ARTICLE ON UK PRESIDENCY FOR BUSINESS VOICE

By the Secretary of State for Trade & Industry, Alan Johnson

The New Year is always a good time to evaluate the past, as well as look to the future.  With 2005 behind us, the time has come to reflect on the UK’s Presidency of the EU, the question being whether our achievements measure up to our aspirations.

This time last year, we were planning what we might prioritise for the UK Presidency.  We made no bones about wanting to pursue an ambitious agenda, aimed at improving the regulatory environment, opening markets, promoting innovation and research and boosting employment.   

But in the six months before the start of the UK’s Presidency, Europe underwent an unprecedented crisis of confidence.  

French and Dutch voters rejected proposals for a new European Constitutional Treaty.  Then in June, the month before we took up the Presidency, the Union failed to reach agreement on a new EU budget.   With no budget, it was hard to avoid a noisy debate about how much the EU should be spending and what it should be spent on, a debate that could easily have descended into horsetrading.  In such circumstances, progressing contentious dossiers was always going to be difficult.  But we remained determined to do all we could to move the EU towards a budget that would help us meet the challenges of the future, rather than lock money up in the policies of the past.

So it was a challenging time to take on the Presidency.  To be frank, some commentators wrote off our chances of achieving anything back in July.   But in fact the UK Presidency has succeeded in delivering positive outcomes on a range of issues, despite these difficulties.  Crucially the UK Presidency has now reached agreement on a budget for the EU: brokering agreement was a huge achievement and will help the EU to move forward.

At the start of our Presidency, many people in business were telling us that they wanted to see real improvements in the EU’s regulatory environment.   

Sustained effort throughout our Presidency has helped ensure we are now beginning to see a genuine change in culture.  There is a new willingness within the EU institutions to consider the impact of regulation on competitiveness and look for alternatives wherever possible.  This change in attitude is now starting to produce the first tangible results for business.  

In September, Commission Vice-President Günter Verheugen identified 68 proposals for new legislation that are no longer necessary and these have now been withdrawn.  The Sales Promotion Regulation was one example of this – where the proposal on the table no longer justified new legislation.  In addition, the Commission published a new simplification programme that committed the EU to reviewing and simplifying over a thousand legal acts.  This signals the start of a new rolling process – an ongoing review of the stock of EU law underpinned by consultation – that we expect will transform the regulatory environment in Europe the coming months.
In a further step, the Commission also agreed a methodology for measuring the administrative costs of new proposals and this will be integrated into the impact assessment and simplification processes. This may sound like a small, technical step, but an agreed way to measure the impact of European regulations is the first crucial step to better controlling them. This was a key part of the Six Presidency Initiative for Regulatory reform launched last year and its achievement is hugely welcome.

In keeping with our aims for better regulation, we fought long and hard to ensure that REACH - the proposed Chemicals regulation - met the new criteria for lighter-touch law making.   As many as fifty impact assessments were made and extensive consultations with the Chemicals industry were carried out.  So I was delighted when, after all this effort, we finally achieved an agreement on REACH in the middle of December. This deal makes REACH more workable and reduces the burden on industry, and on SMEs in particular. At the same time, it gives us the tools necessary to gather detailed information on some 30,000 substances used in the EU, while strengthening the controls covering the most harmful chemicals.  
Another area where our stakeholders in businesses were keen to see progress was in opening up markets both within the EU and beyond.  And again we’ve made headway.

For example, a year ago, the Commission reviewed progress on the so-called “Lisbon Agenda” for economic reform in Europe, and came to the conclusion that the EU still had a long way to go to become the most dynamic, knowledge-based economy in the world.  

With strong UK support, the European Council last spring set a timetable for member states to come up with clear programmes for reform, with the result that everyone now has an agreed programme for action.  Working with the Commission, we are putting our own national reform programme into action and we’ll be benchmarking our progress against that of other member states.

As part of that work, in September, we hosted a major conference to discuss ways to capitalise on the new information and communication technologies that are now emerging.  This is a major plank of the strategy to enable us to achieve the Lisbon goals.  A new programme, known as the i2010 strategy, was agreed, that aims to give a framework for the development of policy in this area over the next five years.  This initiative commits the EU to the development of a competitive, inclusive and innovative information society in Europe and again, specific targets and milestones have been included, so we can keep track of progress.  At the Telecoms Council in December, the i2010 strategy was given broad support by member states, including a commitment to start taking the steps needed to turn it into reality.   

In addition, we acted to increase the security of our energy supply by concluding a new treaty between the EU and many of the South-East European countries. This will help to foster greater stability in the region and secure the EU’s energy supplies.  We also organised the first EU-Russia Permanent Partnership Council on Energy.  It took place in London on 3rd October and again, will help to secure the EU’s energy supply in the future.    

The renewed commitment from the Council to further liberalise EU energy markets and improve the quality of information about energy stocks is also welcome.   This will help to foster competition and reduce prices across the continent in the long term with new opportunities for British players.  Finally, we established a consensus on developing clear links between energy policy and climate change, a necessary prelude to tackling this issue at an EU level.

A further important aspect of the work to extend the Single Market is the proposed Services directive.  The Treaty of Rome talks about the free movement of goods, capital, people and services. This has never been delivered for the latter, even though services account for some two thirds of the EU’s GDP.  So opening up this market would reinvigorate the European ideal while offering the potential to give a major boost to the EU’s economy and generate thousands of new jobs, so it couldn’t be more significant.  We were, of course, disappointed that the European Parliament put off its first reading of this measure.  Nonetheless, behind the scenes we have been sorting out many of the technical issues, paving the way for speedy progress under the Austrian and Finnish Presidencies next year.   

As well as work to open markets across the EU, we have been working throughout 2005 to open up international markets.  In particular we sought an agreement at the WTO Ministerial in Hong Kong that would help to stimulate economic growth around the globe.  Specifically, we wanted a deal that would give the least developed countries much better access to international markets, and with it an opportunity to pull themselves out of poverty.    

Although the outcome at Hong Kong does not go as far as we’d hoped, some small steps have been taken forward, which will provide a springboard to conclude the Doha round. We have made it clear all along that as important as the development package is, it should form a positive first step towards fairer trading rules. That is why the UK has fought so hard for an agreed date to end all export subsidies. We would have preferred 2010 but we have got an agreement to phase out export subsidies completely by 2013 with a substantial part to be realised by the first half of the implementation period.
I now look forward to the political will, the leadership and the real work that is needed complete the round in 2006 so that it delivers on the promises of Doha, ensuring a balanced outcome across all the dossiers, without lowering the level of ambition. We need to press forward and build on the momentum created at Hong Kong and I know the UK will do everything we can to play our part in ensuring this happens.  
The third area where I believe the UK Presidency has delivered substantial benefits for businesses is in the field of research, development and innovation.  

The Prime Minister has spoken repeatedly about the need to focus our attention on creating and sustaining the industries of the future, through investment in research and development.  Agreeing a Seventh Framework Programme (FP7) for European research funding was essential to this aim.    At the Competitiveness Council at the end of November, we succeeded in getting a partial general approach on FP7, that, together with the deal on the new EU budget, will pave the way for swift progress under the Austrian Presidency.

We are particularly pleased that the Commission’s vision for FP7 is geared towards improving the participation of smaller companies.  In the past SMEs have found it difficult to participate in some aspects of the Framework Programme because of the level of bureaucracy associated with bidding into it. This has been a clear disincentive to participation. The UK has consistently underlined the importance of delivering substantial improvements in the management of the programmes, so we are delighted that this issue is now being addressed. 

We were also pleased to see the launch of a new European Enterprise Award in November.  This is intended to recognise and reward initiatives by local and regional authorities that help to promote entrepreneurship in their area.  The idea is to encourage those who create a supportive environment for new businesses to develop, showcase the best enterprise policies and generally celebrate entrepreneurial success.

Finally I would like to mention the UK Presidency brokered agreement to begin EU accession negotiations with Turkey.  Of course there is a long and difficult road ahead before Turkey actually becomes a member of the EU.  Nonetheless, the agreement to let Turkey join has particular significance at this time because it offers a positive vision of an open and optimistic Europe, with new and exciting market opportunities. We have already experienced the benefits an enlarged EU brings in the new trade and investment opportunities offered by the ten new member states that joined in 2004. We are seeing firms like Tesco, Unilever, Vodafone, BP and International Power investing successfully in both new member states and candidate countries – a trend that looks set to continue.
I will concede that we didn’t get everything we wanted in the last six months.  But on the issues that are of most importance to the DTI’s business stakeholders, I believe we have seen substantial and significant progress.  Where there is more work to be done, you can be sure that we will continue to co-operate closely with colleagues across Europe in 2006 and beyond.

Indeed, it has always been important to think beyond the UK Presidency. Whatever you may think of the EU, it is and will remain the predominant feature of the economic environment in which UK businesses are operating.  

Our job above all else is to remain engaged and keep working for a Europe that will help businesses grow and flourish in the global economy.  A Europe that doesn’t tie itself down with unnecessary rules and regulations.    A Europe that invests in research, technology and innovation.  A Europe that is flexible and responsive to economic change.  A Europe that supports fair and open markets.  A Europe that can face the future with confidence.  That’s what we were doing before the UK Presidency began; it’s what we did while it was continuing and it’s what we’ll go on doing in the future.

Because creating a Europe that is able to compete and win in the 21st century is the only way we can deliver the jobs and social justice we all want.  It is the only way to protect the European values we hold so dear.  And it is the one achievement none of us can afford to fail at.

