrative provisions relating to direct insurance other than 
life assurance and laying down provisions to facilitate the effective exercise of 
freedom to provide services and amending Directive 73/239/EEC;42 

• Council Directive 92/49/EEC of 18 June 1992 on the coordination of laws, 
regulations and administrative provisions relating to direct insurance other than 
life assurance (third non-life insurance Directive);43 

• Directive 98/78/EC of the European Parliament and of the Council of 27 October 
1998 on the supplementary supervision of insurance undertakings in an insurance 
group;44 

• Directive 2001/17/EC of the European Parliament and of the Council of 19 March 
2001 on the reorganisation and winding-up of insurance undertakings;45 

• Directive 2002/83/EC of the European Parliament and of the Council of 5 
November 2002 concerning life assurance;46 and 

• Directive 2005/68/EC of the European Parliament and of the Council of 16 
November 2005 on reinsurance.47 

7.2 The legislation in relation to solvency matters was updated on an interim basis in 2002 
under the rubric Solvency I. 

The document 

7.3 This draft Directive is intended to establish a framework, Solvency II, to revise, amend 
and consolidate the present legislation governing the prudential regulation of insurance 
and reinsurance companies operating in the Community. The proposal has four main 
objectives: 

• deepening the single market for insurance and reinsurance; 

 
40 OJ No. L 339, 27.12.84, p.21. 

41 OJ No. L 185, 4.7.87, p.77. 

42 OJ No. L 172, 4.7.88, p.1. Directive as last amended by Directive 2005/14/EC of the European Parliament and of the 
Council (OJ No. L 149, 11.6.05, p. 4). 

43 OJ No. L 228, 11.8.92, p. 1. Directive as last amended by Directive 2005/68/EC (OJ No. L 323, 9.12.05, p.1). 

44 OJ No. L 330, 5.12.98, p. . Directive as last amended by Directive 2005/68/EC (OJ L 323, 9.12.2005, p. ). 

45 OJ No. L 110, 20.4.01, p.28. 

46 OJ No. L 345, 19.12.02, p.1. Directive as last amended by Council Directive 2006/101/EC (OJ No. L 363, 20.12.06, p. 
238). 

47 OJ No. L 323, 9.12.05, p.1. 
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• enhancing policyholder protection; 

• improving the international competitiveness of Community insurers and 
reinsurers; and 

• improving insurance and reinsurance regulation in furtherance of the 
Commission’s better regulation agenda. 

7.4 The draft Directive is based on a three-pillar approach similar to that used in the Basel 
II banking accord;48 

• Pillar I covers principles for the valuation of insurers assets and liabilities, in 
particular the liabilities to their policyholders. It also sets capital requirements and 
defines what kinds of capital are eligible to meet those requirements. Pillar I 
provides for a harmonised standard formula for insurers and reinsurers to use in 
calculating their capital requirements, and subject to supervisory approval allows 
the use of insurers own internal models to calculate the main capital requirement 
which Solvency II will impose; 

• Pillar 2 defines qualitative requirements that insurers and reinsurers will be 
required to meet as part of the process of supervisory review of their business by 
regulators. All firms regulated by the draft Directive will be required to undertake 
an assessment of the risks to their business, the adequacy of their capital resources 
and to determine the appropriateness of their internal governance; and 

• Pillar 3 sets out requirements on disclosure of information that firms will have to 
release both to regulators and publicly. Insurers and reinsurers will be required to 
produce annually a public report which will include information on capital and 
risk management. 

In addition to specifying these requirements for insurance and reinsurance companies, the 
draft Directive also includes provisions for the supervision of insurance and reinsurance 
groups. 

7.5 In preparing the draft Directive the Commission utilised the Lamfalussy arrangements 
for developing Community legislation for the financial services sector.49 The Commission’s 
proposal would be a first level framework Directive setting out high-level principles and 

 
48 The original Basel Accord, Basel I, was agreed by the Basel Committee on Banking Supervision, an institution created 

by the central bank governors of the Group of Ten nations. It helped to strengthen the soundness and stability of 
the international banking system as a result of the higher capital ratios that it required. Basel II is a revision of the 
existing framework, which aims to make it more risk sensitive and representative of modern banks’ risk 
management practices.  

49 The Lamfalussy processes are a four-level approach to regulation of the Community financial services industry. At 
the first level the European Parliament and Council adopt legislation, setting framework principles and the 
Commission’s implementing powers, on the basis of Commission proposals on which it is advised by sector-specific 
committees of high-level representatives of Members States chaired by the Commission. At the second level sector-
specific committees of national regulators prepare and advise on implementing measures to be adopted by the 
Commission. At this level the committees of high-level representatives perform a “comitology” role (comitology 
procedures regulate exercise by the Commission of implementing powers conferred on it by the Council and the 
European Parliament and are essentially intended for detailed measures to implement Community legislation) of 
voting on the Commission’s implementing measures before their adoption. At the third level the committees of 
national regulators work on strengthening co-ordination of regulation, for instance by establishing common 
interpretations of legislation and peer group review of regulatory practice. At the fourth level the Commission 
strengthens compliance with and enforcement of EU rules. 
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requirements that constitute the core of the new prudential system. The draft Directive 
gives the Commission the power to develop second level implementing measures, which 
will specify the technical detail of the system. 

The Government’s view 

7.6 The Economic Secretary to the Treasury (Kitty Ussher) says that the Government 
supports the Solvency II project, noting that the current Directives are widely perceived to 
be out of date and in need of fundamental revision. She comments that: 

• for life and non-life insurance the legislation dates back to the 1970s and since then 
there have been fundamental changes in the insurance sector, financial markets, 
the approach to accounting for financial institutions, risk management techniques 
and best practice in the conduct of prudential supervision; 

• these changes have been reflected in the prudential requirements for UK insurers 
and reinsurers that were introduced by the Financial Services Authority (FSA) in 
2004; 

• these standards are imposed alongside the existing Directives and typically are 
more demanding both in terms of the quantity of regulatory capital insurers and 
reinsurers are required to hold and in terms of the level of sophistication with 
which they are expected to assess their risk profile; 

• the framework for prudential supervision proposed in Solvency II is broadly 
consistent with the FSA’s approach — this should limit the burden on the UK 
industry of the transition to Solvency II; and 

• implementation of Solvency II will lead to significantly more harmonised 
prudential standards across the Community, materially reducing the risk that 
insurers and reinsurers in the UK face a competitive disadvantage through higher 
domestic regulatory requirements. 

7.7 The Minister continues that the Government views the Commission’s proposed 
Directive as enabling a step-change in the quality of the Community’s supervisory 
framework for insurers and reinsurers and that its core principles are the right ones for the 
Solvency II project. She says five key areas in the draft Directive are: 

• a requirement that insurers value their assets and liabilities on a market consistent 
basis, including liabilities to policyholders, and that the value of options and 
guarantees are taken into account; 

• risk-sensitive capital requirements which reflect diversification between risks, 
leading to a more efficient use of capital by insurers and reinsurers across the 
Community; 

• requirements for firms to assess their own risks and ensure they achieve high 
standards of internal governance, which should improve the quality of risk 
management across the industry as a whole; 
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• ability, subject to supervisory approval, of firms to use an internal model to 
calculate their main capital requirement, which can therefore be tailored more 
closely to the specific risks of the insurer’s business; and 

• an innovative approach to the supervision of insurance and reinsurance groups 
which is broadly consistent with the position advocated by the Treasury and the 
FSA.50 

7.8 Of the actual draft Directive the Minister says the Government considers that the 
Commission’s broad thrust is appropriate, but there are some areas of detail where it 
intends to propose amendments. She adds that substantial negotiations in the Council are 
anticipated, in particular on two major issues. On the first of these, the supervision of 
insurance and reinsurance groups, the Minister comments that this is a sensitive issue 
because the draft Directive determines the balance of responsibilities between the group 
supervisor of the parent company and the supervisor of a subsidiary company, including 
where the companies are located in different Member States. The Commission proposes a 
significant step towards consolidating supervision in the hands of the group supervisor and 
focussing on capital requirements at the group level. The Government supports this 
approach but it is likely that this will be a controversial issue for some Member States. 

7.9 The second issue arises because Solvency II is to impose capital requirements at two 
levels but the structure and calibration of the lower requirement, the Minimum Capital 
Requirement, has not been precisely determined in the present text. The Minister says the 
Minimum Capital Requirement is a key element of the framework — an insurer whose 
capital resources fall below this level will be liable to have its authorisation withdrawn. She 
adds that the Commission’s proposals on this are yet to be finalised and are dependent on 
the results of a third “Quantitative Impact Study”, a Community-wide study to assess the 
impact of Solvency II. 

7.10 The Minister tells us that the Commission has conducted an impact assessment of the 
Solvency II proposal, including a description of the benefits and an analysis of the 
administrative costs for the Community’s insurance industry. She says that: 

• a key constraint on this analysis is that the draft Directive only outlines the 
principles and core elements of the Solvency II regime; 

• the actual costs for the insurance sector will be influenced strongly by the detail of 
the Lamfalussy second level implementing measures; 

• the Commission plans impact assessments for the key second level implementing 
measures; 

• the estimate presented by the Commission for implementation costs of Solvency II 
for the whole Community insurance sector is €2.0–3.0 billion (£1.3–2.0 billion) and 
€0.3–0.5 billion (£0.2–0.3 billion) annually for on-going costs. The Commission 
does not estimate what share of these costs would be incurred by insurers and 
reinsurers in the different Member States. But if the shares were proportionate to 

 
50 See the discussion paper “Supervising insurance groups under Solvency II” HM Treasury and Financial Services 

Authority, November 2006. 
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the relative size of Member States’ markets in life and non-life insurance the UK 
insurance industry would incur just under one quarter of the overall Community 
costs; 

• it will only be possible to assess the costs for the UK insurance sector more fully 
once data from the third Quantitative Impact Study is available, which will provide 
information both on administrative costs for companies and on the costs they 
incur in holding sufficient capital to meet regulatory requirements. Publication of a 
regulatory impact assessment based on this data is scheduled for later this year; and 

• as the government has already implemented a prudential regime for the UK 
insurance sector which is broadly similar to Solvency II some of the costs of 
implementing the proposal may have already been incurred. However it would be 
incorrect to assume that adapting to the new Community-wide framework will not 
entail substantial costs for UK insurers. 

7.11 The Minister continues that the benefits of Solvency II for the UK insurance sector are 
likely to be: 

• a more harmonised approach to prudential supervision of insurers and reinsurers 
across the Community, reducing the risk that UK companies face a higher 
regulatory burden than insurers and reinsurers located in other Member States; 

• a system of supervision based on one set of principles and rules replacing the 
current dual application of the existing Directives and the FSA’s domestic 
requirements; and 

• for UK insurance groups operating in other Member States a streamlined approach 
to group supervision reducing administrative costs for groups and allowing them 
to use their capital more efficiently. 

She adds that, for the Community as a whole, additional benefits are likely to flow from: 

• a more robust insurance sector, providing stronger policyholder protection 
combined with more efficient use of capital; 

• improved returns on insurers’ asset portfolios, from removal of quantitative 
restrictions on asset allocation; 

• stronger risk management and a more realistic valuation of insurance liabilities by 
firms; 

• improved international competitiveness of the insurance and reinsurance industry; 

• improved product design and, in some areas, lower costs for some types of 
insurance products; and 

• increased transparency of firms’ performance to customers and the markets. 

7.12 The Minister also mentions transitional and on-going administrative costs for the 
FSA, relating to implementation and operation of the Solvency II regime in the UK. She 
says that while it is not possible to give a robust estimate of these costs it is reasonable to 
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expect that they will lie in the range of costs incurred by the FSA to implement its own 
prudential regime for the insurance sector and the costs incurred in its implementation of 
the Capital Requirements Directive for the banking sector. On this basis the FSA’s one off 
costs would be in the range £1.8 million to £12.5 million, with ongoing annual costs of 
between £400,000 and £1.9 million. 

7.13 Finally the Minister tells us that the Government has consulted extensively on the 
Solvency II project with the UK insurance industry, in particular the Association of British 
Insurers. The Treasury and the FSA have published two discussion papers51 and a further 
consultation document is planned for later this year, which will include an analysis of the 
costs and benefits for the UK insurance sector. 

Conclusion 

7.14 This proposed comprehensive updating of Community legislation on regulatory 
supervision of the insurance sector is clearly important, with the potential for benefits 
both for customers generally and for the UK industry. We think the draft Directive and 
Solvency II generally should be examined further in a European Standing Committee 
debate. 

7.15 However we do not think the time for such a debate is yet ripe. In particular we 
should wish, before making a formal debate recommendation, to be able to report on: 

• the regulatory impact assessment resulting from the third Quantitative Impact 
Assessment; 

• the response to the third Treasury/FSA consultation document; 

• progress on the amendments to the draft Directive the Government is 
proposing, particularly any which are proving difficult; and 

• progress on the issue of supervision of insurance and reinsurance groups and 
on the finalised details of the Minimum Capital Requirement. 

Given the possibility, we understand, that negotiations of the draft Directive may 
conclude before the end of 2008, we should like to hear further from the Minister on 
these four points before the end of May 2008, so that we may recommend a timely 
debate on the basis of more complete information. 

7.16 Meanwhile the document remains uncleared.  

 
 
 

 
51 “Solvency II: a new framework for prudential regulation of insurance in the EU” and “Supervising insurance groups 

under Solvency II”, February 2006 and November 2006 respectively. 
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8  Taxation 

(28824) 
12010/07 
SEC(07) 958 

Commission Recommendation to the Council to authorise the 
Commission to begin negotiations on the Community’s participation 
in the work of the International Tax Dialogue 

 
Legal base Articles 181a(3) and 300(2); —; unanimity 
Document originated 11 July 2007 
Deposited in Parliament 25 July 2007 
Department HM Treasury 
Basis of consideration EM of 31 July 2007 
Previous Committee Report None 
To be discussed in Council Not yet set 
Committee’s assessment Politically important 
Committee’s decision Not cleared, further information awaited 

Background 

8.1 The International Tax Dialogue (ITD) is a forum between the OECD, the IMF and the 
World Bank. Its aims are to: 

• encourage dialogue among participants on tax matters, in order to provide all 
countries with information to consider in their deliberations on taxation policy and 
administration; 

• identify and share good tax practice; 

• coordinate tax-related activities currently under way to avoid duplication; and 

• provide useful information for technical assistance in tax matters.  

The ITD has no rules of association or legal status and is governed by a written agreement 
between the three organisations.  

The document 

8.2 The Commission has been invited to join the ITD as a fourth participating organisation 
representing the interests of Member States. Membership would require a contribution 
from the Community Budget of €130,000 (£87,272) annually for a five year period. In this 
document the Commission recommends that the Council authorises it negotiate its 
participation in the ITD. 

The Government’s view 

8.3 The Exchequer Secretary to the Treasury (Angela Eagle) comments: 
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• to the extent the ITD programme concerns issues which are within the acquis of 
the Community the subsidiarity test is met but to the extent the ITD’s agenda 
encompasses areas of the tax system that remain a matter for Member States the 
subsidiarity test would clearly not be met by the Commission recommendation; 

• the Government is generally supportive of the ITD’s activities in the area of 
administrative cooperation and the sharing of best practice. But the forum’s aims 
and scope go beyond tax administration and cover the full range of tax matters. 
The Community does not have sufficient legal competence to represent Member 
States with third parties on matters that remain subject to national competence, 
such as tax policy; 

• Article 181a EC says that “within their respective spheres of competence, the 
Community and The Member States shall cooperate with third countries and with 
the competent international organisations.” Consequently effective participation in 
the ITD forum by the Community would require an extension of the Community 
competence over tax policy matters. The Government does not support this; 

• the Commission presents the proper functioning of the internal market as one of 
the main arguments in support of its proposal for engaging with the ITD. The 
Government is not convinced that in practice Community membership would help 
to realise that objective to any significant extent. Moreover Article 181a EC would 
not be an appropriate legal base for that objective; and 

• the Government is not convinced that proposed budget for joining the ITD would 
be a valuable use of Community resources — the cost would offer little benefit to 
Member States or the Community’s interests as a whole. 

8.4 The Minister summarises the Government’s view as: 

“… supportive of the ITD’s activities in the area of administrative cooperation and 
sharing of best practice. However, [the Government] believes that the OECD, IMF 
and the World Bank are sufficient and suitable members for representing the UK’s 
interests within ITD, and is not convinced that the membership of the Community 
as proposed in this recommendation would deliver any significant benefit and would 
also represent an unwelcome extension of Community competence in the field of 
taxation.” 

Conclusion 

8.5 Given that matters dealt with by the International Tax Dialogue are almost wholly 
outside Community competence and that this proposal is subject to unanimity, we 
presume that the Government will ensure the possibility of Community membership 
and the proposed role for the Commission come to naught. We should be grateful if the 
Minister would confirm that this will be the case. Meanwhile we do not clear the 
document.  
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9  European Information and Network Safety Agency 

(28677) 
10340/07 
COM(07) 285 

Commission Communication: Evaluation of the European Network 
and Information Security Agency 

 
Legal base — 
Department Business, Enterprise and Regulatory Reform 
Basis of consideration Minister’s letter of 24 July 2007 
Previous Committee Report HC-41 xxviii (2006–07), para 2 (4 July 2007) 
To be discussed in Council To be determined 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

9.1 With communications networks and information systems an essential factor in 
economic and social development, and the security and resilience of communication 
networks and information systems of increasing concern to society, the European Network 
and Information Security Agency (ENISA) was established in 2004, for a period of five 
years. Its main goal is “ensuring a high and effective level of network and information 
security within the Community, (...) in order to develop a culture of network and 
information security for the benefit of the citizens, consumers, enterprises and public 
sector organisations of the European Union, thus contributing to the smooth functioning 
of the internal market.”52 Its organisation consists of a management board (Member State, 
Commission and stakeholder representatives), an executive director and a permanent 
stakeholders’ group, to liaise with and offer advice about the Agency work programme.  

9.2 The Commission recalls that, following an initial period in Brussels during the start-up 
phase, on 1 September 2005, the Agency moved to Heraklion, this having “been decided by 
the Greek Government further to the Decision taken at the European Council meeting on 
12–13 December 2003 to locate the Agency in Greece”. 

9.3 The tasks conferred on the Agency are:  

— analysing current and emerging risks to the resilience of electronic communications 
networks and on the authenticity, integrity and confidentiality of those 
communications; 

— developing “common methodologies” to prevent security issues; 

— contribute to raising awareness; 

— promoting exchanges of “current best practices” and “methods of alert” and risk; 

 
52 Regulation (EC) No 460/2004 of the European Parliament and of the Council of 10 March 2004 establishing the 

European Network and Information Security Agency — OJ No. L 77, 13.3.04, p.1. 
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— assessment and management activities;  

— enhancing cooperation between those involved in the area of network and information 
security; 

— assisting the Commission and the Member States in their dialogue with industry to 
address security-related problems in hardware and software products; and 

— contributing to Community efforts to cooperate with third States and, where 
appropriate, with international organisations to promote a common global approach to 
network and information security: 

“thereby contributing to the development of a culture of network and information 
security”.53 

9.4 Article 25 of the ENISA Regulation requires evaluation of the Agency by the 
Commission before March 2007. To this end, the Commission “shall undertake the 
evaluation, notably to determine whether the duration of the Agency should be extended 
beyond the period specified in Article 27” (that is, five years). Furthermore, “the evaluation 
shall assess the impact of the Agency on achieving its objectives and tasks, as well as its 
working practices and envisage, if necessary, the appropriate proposals.” 

The Commission Communication  

9.5 The Communication presents the findings of an evaluation of the Agency by an 
external panel of experts and the recommendations of the ENISA Management Board 
regarding the ENISA Regulation. It also makes an appraisal of the evaluation report and 
launches a public consultation.54  

Objectives and scope 

9.6 The principal objective was “to assess the impact of the Agency on achieving its 
objectives and tasks, as well as its working practices”. It assessed “the potential to impact at 
national and international levels, together with lessons learnt useful for the work 
programme development and the possible re-orientation of the Agency scope”. The 
evaluation also “analysed the capacity built by the Agency and the networks built with 
stakeholders”. It focussed on: 

— Relevance and utility: the consistency of the Agency’s scope, objectives and tasks with 
the needs of stakeholders; 

— Efficiency and effectiveness and impact: use of budget and human resources, distribution 
of results; use of external expert knowledge pools, and networking; the added value of 
the ENISA activities; and 

— Lessons for the future: input and ideas among key stakeholders on what should be the 
future priority initiatives and tasks; how to optimise synergies with other EU level 

 
53 As reiterated in the judgment of the ECJ, sections 56 and 57. 

54 The full report is at http://ec.europa.eu/dgs/information_society/evaluation/studies/s2006_enisa/docs/final_report.pdf.
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institutions and activities; how to enhance synergies with stakeholders in Member 
States and industry. 

Findings and Recommendations 

9.7 The evaluation report55 confirms the validity of the original rationale and goals. All 
activities are found to be in line with its work programme. However, those activities appear 
insufficient to achieve the high level of impacts and value added hoped for, and visibility is 
below expectations. Problems affecting the ability of the Agency to perform at its best 
concern its organisational structure, the skills mix and the size of its operational staff, the 
remote location, and the lack of focus on impacts rather than on deliverables. “Many of 
these problems have roots in the ambiguities or the choices of the original Regulation, and 
the chances for a successful future for ENISA depend on a renewed political agreement 
among the Member States, built on the lessons learned and the achievement of the first 
phase of the Agency”. 

9.8 ENISA’s potential contribution to the functioning of the internal market is appreciated 
by stakeholders and expected to grow, especially regarding the duplication of activities in 
the network and information security (NIS) field between the Member States (MS) and the 
Commission and the harmonisation of policy and regulations. Most stakeholders feel that 
closing the Agency when the mandate expires in 2009 would represent a significant missed 
opportunity for Europe, and have negative consequences for NIS and the smooth 
functioning of the internal market. On the other hand, they also believe that change is 
needed in the Agency’s strategic direction and structure. 

9.9 The overall picture is set out most vividly in the SWOT Analysis reproduced below: 

STRENGTHS WEAKNESSES 

— MS and Commission mandate 

— Good start in building relationships 

— Staff competence 

— Lack of vision, focus and flexibility 

— Uneasy relationship between Management 
Board and Agency 

— Location problem for recruitment and 
networking 

 
55 The report is available at the following website: 

http://ec.europa.eu/dgs/information_society/evaluation/studies/index_en.htm 
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OPPORTUNITIES THREATS  

— Increasing importance of security in the EU 

— Unique position to respond to security 
coordination needs 

— Global alliances look for EU counterpart 

— Launching new projects with high 
relevance in the security field 

— Becoming a reference point for all the MS 

— If effectiveness is not improved, rapid 
weakening and loss of reputation 

— High turnover is weakening the staff 

— Contradictory expectations from MS and 
between MS and stakeholders 

— Misperception of role and goals by 
external stakeholders 

 

9.10 The Commission summarises the evaluation panel recommendations on the future of 
ENISA after 2009 as follows: 

— the mandate of the Agency should be extended after 2009, maintaining its original 
main objectives and policy rationale, but taking into account the current experience; 

— the Regulation should be revised, to reflect ENISA’s original strategic role and to clear 
ambiguities about its profile. The Regulation should not define in detail the operational 
tasks of the Agency to allow for flexibility in adapting to the evolution of the security 
environment; 

— the Agency’s size and resources should be increased (up to 100 persons approximately) 
in order to reach the necessary critical mass; 

— the role of the Management Board should be revised in order to improve governance; 

— the appointment of a high-profile figure, well recognised in the NIS environment, who 
could act as an ambassador, to help increase ENISA’s visibility; and 

— “recommendations regarding the location of the Agency in Heraklion”.  

9.11 The Panel discusses the location question in depth. It says the negative consequences 
of the location on networking activities should be examined closely. In the short term, it 
would like to see improved flight connections and greater support from local authorities to 
counter the negative consequences on recruitment and retention. But “these decisions 
should be taken without preventing in any way the possibility to make a more radical 
choice about the location after 2009. Here, it recommends that: 

— the feasibility be seriously considered of moving the Agency from Heraklion to Athens 
or “another EU city with an international environment and greater proximity to the 
security environment main knowledge centres”; 

— as an alternative, opening a liaison office in Brussels or a city “with high relevance for 
the security environment” should be considered; 
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— the concept of a “networked agency” with small headquarters and a few distributed 
offices “hosted by some of the main actors of security” be explored; and 

— examples of successful organizations with networking and think-tank activities be 
examined to learn from their management practices, even if they are not EU agencies. 
An example cited is EIPA (European Institute for Public Administration), “which, in 
addition to its main headquarters has antennas in other cities, acting as competence 
centres”. 

9.12 The Commission says that it largely agrees with the overall findings. It notes that a 
number of important difficulties seem to be of a structural nature “stemming from 
ambiguity in the interpretation of its Regulation and the suboptimal level of human 
resources available to the Agency”. It goes on to say that “the misalignment between the 
interpretation of the Regulation by the Agency staff and by the Management Board may … 
hinge on the lack of a shared vision of ENISA among the Member States”. Here, the 
evaluation report is very clear “and highlights the diverse needs of Member States 
concerning network and information security”. The 2004 and 2007 enlargements are seen 
as having “exposed ENISA and its operation to higher expectations and demands than 
those that had been anticipated when the agency was established”. The advent and 
convergence of more sophisticated and advanced communication and wireless 
technologies and the fast evolving nature of threats have also contributed to transform the 
environment in which ENISA operates. These developments need to be given due 
consideration when reflecting on the future of ENISA and deciding how the EU member 
States and stakeholders should cooperate to cope with new challenges for network and 
information security. 

9.13 The importance of enhancing ENISA’s contacts and working relations with 
stakeholders and Member States’ centres of expertise is “a key finding”: in particular, “the 
lack of regular and effective networking activities with the existing European scientific, 
technical and industrial communities and sectors is considered as a main impediment for 
ENISA to position itself in this area and exercise its role as defined in its Regulation”.  

9.14 The Commission recalls that “the seat has been established by decisions of the Heads 
of State and Government and of the Greek Government”. But, for the external panel of 
experts, “the current location is, in this regard, not helping ENISA as it makes it more 
difficult to establish regular and continuous working contacts with scientific, technical and 
industrial communities and sectors as well as to attract and keep key domain experts who 
may have the profile and personality to establish these contacts. Similar arguments hold for 
what concerns the working relations and contacts with Member States laboratories and/or 
technical centres.” 

Next Steps 

9.15 The Commission said that its public consultation and impact assessment, including a 
cost/benefit analysis, on the extension and the future of the Agency would “complete the 
inputs and comments needed to fully and transparently decide on a possible extension of 
ENISA”. It would then inform the Council and the European Parliament of the results. The 
avenues to be explored would include whether to extend the mandate of the Agency or to 
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replace it by another mechanism, such as a permanent forum of stakeholders or a network 
of security organisations. Regarding extending the mandate, the consultation will focus on: 

— what decisions need to be taken on the optimal operational size in order to enhance its 
networking capability and take on more tasks; 

— how to make its remit more precise, so as to support the networks and information 
security components of the electronic communication regulatory framework, in the 
context of the current overall review; 

— clarifying how the Agency should work with National Regulatory Agencies, other MS 
centres of expertise and the private sector, to define requirements and responses to 
current and future electronic networks security and integrity challenges; and 

— ensuring focus on impacts rather than deliverables in order to achieve a maximum 
added value for the internal market. 

9.16 The 7 detailed questions related to these topics are included in the Communication. 

Previous consideration 

9.17  We considered the Communication on 4 July on the basis of an unusually thin and 
uninformative Explanatory Memorandum from the then Minister of State for Industry and 
the Regions (Margaret Hodge). All she had to say was that the Government had supported 
the Agency and believed it to be “vitally important that the EU continues to improve the 
way it manages the security of networks and the information that is transmitted through or 
is stored on them”. She described the UK as “one of several Member States that were 
cautious that the Agency should not impact on national sovereignty in relation to security”, 
which caution “is reflected in the review clause that is unique to this Agency”. She 
concluded by saying that the Government welcomed the wider public involvement in 
considering the continued need for and direction of the Agency, and that the Government 
would consider its position on the future of the Agency, in the light of the results of this 
exercise and whatever Commission proposals emerged in due course. 

9.18 We concluded that the picture painted in the Communication was of an agency 
created on an unsound basis, which was compounded by it then being sited in the wrong 
place for the wrong reasons. We found the then Minister’s response thus far disappointing 
and unsatisfactory, suggesting that the UK had no interest in the question, but was content 
to let the Commission and others take the lead and then react, notwithstanding the present 
unsatisfactory state of affairs. We felt that what we needed to know are the Government’s 
views now, not when the consultation was over and the Commission had decided what to 
do. We asked to know in particular what the Minister’s understanding was of the structural 
difficulties to which the Commission referred, and more about what was contained in the 
somewhat Delphic references to ambiguities in the interpretation of the Regulation, the 
“suboptimal level of human resources available to the Agency”, “the misalignment between 
the interpretation of the Regulation by the Agency staff and by the Management Board” 
and “the lack of a shared vision of ENISA among the Member States”. We also asked for 
the Minister’s views on the Report’s recommendations, particularly on the location of the 
Agency and the suggestion that it might need another 100 staff. 
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9.19 In short, we asked what the Government thinks should be done about ENISA and the 
challenges posed for network information security in the EU.  

9.20 In the meantime, we retained the Communication under scrutiny. 

The Minister’s letter  

9.21 The new Minister has responded in his letter of 24 July 2007, which he hopes will 
address our concerns so that the document can be cleared from scrutiny. He continues as 
follows: 

“I noted your conclusion that the Agency was created on an unsound basis and that 
the problem was compounded by the choice of location. The basis of the Agency is 
the Regulation (460/2004) which sets out its objectives and tasks. While we objected 
strongly to the legal base of Article 95 of the Treaty and in my previous time in this 
Department I had to abstain from voting for the Regulation for this reason — we 
were content that the focus of the Agency was appropriate for this important subject. 
While I will not pretend that Crete would have featured in our thinking for a 
location, it was, nevertheless, the clear decision of the Heads of State and 
Government in deciding on the location of Agencies that the Government of Greece 
should be responsible for selecting the location of ENISA. You will note from the 
footnote on page 8 of the Communication that the Commission implicitly accept 
that this is not an issue that can be addressed in the review process. I believe that to 
the extent that the location poses challenges for the operation of the Agency, these 
have to be addressed by the Agency’s management in the normal course of business. 

“I was also surprised by the suggestion that the UK was not playing a role in the 
review of the Agency and had no interest. Perhaps it was not clear from the 
Communication but the structure of the Agency and the review process has enabled 
us to play a full role. First, the UK’s Board Member — an official in my Department 
— was interviewed at length by the review team from IDC who have reported to the 
Commission. Secondly, the Board itself has to both give operational orientations to 
the Agency as well as its views on possible changes to the founding Regulation. This 
work has been done and the UK Board Member was asked to lead that work on 
behalf of the Board. Both pieces of work draw on the good field work done by IDC 
but they cannot be seen as accepting all of the IDC recommendations. The 
orientations seek to address concerns, also highlighted by IDC, about the 
prioritisation of activities and the relatively high proportion of resources in the 
Agency devoted to administrative matters. The orientations also suggest a new 
approach to the way in which professional resources are applied and suggest a more 
project-oriented approach to achieving goals. 

“The Board’s report on the longer-term future of the Agency reflected a consensus 
that the need for an Agency had not been effectively challenged to date, that the 
management structure was basically sound but that the Regulation could move to a 
more outcome-based approach and give greater direction on how to engage 
stakeholders. The Board would not — for the reasons outlined above — make 
recommendations on the location of the Agency. Nor would it make 
recommendations on the future resources. The Board noted IDC’s ideas for 
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increasing the staff numbers but felt that such an increase could only be justified 
through a proposal that clearly outlined what the added value would be of such an 
increase. The Board could not accept the idea that there was some sort of minimum 
critical mass for a European Agency. 

“Your letter asks for my views on some quotes from the Communication that derive 
from views expressed in the IDC report. I have covered the question of resources. 
The idea that there is a ‘lack of a shared vision of ENISA among the Member States’ 
reflects the fact that many Member States have joined the EU since the Agency was 
created and might have favoured a more operational role for the Agency. This may 
be an issue to be addressed when and if we come to renegotiate the Regulation. The 
IDC report does helpfully set out our position on this point: ‘It is well known that 
some of these MS were wary of possible interference and overlapping of 
competencies by the Agency, particularly because of the closeness of the NIS themes 
with national security activities, which are firmly in the national domain. Their 
vision of the role of ENISA is more articulated than that of the other MS, and they 
are more demanding of in terms of the value added which should be created by the 
Agency.’ 

 “The quote about ‘the misalignment between the interpretation of the Regulation by 
the Agency staff and by the Management Board’ was a mystery to us. There have 
been robust discussions between the Board and the Executive Director, but this is 
indicative that the management structure works. We have not detected any 
fundamental disagreement on what the Regulation means. We have told the 
Commission that we were surprised that they should have made this point. 

“In conclusion, I think Margaret Hodge presented you with a concise description of 
our position on the Agency and the relevance of this document. It is, after all, an 
interim report designed to increase the stakeholder input to the consideration of the 
future of the Agency. I will, of course, submit a more detailed EM when the 
Commission make substantive recommendations on the future of the Agency”. 

Conclusion 

9.22  Though seeking loyally to defend his predecessor’s “concise description of our 
position on the Agency and the relevance of this document”, the Minister’s reply 
contains the sort of comprehensive statement of the Government’s position that was 
initially absent. 

9.23 Lamentable as it might seem, the evaluation report’s main concern, i.e., ENISA’s 
inappropriate location, is plainly off limits, for the same reason that it was put there in 
the first place, i.e., its political nature. It is important that any future such decision is 
not left to one Member State to determine when the interests of all Member States are 
concerned. 

9.24 In the meantime, we note that there is no appetite for more staff, and that the 
Government will resist any move to make ENISA more operational. What is needed 
now are proposals that show how ENISA, despite its unhelpful location, can be 
developed so as to fulfil its tasks efficiently, effectively and economically. We note with 
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approval the government’s wariness of possible interference with and overlapping of 
competencies by the Agency with national security activities which are firmly in the 
national domain, and its position among those who are “more demanding of in terms 
of the value added which should be created by the Agency”, and trust that it will be 
reflected in proposals for the Agency’s future. 

9.25 We note that the Minister will submit a detailed EM when the Commission make 
substantive recommendations on the future of the Agency. We trust that, unlike his 
predecessor’s, it will summarise and assess the Commission’s proposals, and outline the 
Government’s views, fully. 

9.26 We now clear the document. 

 
 
 

10  European Charter on the Rights of Energy 
Consumers 

(28775) 
11573/07 
COM(07) 386 

Commission Communication: Towards a European Charter on the 
Rights of Energy Consumers 

 
Legal base — 
Document originated 6 July 2007 
Deposited in Parliament 10 July 2007 
Department Business, Enterprise & Regulatory Reform 
Basis of consideration EM of 5 September 2007 
Previous Committee Report None, but see footnotes 57 and 58 
To be discussed in Council No date set 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

10.1 Although two Directives adopted in 200356 seek to open up the Community markets 
for electricity and gas, the Commission says that there is broad consensus that market 
mechanisms alone cannot ensure that the best interests of consumers in the energy sector 
are met, and that the Directives in question therefore provide for public service obligations 
and consumers rights. It also recalls that it included in two earlier Communications in 
January 2007 — An Energy Policy for Europe,57 and Prospects for the Internal Gas and 

 
56 Directives 2003/54/EC and 2003/55/EC concerning respectively common rules for the internal market in electricity and 

the internal market in natural gas. 

57 (28276) 5282/07: see HC 41–x (2006–07), para 2 (21 February 2007). St Co Deb, European Standing Committee, 24 
April 2007, cols 3-24. 
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Electricity Market58 — a commitment to ensure that consumer interests are fully taken into 
account, with the highest possible standards of public services in energy being applied 
across the Community. The Commission says that, with the full opening of these markets 
taking effect from 1 July 2007, this is an appropriate moment to pursue this issue, and it has 
therefore sought in this Communication to suggest ways in which this might be done, 
including in particular the establishment of an Energy Consumers’ Charter. 

The current document 

10.2 The Communication notes the importance of energy in ensuring social and territorial 
cohesion, economic stability and sustainable development; reiterates that existing 
Community legislation already enables Member States to impose public service obligations 
on companies, so long as these meet common European objectives and comply with the 
principles59 laid down in Directives 2003/54/EC and 2003/55/EC; but suggests that the 
Community needs to go further in tackling “energy poverty”, particularly as regards the 
most vulnerable consumers, arising from such factors as high prices, opaque billing 
arrangements, and unjustified metering arrangements. 

10.3 It accordingly suggests that these issues should be addressed through a European 
Charter on the Rights of Energy Consumers, which should focus on the following four 
aspects raised in the Energy Policy Communication by: 

• assisting in establishing schemes to help the most vulnerable Community citizens 
deal with increases in energy prices; 

• improving the minimum level of information available to citizens to help them 
choose between suppliers and supply options; 

• reducing paperwork when consumers change supplier; and 

• protecting consumers from unfair selling practices. 

10.4 It also believes that better consumer rights should include improvements in 
enforcement; in information on energy efficiency measures and patterns of behaviour; in 
consumer representation; and in access to adequate levels of energy and reasonable prices. 
In addition, the Commission says that electricity and gas consumers must have the right to 
transparent, comparable and enforceable contract structures, that they must be able to 
switch supply free of charge, that they must have access to a well functioning dispute 
settlement mechanism, and that the effective implementation of consumer rights depends 
upon their having the means and knowledge to make rational choices. 

10.5 More specifically the Commission proposes that such a Charter should outline further 
action which might be taken in nine areas, which it describes as crucial to consumers’ 
rights and interests. These are connection; contracts; process, tariffs and monitoring; free 
choice of supplier; information; complaints; representation; social measures; and unfair 
commercial practices. It adds that the principle of shared responsibility should play an 

 
58 (28278) 5232/07: see HC 41–x (2006–07), para 19 (21 February 2007). 

59 Such as clear definition, transparency, non-discrimination, verifiability and equal treatment, including equal access 
to consumers for all companies. 
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important part, with all the parties involved having a role to play, and it has therefore 
invited comments from the widest possible range of stakeholders. The Commission also 
stresses that the Charter would not be a legal document, though it says that it does not 
exclude the possibility that the current consultation might also lead to it putting forward 
legislative proposals if this appeared likely to reinforce consumer rights. 

The Government’s view 

10.6 In his Explanatory Memorandum of 5 September 2007, the Minister of State for 
Employment Relations and Postal Affairs at the Department of Business, Enterprise & 
Regulatory Reform (Mr Pat McFadden) says that the document has no direct policy 
implications, since the resulting Charter would publicise existing protective measures, but 
that the Government nevertheless welcomes it as helping to promote consumer confidence 
in the internal market. He adds that the Government’s response to the Communication 
will indicate that it sees this as a useful compilation of existing measures, but that it will also 
make clear that those measures which the Community has already taken in this area are 
sufficient, especially while the internal market is developing. At the same time, the Minister 
adds that Member States should be free to augment consumer protection measures on a 
national basis, so long as this does not restrict competition. 

Conclusion 

10.7 This document appears to represent a useful initiative, and one which we therefore 
think it right to draw to the attention of the House. That said, it does not in our view 
raise issues which require further consideration, and we are accordingly clearing it. 
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11  Review of industrial policy 

(28781) 
11686/07 
COM(07) 374 
 
+ ADD 1 

Commission Communication: Mid-term review of industrial policy 
— A contribution to the EU’s growth and jobs strategy 
 
 
Commission staff working paper: Developments since the 2005 
Commission Communication on industrial policy 

 
Legal base — 
Document originated  4 July 2007 
Deposited in Parliament 12 July 2007  
Department Business, Enterprise and Regulatory Reform 
Basis of consideration EM of 30 July 2007  
Previous Committee Report None 
To be discussed in Council September 2007  
Committee’s assessment Politically important 
Committee’s decision Cleared 

The document 

11.1 In 2005, the Commission issued a Communication (the 2005 Communication) 
making proposals for action to strengthen the manufacturing industry in the EU.60 The 
proposals were endorsed by the Council and the European Parliament. The Commission 
was asked for a progress report in 2007. This document is the Commission’s response. It: 

• describes the current state of EC manufacturing industry; 

• reports on the implementation of the 2005 Communication; and 

• outlines action the Commission will take between 2007–09. 

The current state of manufacturing industry 

11.2 The Commission says that, in general, manufacturing industry in the EC is healthy 
and making a substantial contribution to economic growth and employment. For example, 
manufacturing accounts for about a fifth of the EC’s total output and 73% of EC exports. 
Productivity in manufacturing industry grew by 2.9%, on average, between 2001 and 2006, 
compared with 1.1% for the EC economy as a whole. The EC has maintained a 15% share 
of world trade in manufactured goods, while the USA’s share has declined. 

11.3 On the other hand, manufacturing productivity growth was higher in the USA. High-
tech goods represent 27% of the USA’s exports but only 18 % of the EC’s. Some products 

 
60 (26913) 13143/05 + ADDs 1–3: see HC 34–ix (2005–06), para 9 (9 November 2005) and HC 34–xvii (2005–06), para 9 (1 

February 2006). 
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made in the EC are subject to heavy regulation, hindering their competitiveness. For some 
purposes, R&D in the EC is at a disadvantage compared with the USA because of the 
fragmentation of businesses between Member States, the diffusion of research facilities and 
research workers and the lower proportion of private sector investment in research.  

11.4 According to the Commission staff working document : 

“Globally the EU manufacturing sector is performing well and is taking full 
advantage of the favourable business cycle. Nonetheless, the challenges of 
globalisation, technological change and Europe’s environmental goals are likely to 
intensify in the coming years.”61 

Progress report on the implementation of the 2005 Communication 

11.5 The 2005 Communication proposed seven policy initiatives which would be relevant 
to manufacturing industry generally. They included, for example, initiatives on intellectual 
property rights and legislative simplification. The Commission also proposed a number of 
sector specific initiatives, bringing together experts from the businesses and public 
authorities on, for example, pharmaceuticals, mechanical engineering and space. The 
Commission says that some of the initiatives have already had an appreciable impact on 
policy development. For example, the CARS21 initiative led to legislative proposals to 
extend the European whole-vehicle type-approval system. (ADD 1 provides a detailed 
commentary on progress so far.) Other initiatives are still in progress or are soon to begin. 

Action between 2007–09  

11.6 In the Commission’s view, there is no need for a fundamental change to the industrial 
policy set out in the 2005 Communication. But some of the challenges facing 
manufacturing industry in the EC have grown in importance. So the document outlines 
further work the Commission will be doing to strengthen and support EU businesses. It 
includes: 

•  simplifying and improving EC regulation; 

• promoting innovation and competitiveness through the way European standards 
organisations set standards; 

• fostering cross-border networks of businesses and research bodies (“clusters”) to 
support innovation and competitiveness; 

• promoting sustainable production and consumption (for example, by encouraging the 
development of low-carbon energy-efficient products and services and international 
markets for them); 

• safeguarding and improving access by EC manufacturers to natural resources and raw 
materials; 

 
61 ADD 1 page 8, paragraph 2.2.4. 
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• encouraging structural changes by manufacturing industry to adapt to globalisation 
and technological change and to help the workers involved to re-train and find 
employment; and 

• promoting innovation and competitiveness in specific industries through studies, 
private-public partnerships and other initiatives. 

The Government’s view 

11.7 The Minister for Competitiveness at the Department for Business, Enterprise and 
Regulatory Reform (Mr Stephen Timms) tells us that the Government regards the 
Commission’s progress report as a positive and constructive piece of work. The 
Government supports the Commission’s approach to improving the business 
environment. It also agrees with the Commission’s analysis of the main challenges facing 
EU businesses and about the areas which may be appropriate for action by the 
Community. 

11.8 The Minister says that he expects the Competitiveness Council to discuss the 
document, and perhaps agree Conclusions on it, either on 27–28 September or 22–23 
November. 

Conclusion 

11.9 We share the Government’s view that the Communication is useful. It is both a 
progress report and an outline of the further work the Commission will be doing over 
the next few years to promote the competitiveness of EU manufacturing industry. It 
does not seek approval of new EC legislation or additional expenditure by the 
Community. We are content to clear the document with this short report to the House. 
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12  The internal market for electronic communications 

(28795) 
11807/07 
COM(07) 401 
+ ADD 1 

Commission Communication: Consolidating the internal market 
for Electronic Communications 

 
Legal base — 
Document originated 11 July 2007 
Deposited in Parliament 17 July 2007 
Department Business, Enterprise and Regulatory Reform  
Basis of consideration EM of 31 July 2007 
Previous Committee Report None; but see (28521) 8108/07 HC41–xxii (2006–07) 

para 13 (16 May 2007) and (28519) 8089/07 HC41–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 

12.1 The main aim of the new legislative package for electronic communications62 
introduced in 2003 was a lighter, but comprehensive and technology-neutral, framework, 
based on competition law principles. It also aimed to streamline the entire regulatory 
process by limiting ex ante regulation63 to what is strictly necessary and by rendering the 
regulatory process as transparent as possible. It adapted the existing rules to take account of 
the convergence between telecommunications, information technology and media in 
evolving markets, where the same services can be delivered over a variety of platforms and 
received via a range of different terminals. Consultation and cooperation are key features, 
in the light of the increased flexibility given to National Regulatory Authorities (NRAs) to 
choose the most appropriate tools for dealing with regulatory concerns as they arise. The 
five main Directives are: 

• Directive 2002/21/EC, the Framework Directive, contains the rules and principles 
which apply horizontally to all the activities covered by the other, specific, 
directives. It focuses particularly on the responsibilities and powers of the NRAs, 
the foundation of the new regulatory system.  

 
62 “Electronic communications” includes telecommunications (fixed and mobile), radiocommunications and internet 

networks and services (e.g. email) but not content. 

63 Under ex ante, prior control is exercised, with the action in question being reviewed and approved before it is 
taken, rather than being examined subsequently. 
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• Directive 2002/20/EC, the Authorisation Directive, is intended to reduce the 
regulatory burdens on market access and to ensure more consistent treatment of 
operators and different technologies.  

• Directive 2002/19/EC, the Access and Interconnection Directive, aims to ensure that 
relations between operators are left as far as possible to competitive market forces, 
while giving flexible powers to NRAs to intervene where necessary.  

• Directive 2002/22/EC, the Universal Service Directive, provides NRAs with the 
necessary powers to protect users’ interests in situations where competition and 
market forces are the most effective means to satisfy user needs generally. 

• Directive 2002/58/EC, the E-Privacy Directive, the main elements of which are 
controls on sending unsolicited direct marketing communications by email, SMS, 

fax and automated calling machines; rules on the use of cookies64 by website 
operators; general data retention rules; and rules on the use and retention of 
communications traffic and location data. 

12.2 Development of radio spectrum policy also contributes to the implementation of the 
eCommunications regulatory framework and is based on the Radio Spectrum Decision 
676/2002/EC  which co-ordinates and supports the radio spectrum needs of EU policies 
and initiatives in such sectors as communications, R&D and broadcasting. 

12.3 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. 

12.4 On its website, the Commission explains that the Framework gives it powers to 
oversee the national regulatory measures, by way of the consultation and transparency 
procedures provided for under Article 7 of the Framework Directive, which require NRAs 
to conduct a “national” and a “Community” consultation on the regulatory measures they 
intend to take — comprising definition and analysis of relevant markets and the proposed 
imposition or removal of regulation on undertakings providing electronic communications 
networks or services — prior to adoption; the Commission may comment on the draft 

 
64 Often used by website operators to save customers time when customers revisit the operator’s website to place a 

new order, cookies contain information that is automatically sent from the operator’s website and stored on the 
user’s PC during the user’s first connection to that site, which allows the operator to identify the user’s profile on 
any subsequent connection made from that PC to the website. 
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measures, and in certain cases, exercise its veto power requiring their withdrawal; and that 
more detailed procedural rules are set out in the Commission’s Recommendation on 
notifications, time-limits and consultations.65 

12.5 As the Commission notes in the Communication, regulatory decisions are adopted by 
the NRAs but “the review mechanism at EU level safeguards internal market objectives”, 
where the role of the Commission under Article 7 “is decisive in helping to (i) ensure 
consistent regulation across the EU; (ii) to limit regulation to markets which will not 
become competitive without regulatory intervention; and (iii) to bring more transparency 
in the regulatory process.”66 

The Commission Communication  

12.6 The Communication reviews the effectiveness of the “Article 7” process. In a helpful 
Explanatory Memorandum of 31 August 2007, the Minister of State for Competitiveness at 
the Department for Business, Enterprise and Regulatory Reform (Stephen Timms) recalls 
that: NRAs (Ofcom in the UK) have responsibility to review competition in 18 markets to 
determine whether any undertaking has significant market power (SMP); national 
regulators can also review additional national markets, subject to the Commission’s prior 
approval; and the Commission has the power to overrule the SMP decision by national 
regulators if it believes that the market review was not carried out in accordance with the 
competition principles set out in the 2002 framework and/or it disagrees with the finding 
or not of SMP. He explains that if an undertaking (e.g. BT in the UK) is found to have SMP 
in a particular market, the national regulator must impose effective remedies on the 
dominant player to neutralise any unfair advantage in that market; the Commission is 
notified of the remedies but does not have the authority under the framework to veto 
national remedies.  

12.7 A Commission Staff Working Document, which accompanies the Communication, 
reviews in detail the progress of market reviews in each Member State. Annex I gives a 
summary of the Article 7 notification process and investigation phases; Annex II is a table 
of notification progress (the UK has notified all markets, except 17 — mobile international 
roaming — which has been dealt with via a separate Commission Regulation); Annex III 
gives an overview of the state of market reviews and remedies proposed by regulators; and 
Annex IV (the bulk of the 532 pages) goes into detail about the progress of market reviews 
and remedies for each market in every Member State. 

The Internal Market for e-communications 

12.8 The Minister agrees with the Commission that, whilst many operators are present in 
more than one country, most markets in the e-communications (ecomms) sector are 
national: “the critical national markets for cross-border operators are wholesale rather than 
retail, where the main issue is getting fair and reasonably priced access to national 
monopoly networks to deliver international communications contracts, as opposed to 

 
65 See http://ec.europa.eu/information_society/policy/ecomm/article_7/index_en.htm for full details of the Article 7 

process. 

66 Commission Communication 11807/07, page 3. 
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wanting to offer retail calls or broadband to national businesses and consumers. Effectively 
regulated national wholesale markets are therefore essential for businesses and, by 
extension, citizens, to benefit from an open and competitive ecomms single market.” 

Market definition and market analysis 

12.9 The Minister explains that, under the regulatory framework, “markets have to be 
defined according to competition law, taking utmost account of the principle of technology 
neutrality”. He judges that the Commission’s oversight of the procedure has ensured that 
national regulators have defined markets and determined SMP in a consistent way, 
including a clear decision on whether an upgrade to higher bandwidth services constitutes 
a new market (and agrees with the Commission that an upgrade is not a new market). 

12.10 He goes on to say that: 

“Informally, (i.e. not as part of the Article 7 process), the European Regulators Group 
(ERG) also looks at national market reviews, SMP decisions and proposed remedies 
as part of its harmonisation and best-practice role, offering advice to national 
regulators where appropriate. In 2007 the ERG’s influence has led to some national 
regulators withdrawing market review and remedy notifications where it has advised 
that the market review is incompatible with the framework competition principles. 
This has shown that the ERG is beginning to play a more central and positive 
guiding role in national regulators’ market notifications.” 

Remedies 

12.11 The Minister says that the Commission “is concerned that remedies in different 
Member States are not sufficiently consistent, even where national market conditions are 
similar. This can, and in some Member States has, adversely affected the competitiveness of 
international businesses”. He continues as follows: 

“In general, the Commission believes that national regulators should focus regulation 
on access to wholesale markets and that retail regulation can be withdrawn when the 
associated wholesale access market is effectively regulated. The benefits of the single 
market will be felt where operators have fair, timely and reasonably priced access to 
wholesale markets, such that they can still turn a profit at the retail level and compete 
with the dominant player on winning national and international customers.  

“One of the most critical areas for effective wholesale regulation is access to the “last 
mile” local loop network to offer a range of services including innovative and 
competitive broadband. This part of the network is almost exclusively owned and 
run by a dominant player in this market as the cost of investing in duplicate 
infrastructure is prohibitively expensive.  

“Ofcom in the UK dealt with BT’s dominance in wholesale access to the local loop, 
via regulated functional separation under the UK Enterprise Act. This brought 
Openreach into existence, which operates independently within BT Group to offer 
equivalent access to BT’s local loop infrastructure to all telecoms companies. Since 
the Ofcom/BT agreement in 2004 we have seen a huge increase in investment in local 
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loop unbundling infrastructure and innovative services bringing greater choice and 
lower prices to and businesses consumers. While this remedy has been most effective 
in the UK it is not an available remedy under the current framework for regulators 
who, unlike Ofcom, do not have concurrent sector-specific and competition powers. 
We understand the Commission is considering including a basic functional 
separation remedy in a revised regulatory framework and we support this, provided 
it is not too prescriptive to allow for legitimate national differences, nor mandated.” 

12.12 Summing up, the Minister says that the Commission has found that the Article 7 
process and its role in reviewing national market reviews has contributed significantly to 
the coherent implementation of the regulatory framework, in particular with regard to 
market definition and market analysis: “However, it also found that in certain areas, such 
as the imposition of remedies, there is scope for increasing the consistency of remedies 
across the EU to reach an internal market for electronic communications.” 

The Government’s view  

12.13  The Minister says that, although there are no direct policy implications arising from 
this report, the Commission is due to publish proposals this autumn to change the current 
legislative framework: 

“There is a strong possibility that the Commission will ask for greater authority over 
national decisions (e.g. remedies) as the best way to ensure a level playing field across 
the EU. This report, in part, sets the scene for the Commission’s forthcoming 
proposals and likely direction of the Commission’s current thinking on the changes 
required may be gleaned from the conclusions of the report, where it concludes there 
is more that could be done to improve the process.  

“Any changes to the regulatory framework will not come into force in Member States 
until 2009/10. Coming into affect much earlier — most likely when the proposals are 
published later this year — will be new versions of the texts of two 
Recommendations under the framework, one on relevant markets and another on 
the Article 7 procedure. 

“In the absence of the Commission’s published proposals, including justification for 
any additional remit, we remain unconvinced by the need for greater Commission 
involvement in national market reviews and remedies.”  

12.14 Looking ahead, the Minister says that the Commission’s proposals for legislative 
changes to the regulatory framework are expected to be published in late October (having 
been delayed since February, then July) and that, assuming there are no more significant 
delays, we can expect to receive a further Explanatory Memorandum on those proposals in 
November/December. 

Conclusions 

12.15  Although it is, as the Minister says, a scene-setting document, and what will be 
important are any subsequent proposals, we are reporting it to the House because of 
the widespread interest in electronic services and communications, and endorse the 
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Minister’s sceptical approach towards the notion of greater Commission involvement 
in national market reviews and remedies. 

12.16 We now clear the document. 

 
 
 

13  Schools for the 21st century 

(28800) 
11808/07 
SEC(07) 1009 

Commission staff working document: “Schools for the 21st 
century” 

 
Legal base — 
Document originated 11 July 2007  
Deposited in Parliament 18 July 2007 
Department Children, Schools and Families 
Basis of consideration EM of 20 September 2007  
Previous Committee Report None 
To be discussed in Council No date set 
Committee’s assessment Politically important 
Committee’s decision Cleared; but further information requested 

The document 

13.1 The purpose of the Commission’s consultation document is to invite views on ways to 
improve the education of school-age children. 

13.2 The Commission begins by noting that Member States are responsible for the 
organisation and content of their education and training systems. The EC’s role is to 
support Member States’ activities. The Community is currently doing so in two main ways: 
by facilitating the exchange of information on good practice; and by providing financial 
support for educational projects from the Lifelong Learning Programme. 

13.3 The Commission stresses the importance of school education for the achievement of 
the Lisbon strategy for economic growth and employment, the well-being of the individual 
and the good of society. The consultation document notes, however, that there are wide 
disparities between Member States in the provision of education in schools and that work 
is needed to improve, for example, the literacy of boys and to reduce the number of 
children who leave school prematurely.  

13.4 Against this background, the Commission invites responses to two questions: 

•  what action is required in the respondent’s Member State to provide the quality of 
school education necessary for the 21st century; and 
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• on which aspects of school education might cooperation at European level help 
Member States to modernise their systems? 

The Commission also invites respondents to structure their comments around some or all 
of eight issues, such as: how can schools equip all children with all the key competences 
they will need for adult life? Responses are requested by 15 October. The Commission will 
hold a Conference in November to discuss the replies with a view to the production of a 
Commission Communication early in 2008. 

The Government’s view 

13.5 The Minister of State for Schools and Learners at the Department for Children, 
Schools and Families (Jim Knight) tells us that: 

“The Government is keen to ensure that the Commission does not use this 
consultation to try to extend its responsibility regarding Member States’ education 
and training systems. We shall therefore use the consultation as an opportunity to 
remind the Commission of national competence for education and training and to 
identify what actions could usefully take place at European level. These actions are 
likely to be limited to a continued focus on peer learning and networking activities as 
well as the gathering of statistics; better use and dissemination of such networking 
and statistics; and improved comparison between the EU and third countries, 
particularly the leading OECD countries.”  

Conclusion 

13.6 We share the Minister’s view that any action arising from the Commission’s 
consultation document should be voluntary and driven by the Member States. We 
recognise, however, the potential benefits of the exchange of information on the 
questions posed by the Commission.  

13.7 We are content to clear the document from scrutiny. We should be interested to 
see the UK’s responses to it and ask the Minister to provide us with copies. 
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14  EU Aid for Trade 

(28544) 
8390/07 
+ ADD 1 
COM(07) 163 

Commission Communication: Towards an EU Aid for Trade strategy 
— the Commission’s contribution 

 
Legal base — 
Deposited in Parliament 16 April 2007 
Department International Development  
Basis of consideration Minister’s letter of 23 July 2007 
Previous Committee Report HC41–xviii (2006–07), para 9 (25 April 2007) 
Discussed in Council 14–15 May General Affairs and External Relations 

Council  
Committee’s assessment Politically important 
Committee’s decision Cleared, but further information requested  

Background 

14.1 The Commission defines Trade-Related Assistance (TRA) as “funding or advice 
provided to support the trade capacity building efforts of developing countries”.67 The 
objective of TRA, or Aid for Trade, is to support all developing countries, in particular the 
least developed (LDCs), in their efforts to reform and to adjust to the world trading system. 
Aid for Trade recognises that in order for countries to benefit from trade liberalisation they 
need to improve their capacity to trade. Aid for Trade includes support for capacity to plan 
and implement trade-related polices and build up competitive capacity in productive 
sectors, enhance the investment and business climate and develop markets. Projects can 
target assistance with the World Trade Organisation (WTO) negotiations, customs 
reforms, transport, communications, and energy infrastructure improvements, product 
safety schemes, clearer rules and support to private companies in export markets.  

14.2 The WTO General Council adopted Aid for Trade recommendations in October 
2006. The EU Aid for Trade strategy aims to set out a road map for implementing them 
and fulfilling specific Commission and Member State commitments, made in 2005, that 
they would strive to increase their “trade related assistance” to €2 billion (£1.36 billion) per 
annum by 2010 — €1 billion (£0.68 billion) annually from the Commission, and €1 billion 
annually from the Member States.  

14.3 The Communication, which we considered on 25 April, is the Commission’s 
contribution to further expanding EU support for Aid for Trade, with a view to adoption of 
a joint Commission and Member State strategy by the Council in the second half of 2007, 
as agreed by the Council in October 2006. In his 16 April Explanatory Memorandum, the 

 
67 See http://ec.europa.eu/trade/issues/global/development/trta/index_en.htm for further information. 
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Parliamentary Under-Secretary of State at the Department for International Development 
(Mr Gareth Thomas) welcomed it as a framework for the full joint Aid for Trade strategy , 
which would hold EU donors to account for their commitments and ensure that Aid for 
Trade was “delivered coherently and effectively in line with best agreed development 
practice”. But, apart from the UK, no other Member State had made public trade related 
commitments; he was lobbying other Member States to fulfil their promises in this regard, 
which would be particularly important because, with the Commission already spending 
close to €1 billion annually on TRA, the bulk of additional assistance — around €700m per 
year (£476 million) by 2010 — would need to come from the Member States. 

14.4 He also noted that the Africa, the Caribbean and Pacific (ACP) countries want a 
strong link between Aid for Trade and the adoption of EPAs. However, while the 
Communication clearly stated that Aid for Trade was not dependent or conditional upon 
any trade agreement, the text was ambiguous, implying that such a link should be made; he 
wanted to avoid any conditionality because he believed development funds should be 
allocated based only on countries’ development needs, and not be linked to the signing of 
any particular trade agreement. He was therefore advocating that the Council make a clear 
statement reaffirming that there was no link between Aid for Trade and EPAs, and would 
continue to press this point when the strategy itself was developed.  

14.5 Finally, the Minister said that the UK had argued that Aid for Trade should be 
delivered through existing mechanisms, but remained open to considering the new notion 
of regional funds to encourage regional integration, as presented in the Communication, if 
the Commission were to present a detailed proposal. 

14.6 With the Communication due to be considered at the 14–15 May biennial 
“development” GAERC, we cleared it but asked the Minister to write, after the 13–14 May 
“development” GAERC, with his assessment of how these central issues then stood and 
provide an outline of the process thereafter towards the elaboration of the final Strategy, 
which — because of the centrality of trade in development — said that we were minded to 
recommend for debate ahead of its final adoption. 

The Minister’s letter  

14.7 With his letter of 17 July the Minister encloses a copy of the Council Conclusions 
together with a copy of the Conclusions relating to Economic Partnership Agreements 
(EPAs). 

14.8 In its Conclusions on aid for trade, the Minister says that the Council: 

• reaffirmed its collective commitment to reach €2 billion (£1.357m) per annum in 
aid for trade assistance by 2010;  

• emphasised the principles of aid effectiveness and the importance of enhancing the 
pro-poor focus and quality of aid for trade including a special focus on women and 
initiatives such as ‘fair trade’ and ILO standards; 

• acknowledged that aid for trade does not depend on EPAs and agreed that the 
strategy “will indicate the overall share of the Community and collective Member 
States’ increase of TRA [trade related assistance] available for needs prioritised by 
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ACP partners. The spend will reflect policy and programming decisions at country 
and regional levels”; and 

• agreed to improve the quality of monitoring and reporting at global, donor and 
partner levels in line with the new OECD monitoring system. 

14.9 He says that: 

“The Conclusion at bullet three above reflects a tension between Member States and 
the Commission. The Commission wants to see a clear link between the EU aid for 
trade commitments and agreed EPAs while Member States want to avoid any linking 
to the signing of any particular trade agreement. The strategy, which will be agreed as 
the next part of the process, will therefore include an indication of the share of the €2 
billion commitment that will be available to the ACP countries as a group. We also 
expect the strategy to include a statement that EU aid for trade is not conditional on 
any trade agreement.”  

14.10 With regard to the its Conclusions on EPAs, the Minister says: 

“The Council required the aid for trade strategy to ‘consider EPA regions as a 
priority in terms of support to regionally owned initiatives, such as the regional 
funds that are being considered. The Council emphasises that these arrangements 
should preferably build on existing financing mechanisms and be transparent, 
effective, demand-driven and pro-poor.’ Regional funds to encourage regional 
integration are a new idea. We remain open to considering regional funds if the 
Commission presents a detailed proposal.” 

14.11 He says that the next step is “to actually agree the strategy”, which he says will be 
discussed and agreed at the trade-related General Affairs and External Relations Council 
Meeting on 15-16 October and then be presented at the first WTO Aid for Trade Global 
Review on 20–21 November.  

14.12 With regard to question of monitoring performance, the Minister says: 

“The Global Review will be based on a robust new monitoring system managed by 
the OECD and based on OECD data. The review will also consider the results of aid 
for trade questionnaires that will be completed by donors and partner countries. This 
monitoring system will be robust and groundbreaking; it will encourage mutual 
accountability as well as allow for public scrutiny of aid for trade performance. The 
review will probably be attended at Ministerial level.” 

Conclusions 

14.13 It would seem that no real progress has been made on the key issues that the 
Minister identified in April.  

14.14 Moreover, we are surprised that there is uncertainty about UK Ministerial 
attendance at such a key meeting. 
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14.15 We should therefore be grateful if the Minister would write again after the 
October GAERC meeting, in the hope that he will have something more concrete and 
positive to say.  

 
 
 

15  Advancing African agriculture 

(28841) 
12190/07 
COM(07) 440 

Commission Communication: Proposal for continental and regional 
level cooperation on agricultural development in Africa 

 
Legal base — 
Document originated 24 July 2007 
Deposited in Parliament 30 July 2007 
Department International Development  
Basis of consideration EM of 13 August 2007 
Previous Committee Report None 
To be discussed in Council To be determined  
Committee’s assessment Politically important 
Committee’s decision Cleared; relevant to any debate on EU-Africa 

development cooperation 

Background 

15.1 This is a Proposal from the European Commission, for approval by the Council and 
the European Parliament, on continental and regional-level cooperation on agricultural 
development in Africa. It builds on the European Consensus and the EU Strategy for 
Africa, both of which state that agriculture and rural development is crucial for reducing 
poverty and stimulating growth. 

15.2 It is helpfully summarised in the 13 August 2007 Explanatory Memorandum from the 
Parliamentary Under-Secretary at the Department for International Development (Mr 
Gareth Thomas). 

The Commission Communication  

15.3 The Minister says that the paper outlines the principles and key areas for European 
Union (EU) and African Union (AU) cooperation, focusing on the regional and 
continental levels, and sets out to provide a long-term framework for assistance and create 
a better environment for the development of agriculture, working primarily through 
African institutions. EU cooperation will, he says, be closely aligned with Africa’s 
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agricultural agenda, and will aim to stimulate progress towards the Millennium 
Development Goals.68  

15.4 The main partners will be the AUC (African Union Commission),69 NEPAD (New 
Partnership for Africa’s Development)70 and RECs (Regional Economic Communities).71 
Cooperation will support their policy analysis, monitoring, peer review and advocacy, as 
well as their roles in building the capacity of national organisations. Regional farming 
organisations will form another group of partners.  

15.5 Cooperation will be based on the following principles: 

— commitment to the Millennium Development Goals, with specific reference to the 1st 
(eradicating extreme poverty and hunger) and 7th (ensuring environmental 
sustainability) MDG; 

— alignment with African priorities, based on the Comprehensive Africa Agricultural 
Development Programme (CAADP)72 process principles and targets; 

— donor harmonisation and alignment, following the principles of the Paris Declaration;73 

— building on other AU-EU Partnerships and Facilities, complementing EU initiatives 
which support rural development in Africa, and using existing Africa-Europe 
partnerships; 

— drawing lessons from relevant EU experiences and good practice; 

— application of subsidiarity, supporting only those regional and continental functions 
that add value to national-level interventions; and 

— policy coherence, between the EU’s development policies and its agriculture, fisheries, 
trade, consumer and energy policies.  

 
68 The eight UN Millennium Development Goals (MDGs) are those that, in 2000, the UN set itself to achieve, most by 

2015: eradicate extreme poverty and hunger; achieve universal primary education; promote gender equality; reduce 
child mortality; improve maternal health; combat HIV/Aids, malaria and other diseases; ensure environmental 
sustainability; and develop a partnership for development — each with associated targets and benchmarks to 
measure progress.  

69 The Commission of the African Union acts as the executive/administrative branch or secretariat of the AU (and is 
somewhat analogous to the European Commission). It consists of a number of Commissioners dealing with different 
areas of policy. The Commission is headquartered in Addis Ababa, Ethiopia. 

70 NEPAD is a merger, in 2001, of the Millennium Partnership for the African Recovery Programme (MAP), led by South 
Africa, Nigeria and Algeria, and the OMEGA Plan for Africa developed by Senegal. NEPAD is now a programme of 
the AU, but with its own secretariat based in South Africa to coordinate and implement its programmes. NEPAD’s 
four primary objectives are to eradicate poverty, promote sustainable growth, integrate Africa in the world 
economy and accelerate the empowerment of women. 

71 Regional Economic Communities, such as the Economic Community of West African States (ECOWAS); see 
http://www.dfa.gov.za/au.nepad/recs.htm for full details of the RECs. 

72 Originally prepared by the UN Food and Agriculture Organisation (FAO) in co-operation with the NEPAD Steering 
Committee and reviewed in June 2002 by African Ministers of Agriculture under the auspices of the FAO Regional 
Conference for Africa. See http://www.fao.org/docrep/005/y6831e/y6831e00.htm for full details.  

73 The Paris Declaration, endorsed on 2 March 2005, is an international agreement to which over one hundred 
Ministers, Heads of Agencies and other Senior Officials adhered and committed their countries and organisations to 
continue to increase efforts in harmonisation, alignment and managing aid for results with a set of monitorable 
actions and indicators. See 
http://www.oecd.org/document/18/0,3343,en_2649_37463_35401554_1_1_1_37463,00.html for full details. 
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15.6 The Minister says that EU-AU cooperation will “focus on seven areas, based on the 
main challenges to agriculture in Africa, and African priorities reflected in the CAADP” 
and “foster a more strategic and effective role for the state in agriculture.  The priority areas 
are:  

— Agriculture in Development Strategies, addressing the need for agriculture — as a sector 
that is vital for economic growth and poverty reduction — to be an integral and 
strategic part of development; 

— Sector Governance, where improved governance in the agriculture sector is expected to 
contribute to a smoother transition of smallholder farming towards commercially 
viable and sustainable family-based agriculture; 

— Research, Knowledge Systems and Dissemination, to increase the impact of agricultural 
research and knowledge systems on rural productivity, poverty reduction, food security 
and sustainable management of natural resources, taking into account challenges posed 
by climate change; 

— Trade facilitation, emphasising Quality Assurance and Improvement, to strengthen 
Africa’s ability to make markets work for poverty reduction, focusing on regional 
markets for agricultural produce; 

— Natural Resource Management: Land, Fisheries and Forestry, for improvements in 
governance and in management regimes for the use of sustainable natural resources; 

— Livestock Development and Disease Control, with an emphasis on strengthening 
knowledge and systems for the control of animal diseases; and  

— Risk Management, for reducing risk related to climate change, natural disasters and 
price shocks.” 

15.7 He goes on to explain that coordination of the EU-Africa agricultural development 
cooperation will have three dimensions: with African institutions; with other donor 
coordination; and intra-EU.  

“Coordination with African institutions will use the CAADP framework under the 
leadership of continental and regional organisations, with a central role for 
AUC/NEPAD. The CAADP initiative contains a set of principles and targets in order 
to (i) guide country strategies, (ii) enable regional peer learning and review, and (iii) 
facilitate greater alignment and harmonisation of development partners.  

“The CAADP Partnership Platform is the core mechanism for coordinating the 
involvement of all development partners at the continental level. Donor alignment 
around CAADP will be enhanced by the Global Donor Platform for Rural 
Development (GDPRD),74 of which the EU and various Member States are members. 

 
74 The Global Donor Platform for Rural Development is “an initiative of leading international development agencies… 

engaged in a concerted drive to reduce poverty in the rural areas of the developing world … committed to donor 
harmonisation and alignment, as defined by the Paris Declaration on Aid Effectiveness of March 2005 [whose] aim is 
to improve the coordination of our institutional policies and procedures and to jointly support the development 
programmes of our partner country governments”. See http://www.donorplatform.org/ for full details. 
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The GDPRD will act as donor focal point for CAADP, and will assist in organising 
the CAADP Partnership Platform Meetings. 

“Coordination within the EU will be reinforced through a proposed EU working 
group on African agriculture reporting to the Development Cooperation Working 
Group, technically supported by the Centre for the Development of Agriculture 
(CTA). 

“Progress in implementing CAADP and in cooperation on agricultural development 
will be monitored predominantly at the CAADP Partnership Platform and the 
African Partnership Platform (APF).”  

The Government’s view 

15.8  The Minister says that the Government “recognise the need for and are supportive of” 
an EU strategy on African agriculture that “strengthens Europe’s coordination on 
agricultural development in Africa and enhances internal coordination within the 
Commission”, and that “a better aligned and harmonised response will help Africa to 
achieve its goal of agriculture-led growth, poverty reduction and a more predictable 
response to dealing with chronic hunger”. 

15.9 He welcomes “the fact that the Proposal is positioned to directly support the CAADP, 
a programme that receives existing UK support of £5,000,000 through DFID”, who, he 
says, “are working with the EU to enhance the support of development partners for this 
Africa-led initiative”. He also notes that the Proposal “is consistent with DFID’s policy 
papers on Agriculture and Land”. He continues as follows: 

“DFID provides funding (£210,000) to the GDPRD. One of our objectives for this 
support is to increase donor alignment with the CAADP Partnership Platform. We 
therefore welcome commitment to greater alignment with African priorities as one 
of the principles which will inform cooperation. 

“The Proposal would be strengthened by proving more detail on how Regional 
Farming Organisations in Africa and Europe are to be involved as key partners in 
this process. DFID will pursue this in collaboration with the EU and African 
partners.”  

15.10 The Minister explains that there are no direct financial implications; the 
Commission will encourage Member States to support this Proposal financially and to 
align their bilateral programmes accordingly.  

15.11 Finally, he says that detailed discussions by officials on the Communication are to 
take place in September, and that he expects ministers to discuss it during the autumn.  

Conclusions 

15.12  Recent tragedies in Africa have illustrated the importance of food security. We 
therefore join the Government in welcoming this strategy. 
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15.13 Elsewhere in this Report we consider the draft EU Strategic Partnership with 
Africa. There we note, and note here also, the relevance of infrastructure development 
and trading arrangements — particularly the Doha Development Round — to Africa’s 
development, which applies especially to her agricultural and rural development. 

15.14 We have recommended that the draft Strategic Partnership be debated in the 
European Standing Committee ahead of its adoption at this December’s EU-Africa 
Summit. We consider this Commission Proposal relevant to that debate, which will 
provide the Minister with an opportunity to report on the outcome of Ministerial 
discussions thereon. 

15.15 In the meantime, we now clear the document.  

 
 
 

16  Higher education: the Erasmus Mundus Programmes 
for 2009–13 

(28792)  
11708/07 
COM(07) 395 
 
 
+ ADD 1 
 
+ ADD 2  

Draft Decision to establish a programme for the enhancement of 
quality in higher education and the promotion of intercultural 
understanding through cooperation with third countries (Erasmus 
Mundus 2009–13) 
 
Summary of impact assessment 
 
Commission staff working document: impact assessment of draft 
Decision 

 
Legal base Article 149 EC; co-decision; QMV 
Document originated 12 July 2007  
Deposited in Parliament 17 July 2007  
Department Innovation, Universities and Skills 
Basis of consideration EM of 20 August 2007  
Previous Committee Report None 
To be discussed in Council November 2007  
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

16.1 In 2003, the Council adopted a Decision to establish the Erasmus Mundus 
Programme for the period from the beginning of 2004 to the end of 2008.75 The 

 
75 Decision No. 2317/2003/EC: OJ No. L 345, 31.12.03, p.1. 
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Programme’s total budget is €292 million. Its main aim is to strengthen partnerships 
between universities in Member States and those in third countries through: 

• Masters degree courses designed and taught specifically for the purpose of the 
Programme; 

•  scholarships to enable students and academics from third countries to take part in 
the courses; 

• short-term exchanges of students, academics and university staff between 
universities in Europe and third country universities;  

• scholarships to fund such exchanges; and 

• activities to make Europe a more attractive destination for education. 

16.2 In July the Commission published a report on the performance of the Programme up 
to the end of 2006.76 It was based on an assessment by an independent evaluator. The 
evaluator found that the Programme: 

 “had made a very positive start. The programme has generated genuine enthusiasm 
among students and higher education institutions (‘HEIs’) alike, suggesting high 
relevance to identified needs.”77  

16.3 The evaluator made ten recommendations to improve the current Programme and its 
successor, all of which were acceptable to the Commission.  

The draft Decision  

16.4 The purpose of the draft Decision is to establish the Erasmus Mundus Programme for 
2009–13 “for the enhancement of quality of European78 higher education and the 
promotion of intercultural understanding through cooperation with third countries as well 
as for the development of third countries in the field of higher education” (Article 1(1) of 
the draft Decision).  

16.5 In its explanatory memorandum, the Commission notes that, in 2004, six countries 
hosted 67% of the world’s mobile students: the USA 23%; the UK 12%; Germany 11%; 
France 10%; Australia 7%; and Japan 5%. The Commission considers that it is in the best 
interests of the EC to attract to Europe the brightest and best students and academics from 
other countries; and that the international mobility of academics and students supports the 
Community’s foreign affairs and development objectives. 

16.6 The Programme for 2009–13 would be similar to the current Programme. It would 
have four specific objectives: 

 
76 11484/07 (COM(07) 375). 

77 Ibid, section 3.3, first paragraph. 

78 Participation in the Programme would be open to the following non-EU European countries: EFTA countries; 
candidate countries for membership of the EU; countries of the Western Balkans; and Switzerland. 
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• to create centres of excellence by fostering cooperation between higher education 
institutions in third countries and those in EC Member States and other European 
countries which decide to take part in the Programme; 

• to develop pools of well-qualified and open-minded people by helping the most 
talented students and academics from third countries obtain qualifications and 
experience in Europe; 

• to encourage European students and academics to study in third countries; 

• to help higher education institutions in third countries develop the capacity for 
international cooperation through exchanges of students, academics and university 
staff; and  

• to increase access to, and the world reputation of, European higher education. 

16.7 These objectives would be pursued through: 

• Action 1 — joint courses leading to Masters degrees or Doctorates. Each course 
would involve universities from at least three European countries and could 
also involve third country universities. Candidates for the degrees would be 
required to study in several of the universities providing the courses. European 
students as well as those from third countries would be eligible for Erasmus 
Mundus scholarships. 

• Action 2 — Partnerships between European and third country higher education 
institutions for the purposes of cooperation, the exchange of information and 
short visits by students, academics and university staff; and the provision of 
scholarships for participants. 

• Action 3 — Conferences, seminars, prizes, publications and other such 
measures to make Europe a more attractive destination for academics, students 
and businesses. 

16.8 The 2009–13 budget for Actions 1 and 3 would be €493.69 million. Action 2 would be 
funded from other EC programmes, such as the European Development Fund. 

The Government’s view 

16.9 The Minister of State at the Department of Innovation, Universities and Skills (Bill 
Rammell) tells us that the Government supports the proposal, in general, and believes that 
the Erasmus Mundus Programme has a useful role to play in encouraging mobility and 
contributing to the reform of university education. There are only a few points about 
which the Government is concerned. For example, the draft Decision provides that 
possession of a first degree should be a condition for admission to a Masters degree course; 
but, in the Government’s view, that condition appears unnecessary where a student can 
show an equivalent level of learning without having a first degree. 
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Conclusion 

16.10 We recognise the value of the Erasmus Mundus Programme. We note that the 
Government supports the proposal and has only minor concerns about a few of the 
detailed provisions. We are, therefore, content to clear the draft Decision from 
scrutiny. 

 
 
 

17  Relations with Fiji 

(28857) 
12379/07 
COM(07) 467 

Council Decision: on conclusion of consultations with the Republic 
of the Fiji Islands under Article 96 of the ACP-EC Partnership 
Agreement and Article 37 of the Development Cooperation 
Instrument 

 
Legal base Article 96 of the Cotonou Agreement and Article 37 of 

Regulation (EC) No 1905/2006 establishing a 
financing instrument for development cooperation 

Document originated 10 August 2007 
Deposited in Parliament 16 August 2007 
Department Foreign and Commonwealth Office  
Basis of consideration EM of 5 September 2007 
Previous Committee Report None 
To be discussed in Council September 2007 
Committee’s assessment Politically important 
Committee’s decision Cleared, but further information requested  

Background 

17.1 Fiji is a signatory of the African Caribbean and Pacific-European Community (ACP-
EC) Partnership Agreement, signed in Cotonou on 23 June 2000 (and known as the 
Cotonou Agreement). This provides a framework for relations between the EU and 77 
countries of the African Caribbean and Pacific group of states (ACP). Article 96 of the 
Cotonou Agreement allows for consultations between the EU and an ACP state where a 
breach of any of Cotonou’s “essential elements” — respect for human rights, democratic 
principles or the rule of law — is perceived to have taken place. 

17.2  Article 3(1) of the Development Cooperation Instrument (DCI) confirms these same 
elements as general principles of the EU that it will seek to promote in partner countries 
through dialogue and cooperation. Article 37 of the DCI details the process where a breach 
of these principles is deemed to have taken place. 
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Developments in Fiji 

17.3 In his 5 September 2007 Explanatory Memorandum, the Minister for Europe at the 
Foreign and Commonwealth Office (Mr Jim Murphy) explains that, on 5 December 2006, 
members of the Fiji Military Forces staged a coup, led by Commander Frank Bainimarama. 
He continues as follows: 

“The coup removed the democratically elected government, and the Commander 
appointed himself briefly as President and later as Prime Minister. In the following 
months the Commander sacked many key figures, including the Chief Justice. He 
appointed military figures to key positions in government ministries and put an 
interim Cabinet in place. In April, the Commander suspended the Great Council of 
Chiefs after they refused to accept the President’s (effectively, the Commander’s) 
nomination for the role of Vice-President. Many people speaking out against the 
coup, including those in the media, were detained by the military and intimidated. 
There have been numerous accounts of human rights abuses, including two deaths 
in military custody. The independence of the judiciary has also been compromised.”  

17.4 Against this background, he says that “the EU considered the coup in Fiji constituted 
a violation of Cotonou’s essential elements and the DCI’s general principles” and on 27 
February 2007 accordingly opened consultations with Fiji. He explains the process as 
follows: 

“Three representatives of Fiji’s Interim Government met with the European 
Commission and the then German Presidency of the EU on 18 April during which 
the interim Government agreed to a number of commitments designed to return Fiji 
to democracy and the rule of law. The key commitment is for free and fair elections 
to be held by March 2009. The interim Government also committed to uphold the 
rule of law and the 1997 Constitution, respect the independence of the judiciary, 
Great Council of Chiefs, Fiji Human Rights Commission and the freedom of the 
media. Should Fiji fail to meet its commitments, the EU indicated that it would 
consider taking appropriate measures that could, as a last resort, include the 
suspension of EU development assistance.” 

17.5 He reports that, to date, the Interim Government has met some of the commitments: 

 “Most significantly it agreed, in principle, to hold elections by 28 February 2009. The 
interim Government lifted the Public Emergency Regulation (state of emergency) in 
May 2007. But progress on other commitments still has some way to go.” 

17.6 In light of this, he says, the EC has now proposed that the Council agree to conclude 
consultations and adopt appropriate measures under Article 96 of the Cotonou Agreement 
and Article 37 of the DCI. These include:  

— “making the finalisation, signing and implementation of the 2008–2013 Country 
Strategy Paper, for which funding would be made available under the 10th European 
Development Fund (EDF), subject to the interim government meeting the agreed 
commitments in respect of human rights and rule of law;  
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— “making Fiji’s 2007 allocation under the DCI thematic programme for ACP sugar 
protocol countries zero and tying the provision of assistance under this programme in 
2008, 2009 and 2010 to the return to democratic government; 

— “certain cooperation activities already underway or in preparation for funding under 
the 8th and 9th EDFs would continue as would the implementation of the 2006 sugar 
assistance provided under the Regulation establishing accompanying measures for 
Sugar Protocol countries affected by the reform of the EU sugar regime (Regulation 
266/2006); 

— “support for activities which would help the return to democracy and improve 
governance would also be permitted as would humanitarian aid and direct support to 
civil society. Fiji would continue to be able to participate in regional cooperation 
activities; 

— “cooperation with the European Investment Bank and the Centre for Development 
Enterprise (CDE) would continue subject to the timely fulfilment of commitments; and 

— “the EU would follow the situation closely. Enhanced political dialogue with the 
interim Fijian authorities would be conducted to ensure respect for human rights, 
restoration of democracy and respect for the rule of law.” 

The Government’s view 

17.7  The Minister says that the Government supports the Commission’s approach to Fiji: 

“The consultations have offered the opportunity to promote a return to democratic 
government and rule of law in Fiji and to demonstrate the importance that the EU 
attaches to upholding the essential elements of the Cotonou Agreement and the 
general principles of the DCI. The Council Decision and letter from the EU to the 
Fijian President mark the conclusion to these consultations. The letter will confirm 
that the EU has decided to adopt specific appropriate measures and makes clear that 
the European Union will continue to monitor the situation in Fiji closely. Should 
there be a further slowing down, breakdown or reversal of the interim government’s 
progress in meeting its commitments the EU reserves the right to adjust the 
appropriate measures.”  

17.8 He also explains that the UK currently holds the local EU Presidency in Suva and 
“plays an important role in monitoring progress [and]….will continue to use every 
opportunity to press the Fiji authorities to behave transparently, respect human rights and 
the rule of law and return the country to democratic rule as soon as possible”.  

Financial Implications 

17.9 The Minister explains that Fiji has been allocated €60 million under the DCI thematic 
programme for ACP sugar protocol countries for the period 2007–2010, which money is 
directed at reforming Fiji’s sugar sector: “If approved, the Decision would mean that Fiji 
would not be granted any funding in 2007, with future allocations made conditional on 
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progress towards the agreed commitments, principally the holding of free and fair 
elections.” 

17.10 He also says that the provision of assistance under the 10th European Development 
Fund (the financial support mechanism at the heart of the Cotonou Agreement) “would be 
subject to progress against the commitments on human rights and the rule of law”. 

Timetable 

17.11 The Minister says that, after discussion in the Council Working Group earlier in the 
month, he expects the Council Decision to go to a Ministerial Council in late September.  

Conclusions 

17.12  The interest that we have hitherto taken in the application and effectiveness of 
the “Article 96” process is now amplified by the addition of similar “governance” 
provisions in the new Development Cooperation Instrument. Given the widespread 
interest in the House in EU development assistance policy and activity, and the 
importance these provisions now have therein, we consider that the stage now reached 
in the EU and the Government’s endeavours to return Fiji to the path of democracy and 
the rule of law warrants a Report to the House. 

17.13 The Minister notes that the holding of democratic elections in early 2009 will be 
the key milestone. But he also notes that “progress on other commitments still has 
some way to go”, and makes it clear that this will be measured in the not too distant 
future in order to determine whether or not to proceed with the Fiji Country Strategy 
Paper and, most importantly, financial support for restructuring the sugar industry in 
2008. We should accordingly be grateful if the Minister would write to us ahead of any 
decisions on these issues, with his assessment of the situation at that time, the progress 
made and the effectiveness of the measures thus far, and his views on what the next step 
should be. 

17.14 In the meantime, we now clear the document.  
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18  The European Union Special Representative for 
Central Asia 

(28873) 
— 
— 

Council Joint Action extending and amending the mandate of the 
Special Representative of the European Union for Central Asia 

 
Legal base Articles 14, 18.5, and 23.2; QMV 
Department Foreign and Commonwealth Office  
Basis of consideration EM of 5 September 2007 
Previous Committee Report None; but see (28295–28301) —: HC 41–viii (2006–

07) para 10 (30 January 2007) and (28674) —: HC 41–
xxv (2006–07) para 12 (13 June 2007) 

To be discussed in Council 2 October 2007 Telecom/Transport/Energy Council 
Council  

Committee’s assessment Politically important  
Committee’s decision Cleared, but further information requested  

Background 

18.1 EU Special Representatives (EUSRs) are appointed to represent Common Foreign and 
Security Policy where the Council agrees that an additional EU presence on the ground is 
needed to deliver the political objectives of the Union. They were established under Article 
18 of the 1997 Amsterdam Treaty and are appointed by the Council. The aim of the EUSRs 
is to represent the EU in troubled regions and countries and to play an active part in 
promoting the interests and the policies of the EU.  

18.2 An EUSR is appointed by Council through the legal act of a Joint Action. The 
substance of his or her mandate depends on the political context of the deployment. Some 
provide a political backing to an ESDP operation, others focus on carrying out or 
contribute to developing an EU policy. All EUSRs carry out their duties under the 
authority and operational direction of the High Representative (Javier Solana). Each is 
financed out of the CFSP budget implemented by the Commission. Member States 
contribute regularly e.g. through seconding some of the EUSR’s staff members. 

The European Union Special Representative for Central Asia 

18.3 The EU established a Special Representative for Central Asia in September 2005 to 
ensure coordination and consistency of external EU actions in the region. Jan Kubis, the 
former Secretary-General of the Organisation for Security and Co-operation in Europe, 
was appointed to this position. Mr Kubis resigned in July 2006 on his appointment as 
Slovak Foreign Minister and Mr Pierre Morel was appointed in September 2006.  

18.4 His initial mandate was based on contributing to the strengthening of democracy, rule 
of law, good governance and respect for human rights and fundamental freedoms in 
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Central Asia. It also focused on enhancing EU effectiveness and visibility in the region, 
including through a closer coordination with other relevant partners and international 
organisations, such as the Organisation for Security and Co-operation in Europe. The 
mandate was amended to contribute to wider Common Foreign and Security Policy work 
on energy security, and to help develop bilateral energy cooperation with important 
producer and transit partners in Central Asia. We cleared the most recent amendment on 
30 January 2007.79 

18.5 The UK currently pays approximately 18% into the CFSP budget, from which the 
costs of the EUSRs are met. The Minister says that the costs for EUSR for Central Asia in 
2007 will be €1,000,000 (£678,000). 

The EU Strategy for Central Asia 

18.6 The Common Strategy instrument was created by the Amsterdam Treaty, as the 
means of setting out the objectives, overall policy guidelines, organisation and duration of 
the EU’s external policies towards geographic or thematic areas.  

18.7 The EU Strategy for Central Asia sets out the EU’s approach to promoting democracy, 
human rights, good governance and sustainable development, counter-terrorism, counter-
narcotics and energy security in Central Asia. It lays out how it intends to work within 
existing instruments, such as the Partnership and Co-operation Agreements and other co-
operation frameworks, to enhance cooperation. 

18.8 We considered it on 13 June 2007 on the basis of a 6 June 2007 Explanatory 
Memorandum from the then Minister for Europe at the Foreign and Commonwealth 
Office (Mr Geoffrey Hoon). He explained that: 

—  the December 2006 European Council mandated the incoming German Presidency to 
prepare the Strategy for adoption at the European Council in June 2007; 

— the Strategy would serve as the general framework for enhancing EU cooperation with 
the Central Asian states over the next 5–10 years; 

— it was not a legislative document, but would sit alongside the European Commission’s 
2007–2013 Assistance Strategy for Central Asia, which provides the resources to 
support the strengthening of political dialogue with the Central Asian states; and 

—  it was based on “a clear sense, both within the EU and the Central Asia region, that the 
EU’s profile in the region was low, and fell some way behind that of Russia, China and 
the United States”.  

18.9 In its introduction, the paper noted that the Central Asian States — Kazakhstan, the 
Kyrgyz Republic, Tajikistan, Turkmenistan and Uzbekistan — lie at a strategically 
important intersection between the two continents. With a strong interest in a peaceful, 
democratic and economically prosperous Central Asia, the EU Strategy aimed at co-
operating actively with the Central Asian States in reaching these goals as well as 

 
79 See headnote. 
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contributing to safeguarding peace and prosperity in neighbouring countries. The Strategy 
took account of the progress which the Central Asian States have themselves made since 
attaining independence, and of their common aspects as well as specific national contexts 
and requirements, and would build on the results obtained under the implementation of 
the various Partnership and Co-operation Agreements, EU assistance programmes and 
other initiatives taken by the EU to support the states of Central Asia. 

18.10 The EU interest in security and stability as well as in adherence to human rights and 
the rule of law in Central Asian States derived from: 

— strategic, political and economic developments as well as increasing trans-regional 
challenges in Central Asia impact directly or indirectly on EU interests; 

— with EU enlargement, the inclusion of the Southern Caucasus into the European 
Neighbourhood Policy and the Black Sea Synergy Initiative; and 

— significant energy resources in Central Asia and the region’s aim to diversify trade 
partners and supply routes can help meet EU energy security and supply needs. 

18.11 Security questions and regional economic development also required close EU co-
operation with each Central Asian state, taking into account their geographical location — 
in particular with respect to Afghanistan, Pakistan and Iran — in the areas of border 
management, migration, the fight against organised crime and international terrorism, as 
well as human, drugs, and arms trafficking. EU dependency on external energy sources and 
the need for a diversified energy supply policy in order to increase energy security opened 
further perspectives for cooperation, to strengthen local energy markets, improve 
investment conditions, increase energy production and efficiency and diversify energy 
supply and distribution in the region. Priorities for cooperation with each Central Asian 
state would be according to its specific needs, requirements and performance, including 
human rights, good governance, democracy and social development. In order to address 
issues of particular importance, the EU would within the framework of this Strategy:  

— establish a regular regional political dialogue at Foreign Minister level;  

— start a “European Education Initiative” and support Central Asian countries in the 
development of an “e-silk-highway”; 

— start an “EU Rule of Law Initiative”; 

— establish a regular, result-oriented “Human Rights Dialogue” with each of the Central 
Asian States; and 

— conduct a regular energy dialogue. 

18.12 As well as making full use of the potential of Partnership and Co-operation 
Agreements, Commission and Member States’ programmes, the EU would make greater 
use of cooperation frameworks such as the Baku Initiative. Cooperation with the UN, 
OSCE, the Council of Europe, NATO, international financial institutions and with other 
regional organisations and fora will be enhanced.  
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18.13 The EUSR would monitor the implementation process, make recommendations and 
report to relevant Council bodies on a regular basis.  

18.14 Use would be made of twinning and seconding staff between EU and Central Asian 
administrations or companies and public-private partnership initiatives. Interaction with 
international financial institutions would be strengthened, including the World Bank and 
the European Bank for Reconstruction and Development (EBRD) and the European 
Investment Bank (EIB).  

18.15 The paper then developed each of these broad approaches in greater detail.  

18.16 The Strategy includes an automatic review mechanism in June 2008 and every two 
years subsequently.  

18.17 The Minister said that there were no direct additional financial implications for the 
UK. Within the new external assistance instruments based on the EU budget for 2007–
2013, the Commission had allocated €750 million for Central Asia, which would be 
disbursed through the European Commission Assistance Strategy for Central Asia for 
2007–2013. The average annual allocation for the region would increase from €58 million 
in 2007 to € 139 million in 2013. 

18.18 We cleared the draft Strategy on 13 June, prior to its agreement at the 18 June 
General Affairs and External Relations Council and subsequent adoption by the 21–22 
June European Council.80  

The draft Joint Action  

18.19  In his 5 September 2007 Explanatory Memorandum, the Minister for Europe at the 
Foreign and Commonwealth Office (Mr Jim Murphy) says that the EUSR’s mandate of the 
EU Special Representative requires further refinement following the adoption of the new 
Strategy. As well as being assigned an enhanced role in monitoring implementation, 
making recommendations and reporting to relevant Council bodies on a regular basis, the 
EUSR has been tasked with developing contacts and cooperation with relevant regional 
and international organisations interested in Central Asia: 

“These include the Shanghai Co-operation Organisation (SCO), the Collective 
Security Treaty Organisation (CSTO) and the Central Asian Regional Information 
and Co-ordination Centre (CARICC) — a UN led project which has established a 
regional body dealing with co-ordination of anti-drug activities. A specific tasking 
has also been added in relation to input from the EU Special Representative on the 
formulation of counter-narcotics aspects of Common Foreign and Security Policy.”  

The Government’s view  

18.20 The Minister says that the Government welcomed the creation of an EUSR for 
Central Asia and the appointments of, first, Mr Kubis and, then, Mr Morel. Since his 
appointment, he says that Mr Morel has travelled widely in the region; produced the initial 

 
80 (28674) —: see HC41–xxv (2006–07), para 12 (13 June 2007) for further details. 
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draft of the new Strategy; and contributed to EU discussions on policy towards the region, 
including on energy security and counter-narcotics. More broadly, the Minister says that 
Mr Morel will “continue to provide a common focus for delivering EU messages not just 
on key human rights issues, but also on the benefits of regional co-operation and on 
potential EU co-operation and technical assistance in helping the region to address some of 
its shared socio-economic difficulties”.  

18.21 As well as requiring the Special Representative to play a more significant role in 
monitoring and reporting on the implementation of the Strategy, the Minister notes that 
he will be “instrumental in drawing up the individual country action plans envisaged at the 
first step towards implementation” and that the amendments formalise the Special 
Representative’s role in developing contacts and cooperation with the other major regional 
players: “Whereas this has been happening on an ad hoc basis over the last year, the 
formalising of this role is expected to lead to better access and greater understanding of 
other regional organisations.”  

Conclusions 

18.22 In clearing it, we noted that the Strategy was timely, comprehensive and 
ambitious; and also that — thanks to UK efforts, we were told — was properly balanced, 
with the introduction stating that “the development and consolidation of stable, just 
and open societies, adhering to international norms, is essential to bring the 
partnership between the European Union and Central Asian States to full fruition”. We 
recalled that differences between the EU and the authorities in Uzbekistan over good 
governance issues, and the latter’s failure to respond to international concern, 
illustrated the extent of the challenges that will have to be overcome in at least one 
instance before that full fruition is attained; and that the travails that the EU-Russia 
relationship was undergoing also illustrated the inherent difficulties in creating the sort 
of partnership to which the European Union naturally aspired, but which remained 
elusive and problematic. 

18.23 While also noting that there were no financial implications for the UK, we 
presumed that the UK would be involved in at least some of the bilateral programmes 
envisaged under the strategy, and asked the Minister, when he submits an Explanatory 
Memorandum on the review, to outline what relevant UK activity there has been and 
how much it cost. 

18.24 We also ask that he outlines and assesses Mr Morel’s contribution at that stage, 
including what progress has been made in drawing up each of the Action Plans to 
which he refers and in resolving any of the more contentious issues with Central Asian 
partners. 

18.25 We now clear the document. 
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19  Market-based instruments 

(28524) 
8255/07  
+ ADD1 
COM(07)140 

Commission Green Paper on market-based instruments for 
environment and related policy purposes 

 
Legal base — 
Department HM Treasury 
Basis of consideration Minister’s letter of 24 July 2007 
Previous Committee Report HC 41–xx (2006–07), para 4 (2 May 2007) 
To be discussed in Council No date set 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

19.1 Market-based (or economic) instruments (MBIs) are financial incentives or 
disincentives used as a tool to address market failures or achieve other policy objectives. 
They can take various forms, such as indirect taxes or subsidies. 

19.2 This Commission Green Paper, published in March 2007, sought to launch a 
discussion on advancing the use of MBIs in the Community, including how these might be 
more explicitly aligned to Community environmental and energy policy objectives. The 
document contained no specific proposals for action. Rather the Commission called for 
reactions to the ideas and specific questions in the Green Paper and requested responses by 
31 July 2007. 

19.3 The key areas covered by the Commission for discussion and on which it posed 
questions were: 

• MBIs in the Community and at national level, consideration of their impact and 
the wider fiscal objectives; 

• the case for environmental tax reforms by Member States and whether it would be 
helpful to establish a Community level forum to share best practice on MBIs; 

• how to advance the process of reforming environmentally-harmful subsidies; 

• review and possible streamlining of the Energy Taxation Directive, which sets 
common rules for taxing energy consumption and minimum rates for various fuel 
sources. The Directive is due for review in early 2008 and the Green Paper asks 
whether that there may be a case for restructuring it to tax all fuels according to 
their energy content and for introducing some reflection of environmental aspects 
of energy, for example by differentiating between greenhouse gases and non-
greenhouse gases; 
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• interaction of the suggested reforms to the Energy Taxation Directive and other 
environmental taxes and how these could work alongside the EU Emissions 
Trading Scheme (EU ETS); 

• whether MBIs could be used to tackle the environmental impact of transport, for 
example what might be the best MBI in relation to shipping, how infrastructure 
charging, including considerations related to environmental costs, can best be 
applied to transport modes and how the Eurovignette Directive (which sets 
common rules on distance-related tolls and time-based user charges for heavy 
goods vehicles) could be used in this regard; 

• possible use of MBIs to address water pollution and protect resources — for 
example, what is the best way to ensure the implementation of water pricing 
policies set out in the Water Framework Directive and how can users be 
encouraged to bear the full cost of their water use; 

• for waste management, whether harmonised landfill taxes with EU minimum rates 
should be considered and how the Commission might facilitate the application of 
MBIs in this area; 

• whether Member States should make more use of MBIs to protect biodiversity and 
integrate conservation into decisions; and 

• use of MBIs to address air pollution, including whether there is scope for trading 
schemes to combat air pollution from sulphur dioxide and nitrogen oxide 
emissions. 

19.4 When we considered this document in May 2007 we said the Green Paper raised some 
important, and potentially difficult, issues. We asked to see the Government’s response 
before considering the document further and meanwhile it remained uncleared.81 

The Minister’s letter 

19.5 The Financial Secretary to the Treasury (Jane Kennedy) now sends us the 
Government’s response to the Commission. The response’s introductory overview says: 

“The UK Government welcomes this opportunity to provide comments to the 
European Commission on the Green Paper on market-based instruments for 
environment and related policy purposes. This is an important issue, both nationally 
and internationally, particularly in the context of Member States’ recent agreements 
on climate change at the Spring Council.82 

“The scientific evidence, including the latest findings from the inter-governmental 
Panel on Climate Change, together with work on the economics of climate change 
from the Stern Review,83 have shown a need for early and urgent global action to 

 
81 See headnote. 

82 European Council, 8–9 March 2007: see 
http://www.consilium.europa.eu/ueDocs/cms_Data/docs/pressData/en/ec/93135.pdf. 

83 Stern Review on the Economics of Climate Change: see http://www.hm-
treasury.gov.uk/independent_reviews/stern_review_economics_climate_change/stern_review_report.cfm. 
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mitigate the most serious effects of climate change. The same evidence also sets out 
that with the right policies in place — and a credible and flexible policy framework 
— the costs of action can be limited to around 1% of global GDP each year. 

“To deliver this framework the UK believes that further European and wider 
international action is vital. The EU has assumed a position of leadership on Climate 
Change through ratification of the Kyoto protocol and the UK fully supports the 
development of an EU consensus on the main elements of a post-2012 Climate 
Framework. 

“As part of this approach the UK is pleased that the Commission is seeking the views 
of Member States on the development of market based instruments for environment 
and policy related purposes and broadly welcomes the work and the opportunity to 
present its view for discussion with other Member States. 

“The UK supports the view that the use of economic instruments to achieve 
environmental policy goals is sensible in principle. It is important, however to 
consider when economic instruments are best applied and to ensure they are applied 
at the most appropriate level, either at Member State or Community level. Taxes can 
be particularly effective where price is an important part of consumer decisions. For 
example, applying reduced rates of VAT to energy-efficient products and energy-
saving materials would provide an incentive for the private consumer to make more 
sustainable decisions. However in other circumstances mandatory regulation and 
providing information can be more determinative of consumer decisions. 

“In this respect the UK considers the establishment of the EU Emissions Trading 
Scheme (EU ETS) as an example of how market-based instrument can be designed 
and applied at community level to deliver environmental objectives. Indeed the UK 
believes that the ETS is, and should remain, the EU’s primary carbon pricing 
mechanism in the capped sectors and that efforts should be focused on strengthening 
the scheme and providing clear and convincing signals about its continuity beyond 
2012, indicating the likely level of future ambition, and considering how it can be 
expanded and strengthened in future phases to act as the hub of a global carbon 
market. The UK welcomes the Commission’s review of the EU ETS which will 
examine these areas. 

“The UK is of the view that any further action at an EU level should maintain and 
include the flexibility for Member States to choose how to apply economic 
instruments — particularly taxes — based on national circumstances, including 
environmental social and economic considerations. The UK is not in favour of 
substantial reform to the Energy Taxation Directive as set out in the Green Paper. 
We do not believe that the suggested reforms would provide additional benefits to 
the existing Community framework, nor represent an effective way in which to 
tackle climate change. 
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“The rest of this response provides more detailed rationale for our response on the 
propositions set out by the Commission with the specific questions from the Green 
Paper listed at the beginning of each section.”84 

Conclusion 

19.6 We are grateful to the Minister for this further information. We are pleased to 
note that the Government emphasises that the use of economic instruments, 
particularly taxation, is largely better determined at national rather than Community 
level and that structuring of tax systems is a Member State competence. We now clear 
the document, but we will want to examine closely any specific Commission proposals 
which may eventually emerge, particularly for issues of competence and subsidiarity.  

 
 
 

20  Value added taxation 

(a) 
(28778) 
11635/07  
+ ADD 1 
COM(07) 381 
 
(b) 
(28782) 
11695/07 
 + ADD 1 
COM(07) 380 

 
Draft Directive amending Directive 2006/112/EEC with regard to 
certain temporary provisions concerning rates of value added tax 
 
 
 
 
Commission Communication: VAT rates other than standard VAT 
rates 

 
Legal base (a) Article 93 EC; consultation; unanimity 

(b) — 
Documents originated 5 July 2007 
Deposited in Parliament (a) 11 July 2007  

(b) 12 July 2007 
Department HM Treasury 
Basis of consideration EM of 23 July 2007 
Previous Committee Report None 
To be discussed in Council 13 November 2007 
Committee’s assessment Politically important 
Committee’s decision Cleared, but further information requested 

 
84 It is expected that the Commission will put the full text of the response on its website in due course. 
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Background 

20.1 The Community has a common system of value added taxation (VAT) which includes 
rules about permissible rates of VAT and under which: 

• supplies of goods and services are normally subject to a standard rate of at least 
15%; 

• Member States may apply one or two reduced rates of not less than 5% to a limited 
number of goods and services; 

• Member States may, under certain conditions, apply a reduced rate to certain 
labour intensive services; and  

• individual Member States have a variety of temporary derogations from the general 
rates rules allowing them to apply additional reduced rates.  

20.2 These derogations were granted during the negotiations preceding adoption of the 
VAT rates Directive of 1992 and in the Acts of Accession since then. The duration of these 
derogations varies according to when a Member State joined the Community. Those which 
joined before 1 January 1995 are allowed to maintain their derogations until the entry into 
force of a “definitive system”. However, those Member States which joined after 1 January 
1995 received precise deadlines for their derogations to expire, if the introduction of the 
definitive system did not occur first. 

The documents 

20.3 The draft Directive, document (a), would extend until 31 December 2010 some of the 
temporary derogations of Member States which joined the Community after 1 January 
1995. The Commission proposes this because the definitive system is unlikely to be 
adopted in the foreseeable future and the first of the post-1994 temporary derogations are 
due to expire in 2007, thus creating an imbalance of treatment between newer and older 
Member States. It has chosen the date of 31 December 2010 on the basis that a new 
political agreement on VAT reduced rates will be necessary before that date, as the 
minimum 15% standard rate of VAT and the experiment on the application of reduced 
VAT rates to labour-intensive services are due to expire then. This issue could therefore be 
reconsidered at the time of these broader discussions. 

20.4 The draft Directive would prolong derogations for: 

• reduced rates applied in the Czech Republic, Cyprus, Poland and Slovenia relating 
to the restaurant and housing sector; and  

• zero or super reduced rates (of less than 5%) in Cyprus, Malta and Poland for food, 
books and pharmaceuticals. 

20.5 The draft Directive would allow some derogations to lapse. This is largely an 
administrative exercise removing those which are either not necessary because the reduced 
rates in question can be applied under the general rules or are no longer used by the 
Member State. Czech and Estonian derogations allowing a reduced rate for natural gas, 
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electricity, district heating and firewood are examples of the former; a Hungarian 
derogation for restaurant services and energy supplies and a Slovakian derogation for 
construction and heat energy supplied to private homes are examples of the latter. But two 
derogations are allowed to lapse on the basis that they conflict with the proper functioning 
of the internal market or other Community policies. These concern terminating Estonia’s 
derogation regarding coal, coke, fuel and oil, which is considered to be in conflict with 
Community energy and environment policies, and Poland’s derogation allowing a super 
reduced rate for agricultural inputs, on the basis that this is in conflict with the internal 
market. However, Poland could continue to apply a regular reduced rate (of no less than 
5%) to such supplies under the general rules. 

20.6 In its Communication, document (b), the Commission summarises briefly the 
findings of a study into the economic impacts of reduced VAT rates undertaken for it by 
Copenhagen Economics85 and sets out some possible ways to apply these to reforming the 
VAT rules. The Commission’s intention is to foster a “fundamental debate” on VAT rates 
and it seeks initial views from Member States, the European Parliament and the European 
Economic and Social Committee by the end of 2007, with a view to presenting a broad 
legislative proposal on VAT rates in late 2008 or early 2009, for agreement before the end 
of 2010. 

20.7 In the Communication the Commission focuses on how in its view the current system 
might be simplified and rationalised and highlights the business compliance costs 
associated with different levels and scopes of VAT reduced rates. It does not make any 
formal proposals but it does identify possible overarching objectives for future changes to 
the VAT rates structure:  

• ensuring equal treatment of all Member States, which the Commission argues 
would require terminating country specific derogations; 

• recognising that there is a strong political will in most Member States to apply very 
low reduced rates including zero rates, particularly for social purposes; 

• recognising the increased economic and budgetary difficulties in moving a product 
from one rate to another, because of the often very huge difference between the 
standard rate and a reduced rate; 

• establishing a clear and logical purpose for reduced rates; and  

• balancing any increase in the flexibility allowed to Member States against 
compliance costs.  

20.8 The Commission suggests one way, but not the only one, that these objectives could 
be translated into a structure composed of three VAT rates (which might accommodate 
reduced rates currently allowed by the temporary derogations): 

• a very low rate of 0–5% for products of prime necessity, such as food; 

 
85 “Copenhagen Economics is an international consulting company dedicated to providing private and public decision 

makers with economic insight.” — see http://www.copenhageneconomics.com/Default.aspx?ID=19 . 
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• an optional second rate of 10–12% for other purposes, which were felt to merit 
preferential treatment for other reasons, such as cultural, educational, public 
transport or employment considerations; and 

• a standard rate. 

20.9 The draft Directive and the Commission Communication are each accompanied by a 
copy of a staff working document which more fully describes the findings of the study by 
Copenhagen Economics and reproduces the consultant’s own executive summary. The 
consultant says: 

• the study argues that there is a strong general argument for having uniform VAT 
rates — they are a better instrument to maintain a high degree of economic 
efficiency, to minimise otherwise substantial compliance costs and to smooth the 
functioning of the single market; but 

• it also argues that there are exceptions — there is a case for extending lower rates to 
some sectors in Member States characterised by specific economic structures. 

20.10 The consultant continues that the study examines the theoretical and empirical 
merits of four different arguments for reduced rates — reduced VAT can increase 
efficiency by increasing productivity or by reducing structural unemployment and reduced 
VAT can enhance equity by improving income distribution or by making particular 
products more accessible to an entire population. It says there is: 

• a theoretical and empirical argument for extending reduced rates (or other 
subsidies) to sectors whose services are easily substituted for do-it-yourself or black 
economy work, for example locally supplied services and some parts of the 
hospitality sector; 

• a theoretical argument for extending reduced rates to sectors employing many low 
skill workers in order to boost low skill demand, for example hotels, restaurants 
and locally supplied services; 

• a limited and contingent argument for extending reduced rates (or other subsidies) 
to sectors particularly favoured by low income households in order to improve post 
consumption income distribution; and 

• a limited and contingent argument for extending reduced rates (or other subsidies) 
to sectors that for some good reason are under-consumed.  

20.11 The consultant says also that the study identifies a number of concerns to be carefully 
evaluated in each case: 

“most arguments in favour of lower VAT are equally valid for other policy 
instruments, for example targeted subsidy schemes or targeted changes in income 
tax; 

“all empirical evidence indicates that compliance costs associated with lower VAT 
rates can be sizeable; 
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“the key to an efficient application of lower VAT or any other subsidy is to keep low 
mechanical revenue losses; and 

“the choice of financing scheme to secure budget neutrality should be carefully 
considered in the context of the goals to be achieved by reduced VAT rates.” 

20.12  The executive summary concludes: 

“To summarise, there seems to be a strong argument for making the current VAT 
structure more simple and uniform, but also an argument for selective cuts in VAT 
rates primarily in locally supplied services and parts of the hospitality sector. We 
stress that the current study cannot be seen as a per se endorsement for further 
reductions in VAT. The devil is in the detail and we stress the need to consider each 
case on its own merits and to seriously appraise whether alternative non-VAT 
instruments may be preferable to reduced VAT rates.” 

The Government’s view 

20.13 The Financial Secretary to the Treasury (Jane Kennedy) says that:  

• the draft Directive, document (a), has no direct policy implications for the UK; 

• the Government supports extending most of the temporary derogations granted to 
those Member States that acceded after 1 January 1995, in order to ensure more 
equality of treatment between Member States; 

• non-prolongation of derogations considered to conflict with a smooth functioning 
of the single market and with other Community policies does not set a precedent 
which could be applied to UK derogations, which continue to apply unless and 
until there is unanimous Council agreement to introduce a definitive system of 
VAT; 

• any future proposals from the Commission regarding the structure of VAT 
reduced rates, or which might affect the UK’s zero rates, would require the Council 
to act by unanimity; 

• the Government has always made clear that it will not agree to any proposals that 
would harm its social objectives or undermine the fairness of the UK VAT system; 
and 

• the Government has a manifesto commitment not to extend VAT to food, 
children’s clothes, books, newspapers, and public transport fares. 

Conclusion 

20.14 The draft Directive, document (a), is unexceptionable. But the Communication at 
document (b) concerns important issues and we note with approval the Minister’s 
robust reiteration of the Government’s continued stance on this matter.  

20.15 We clear the documents, but wish to see in due course the Government’s response 
to the Commission’s call for comment on its suggestions in the Communication. 
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21  Stability and Convergence Programmes 

(a) 
(28784) 
11710/07 
— 
 
(b) 
(28785) 
11711/07 
— 

 
Council Opinion on the updated Stability Programme of Austria 
 
 
 
 
Council Opinion on the updated Convergence Programme of the 
Czech Republic 

 
Legal base Articles 99(4) and 104 EC; —; QMV 
Deposited in Parliament 16 July 2007 
Department HM Treasury 
Basis of consideration EM of 7 August 2007 
Previous Committee Report None 
Discussed in Council Adopted by ECOFIN Council on 10 July 2007 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

21.1 The Stability and Growth Pact adopted by the Amsterdam European Council in June 
1997 emphasised the obligation of Member States to avoid excessive government deficits, 
defined as the ratio of a planned or actual deficit to gross domestic product (GDP) at 
market prices in excess of a “reference value” of 3%.86 Each year the Council of Economic 
and Finance Ministers (ECOFIN) issues an Opinion on the updated stability or 
convergence programme of each Member State.87 These Opinions, which are not binding 
on Member States, are based on a recommendation from the Commission. The economic 
content of the programmes is assessed with reference to the Commission’s current 
economic forecasts. If a Member State’s programme is found wanting, it may be invited by 
ECOFIN, in a Recommendation, to make adjustments to its economic policies, though 
such Recommendations are likewise not binding on Member States. This whole procedure 
is essentially the Pact’s preventative arm. 

21.2 On the other hand, the Pact also endorsed a corrective arm involving action in cases of 
an excessive government deficit — the excessive deficit procedure provided for in Article 
104 EC and the relevant Protocol. This procedure consists of Commission reports followed 
by a stepped series of Council Recommendations (the final two steps do not apply to non-
members of the eurozone). Failure to comply with the final stage of Recommendations 

 
86 This obligation does not apply to Member States, including the UK, whilst they remain outside the eurozone, but 

they are required to endeavour to avoid excessive deficits. 

87 The 13 Member States (Austria, Belgium, Germany, Greece, Finland, France, Ireland, Italy, Luxembourg, the 
Netherlands, Portugal, Slovenia and Spain) that have adopted the euro have Stability Programmes, whereas the 
other 14 Member States ( including the UK) produce Convergence Programmes. 
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allows ECOFIN to require publication of additional information by the Member State 
concerned before issuing bonds and securities, to invite the European Investment Bank to 
reconsider its lending policy for the Member State concerned, to require a non-interest-
bearing deposit from the Member State concerned whilst its deficit remains uncorrected, 
or to impose appropriate fines on the Member State concerned. 

21.3 Earlier this year we recommended the latest stability or convergence programmes of 
25 Member States for debate in European Standing Committee. In June 2007 we 
recommended that the debate should not wait any longer on our receipt and consideration 
of the programmes of Austria and the Czech Republic. The debate therefore took place on 
16 July 2007.88  

The documents 

21.4 These documents now provide the Council’s Opinion on the stability programme for 
Austria and the convergence programme for the Czech Republic, which are assessed in 
relation to the Commission’s autumn 2006 economic forecasts. A summary of the 
Council’s comments for each of these Member States is provided by the Economic 
Secretary to the Treasury (Kitty Ussher) in her helpful Explanatory Memorandum, as 
follows: 

Austria — Council Opinion on the updated stability programme, 2006–2010 

“Real GDP growth is expected to decelerate from a cyclical peak of 3.1% in 2006 to 
2.5% on average over the rest of the programme period. For 2006, the general 
government deficit amounted to 1.1% of GDP, against a target of 1.7% of GDP set in 
the previous update of the stability programme. The main goal of the budgetary 
strategy is to reach a balanced budget over the cycle, reaping the benefits of 
administrative reform while reinforcing expenditure in several categories. The 
general government position is projected to improve from a deficit of 1.1% of GDP 
in 2006 to a surplus of 0.4% in 2010. Government gross debt is estimated to have 
declined to 62.2% of GDP in 2006, still being above the 60% Treaty reference value. 
The programme projects the debt ratio to fall below the reference value by 2008 and 
to decline further to 56.8% of GDP by the final year of the programme period. 
Overall, Austria appears to be at low risk with regard to the sustainability of public 
finances.” 

Czech Republic — Council Opinion on the updated convergence programme, 2006–
2009 

“Real GDP growth is expected to decrease from 6.1 % in 2006 to 4.9% in 2007 and 
broadly stabilise thereafter. For 2006, the general government deficit is estimated at 
2.9% of GDP in the Commission services’ spring 2007 forecast, against a target of 
3.8% of GDP set in the previous update of the convergence programme. The main 
goal of the programme’s medium-term budgetary strategy is to achieve long term 

 
88 (28419)-(28438) 6801/07–6823/07 and (28496)-(28500) 7863/07–7867/07: see HC 41–xvii (2006–07), para 2 (18 April 

2007), HC 41–xviii (2006–07), para 2 (25 April 2007), HC 41–xxiii (2006–07), para 4 (6 June 2007) and Stg Co Deb, 
European Standing Committee, 16 July 2007, cols 3–16. 
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sustainability of public finances, notably by making progress towards the medium 
term objective (MTO) for the budgetary position of a structural deficit of 1% of GDP. 
The new programme postpones the planned reduction of the deficit below the 3% of 
GDP reference value by at least two years against a more favourable macroeconomic 
scenario. Government gross debt is estimated to be at 30.4% of GDP in 2006, well 
below the 60% of GDP Treaty reference value. The programme projects the debt 
ratio to increase by almost 2 percentage points over the programme period. Overall, 
the Czech Republic appears to be at high risk with regard to the sustainability of 
public finances.” 

The Government’s view 

21.5 The Minister says, in familiar terms, that the Government has consistently stated that 
it supports a prudent interpretation of the Stability and Growth Pact, which takes into 
account the economic cycle, sustainability and the important role of public investment and 
that it agrees with the Council Opinions in these cases. 

Conclusion 

21.6 This series of documents show the working of the Stability and Growth Pact in 
relation to the stability and convergence programmes of Member States. And the 
documents and the Minister’s summaries also give a useful summary overview of the 
public finances of Member States in the context of their overall economies and 
implicitly of the Community’s economy as a whole. 

21.7 If these particular Opinions had been adopted sooner by the Council they would 
have been include in the debate of 16 July 2007 mentioned above. As it is we now clear 
both documents. 
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22  Documents not raising questions of sufficient legal 
or political importance to warrant a substantive report 
to the House 

Department for Business, Enterprise and Regulatory Reform 

(28783) 
11712/07 
COM(07) 385 

Commission Communication: Report on the implementation, 
functioning and effectiveness of the “.eu” TLD. 

(28813) 
11883/07 
COM(07) 411 

Draft Directive amending Directive 2003/54/EC as regards the 
application of certain provisions to Estonia. 

(28818) 
11164/07 
COM(07) 345 

Draft Council Regulation extending the suspension of the definitive 
anti-dumping duty imposed by Regulation (EC) No 215/2002 on 
imports of ferro molybdenum originating in the People’s Republic of 
China. 

(28850) 
12300/07 
COM(07) 457 

Draft Decision of the Council and of the Commission on the position 
to be taken by the Communities in the Governing Board of the 
International Science and Technology Centre as regards the accession 
of the Swiss Confederation to the Agreement establishing an 
International Science and Technology Centre, concluded between the 
United States of America, Japan, the Russian Federation and, acting 
as one Party, the European Atomic Energy Community and the 
European Economic Community. 

(28852) 
11367/07 
COM(07) 363 

Draft Council Regulation terminating the interim review of anti-
dumping measures imposed by Council Regulation (EC) No.1910/2006 
on imports of television camera systems originating in Japan and 
repealing the anti-dumping measures imposed by Regulation (EC) 
No.1910/2006. 

(28853) 
11525/07 
COM(07) 382 

Draft Council Regulation repealing the anti-dumping duty on imports 
of urea originating in Russia, following an expiry review pursuant to 
Article 11(2) of Council Regulation (EC) No.384/96, and terminating 
the partial interim reviews pursuant to Article 11(3) of such imports 
originating in Russia. 

(28854) 
11602/07 
COM(07) 388 

Draft Council Regulation amending Regulation (EC) No.397/2004 
imposing a definitive anti-dumping duty on imports of cotton-type 
bed linen originating in Pakistan. 
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(28856) 
12372/07 
COM(07) 444 

Draft Council Decision on a Community position within the EU-South 
Africa Cooperation Council on the amendment of Annexes IV and VI 
to the Agreement on Trade, Development and Cooperation between 
the European Community and its Member States and the Republic of 
South Africa (TDCA), regarding certain agricultural products. 

(28863) 
12738/07 
COM(07) 463 

Draft Council Decision on the signing and provisional application of 
an additional protocol to the Agreement on Trade, Development and 
Cooperation between the European Community and its Member 
States, and the Republic of South Africa, to take account of the 
accession of the Republic of Bulgaria and Romania to the European 
Union. 

Department for Environment, Food and Rural Affairs 

(28793) 
11746/07 
+ ADD 1 
COM(07) 396 

Commission Communication on the implementation of the 
Community Strategy for dioxins, furans and polychlorinated 
biphenyls (COM(2001) 593) — Second progress report. 

(28797) 
11814/07 
COM(07) 406 

Draft Council Regulation opening autonomous and transitional 
Community tariff quotas for the import of certain agricultural 
products originating in Switzerland. 

(28829) 
12057/07 
COM(07) 429 

Amended Draft Council Decision on the conclusion of the Agreement 
in the form of an Exchange of Letters on the provisional application 
of the Protocol setting out the fishing opportunities and financial 
contribution provided for in the Agreement between the European 
Community and the Republic of Madagascar on fishing off the coast 
of Madagascar for the period from 1 January 2007 to 31 December 
2012. 

(28830) 
12058/07 
COM(07) 428 

Amended Draft Council Regulation on the conclusion of the Fisheries 
Partnership Agreement between the European Community and the 
Republic of Madagascar. 

(28846) 
12262/07 
COM(07) 449 

Draft Council Regulation adapting Regulation (EC) No.1907/2006 on 
the Registration, Evaluation, Authorisation and Restriction of 
Chemicals (REACH), by reason of the accession of Bulgaria and 
Romania. 

(28859) 
12294/07 
COM(07) 416 

Commission Report: 2001–2005 report on the implementation of the 
long-term national aid scheme for agriculture in the northern regions 
of Sweden pursuant to Commission Decision 2004/291/EC. 

(28860) 
12295/07 
COM(07) 459 

Commission Report: 2001–2005 report on the implementation of the 
long-term national aid scheme for agriculture in the northern regions 
of Finland pursuant to Commission Decision 2002/404/EC. 
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(28889) 
12612/07 
COM(07) 483 

Draft Council Decision amending Decision 2003/17/EC on the 
equivalence of field inspections carried out in third countries on seed 
producing crops and on the equivalence of seed produced in third 
countries. 

Foreign and Commonwealth Office 

(28803) 
11881/07 
COM(07) 404 

Draft Council Decision on the signing and provisional application of a 
Protocol to the Euro-Mediterranean Agreement between the 
European Communities and their Member States, and the Kingdom 
of Morocco, to take account of the accession of the Republic of 
Bulgaria and Romania to the European Union. 
 
Draft Council Decision on the conclusion of a Protocol to the Euro-
Mediterranean Agreement between the European Communities and 
their Member States, and the Kingdom of Morocco, to take account 
of the accession of the Republic of Bulgaria and Romania to the 
European Union. 

(28864) 
— 
COM(07) 464 

Draft Council Decision on the signing and provisional application of a 
Protocol to the Euro-Mediterranean Agreement establishing an 
association between the European Communities and their Member 
States and the State of Israel to take account of the accession of the 
Republic of Bulgaria and Romania to the European Union. 
Draft Council Decision on the conclusion of a Protocol to the Euro-
Mediterranean Agreement between the European Communities and 
their Member States and the State of Israel to take account of the 
accession of the Republic of Bulgaria and Romania to the European 
Union. 

(28868) 
12678/07 
COM(07) 471 

2006 Annual Report from the Commission to the Council and the 
European Parliament on the Macao Special Administrative Region. 

(28874) 
— 
— 

Draft Council Joint Action in support of the World Health 
Organisation activities in the area of laboratory bio-safety and bio-
security, and in the framework of the European Union Strategy 
against the proliferation of Weapons of Mass Destruction. 

(28875) 
— 
— 

Draft Council Decision concerning the conclusion of an Agreement 
between the European Union and the Republic of Croatia on the 
participation of the Republic of Croatia in the European Union Police 
Mission in Afghanistan (EUPOL AFGHANISTAN). 

(28876) 
— 
— 

Council Common Position extending Common Position 2004/694/CFSP 
on further measures in support of the effective implementation of 
the mandate of the International Criminal Tribunal for the former 
Yugoslavia (ICTY). 
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(28877) 
— 
— 

Joint Action amending Joint Action 2007/106/CFSP extending the 
mandate of the Special Representative of the European Union for 
Afghanistan. 

(28931) 
— 
— 

Council Decision concerning the conclusion of an Agreement 
between the European Union and New Zealand on the participation 
of New Zealand in the European Union Police Mission in Afghanistan 
(EUPOL AFGHANISTAN). 

Home Office 

(28808) 
11383/07 
COM(07) 413 

Draft Council Decision on the signature of the Agreement between 
the European Community and the Republic of Albania on the 
facilitation of issuance of short-stay visas. 
Draft Council Decision on the conclusion of the Agreement between 
the European Community and the Republic of Albania on the 
facilitation of issuance of short-stay visas. 

(28809) 
11384/07 
COM(07) 423 

Draft Council Decision on the signature of the Agreement between 
the European Community and Bosnia and Herzegovina on the 
facilitation of issuance of short-stay visas. 
Draft Council Decision on the conclusion of the Agreement between 
the European Community and Bosnia and Herzegovina on the 
facilitation of issuance of short-stay visas. 

(28810) 
11385/07 
COM(07) 421 

Draft Council Decision on the signature of the Agreement between 
the European Community and the former Yugoslav Republic of 
Macedonia on the facilitation of issuance of short-stay visas. 
Draft Council Decision on the conclusion of the Agreement between 
the European Community and the former Yugoslav Republic of 
Macedonia on the facilitation of issuance of short-stay visas. 

(28811) 
11386/07 
COM(07) 426 

Draft Council Decision on the signature of the Agreement between 
the European Community and the Republic of Montenegro on the 
facilitation of issuance of short-stay visas. 
Draft Council Decision on the conclusion of the Agreement between 
the European Community and the Republic of Montenegro on the 
facilitation of issuance of short-stay visas. 

(28812) 
11387/07 
COM(07) 422 

Draft Council Decision on the signature of the Agreement between 
the European Community and the Republic of Serbia on the 
facilitation of issuance of short-stay visas. 
Draft Council Decision on the conclusion of the Agreement between 
the European Community and the Republic of Serbia on the 
facilitation of issuance of short-stay visas. 
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(28820) 
11998/07 
COM(07) 425 

Draft Council Decision concerning the signing of the Agreement 
between the European Community and Bosnia and Herzegovina on 
readmission. 
Draft Council Decision concerning the conclusion of the Agreement 
between the European Community and Bosnia and Herzegovina on 
readmission. 

(28821) 
12000/07 
COM(07) 431 

Draft Council Decision concerning the signing of the Agreement 
between the European Community and the Republic of Montenegro 
on readmission. 
Draft Council Decision concerning the conclusion of the Agreement 
between the European Community and the Republic of Montenegro 
on readmission. 

(28822) 
12001/07 
COM(07) 432 

Draft Council Decision concerning the signing of the Agreement 
between the European Community and the former Yugoslav Republic 
of Macedonia on readmission. 
Draft Council Decision concerning the conclusion of the Agreement 
between the European Community and the former Yugoslav Republic 
of Macedonia on readmission. 

(28828) 
12002/07 
COM (07) 438 

Draft Council Decision concerning the signing of the Agreement 
between the European Community and the Republic of Serbia on 
readmission. 
Draft Council Decision concerning the conclusion of the Agreement 
between the European Community and the Republic of Serbia on 
readmission. 

(28836) 
11722/07 
— 

Draft Council Decision on the full application of the provisions of the 
Schengen acquis in the Czech Republic, the Republic of Estonia, the 
Republic of Latvia, the Republic of Lithuania, the Republic of 
Hungary, the Republic of Malta, the Republic of Poland, the Republic 
of Slovenia and the Slovak Republic. 

(28895) 
12658/07 
— 

Modified draft Council Regulation amending Regulation (EC) 
1030/2002 laying down a uniform format for residence permits for 
third-country nationals. 

(28896) 
12541/07 
COM(07) 488 

Draft Council Decision on the signature of the Agreement between 
the European Community and the Republic of Moldova on the 
facilitation of issuance of short-stay visas. 
Draft Council Decision on the conclusion of the Agreement between 
the European Community and the Republic of Moldova on the 
facilitation of issuance of short-stay visas. 
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Department for Innovation, Universities and Skills 

(28764) 
11477/07 
COM(07) 365 

Draft Council Decision on a one year extension of the supplementary 
research programme to be implemented by the Joint Research Centre 
for the European Atomic Energy Community. 

(28801) 
11817/07 
COM(07) 420 

Commission Communication — Annual Report on the Operation of 
the Third Phase of the Tempus Programme in 2006. 

(28871) 
12511/07 
+ ADD 1 
COM(07) 474 

Commission Communication on Competitive European Regions 
through Research and Innovation — A contribution to more growth 
and more and better jobs. 

Office of National Statistics 

(28826) 
12076/07 
COM(07) 433 

Draft Decision on a Programme for the Modernisation of European 
Enterprise and Trade Statistics (MEETS). 

Department for Transport 

(28758) 
11502/07 
COM(07) 207 

Commission Report on certain issues relating to Motor Insurance. 

(28862) 
12462/07 
COM(07) 462 

Draft Directive on the suppression of radio interference produced by 
agricultural or forestry tractors (electromagnetic compatibility 
(codified version). 

(28882) 
12460/07 
COM(07) 451 

Draft Directive on rear registration plate lamps for motor vehicles 
and their trailers (codified version). 

HM Treasury 

(28842) 
12212/07 
COM(07) 442 

Draft Council decision authorising France to apply a reduced rate of 
taxation to unleaded petrol used as motor fuel and consumed in the 
Corsican departments in accordance with Article 19 of Directive 
2003/96/EC. 
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Department for Work and Pensions 

(28838) 
12166/07 
COM(07) 439 

Draft Council Regulation extending the provisions of Regulation (EC) 
No 883/20O4 and Regulation (EC) No. [.. ] to nationals of third 
countries who are not already covered by these provisions solely on 
the ground of their nationality. 
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Formal minutes 

Tuesday 2 October 2007 

Members present: 
 

Michael Connarty, in the Chair 
 
Mr David S Borrow 
Mr William Cash 
Ms Katy Clark 
Jim Dobbin 
Nia Griffith  

  
David Heathcoat-Amory 
Kelvin Hopkins 
Mr Lindsay Hoyle 
Angus Robertson 
Mr Anthony Steen 

 
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 21 read and agreed to. 
 

Resolved, That the Report be the Thirty-fourth Report of the Committee to the House. 

 

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

[Adjourned till this day at 1.30pm. 
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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) 


