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The enlargement of the European Union towards the countries of Central and Eastern
Europe is currently no doubt the greatest challenge facing the European integration process
at the doorstep of the 21t Century. As mayor of the city of Vienna, a city in the very heart of
Europe and a traditional meeting point of East and West, and as president of the Austrian
Association of Cities and Towns, | deeply believe that this enlargement will contribute, in the
long run, to the creation of a Europe of peace, security and prosperity for the benefit of all
its citizens.

All decision makers seem to agree that enlargement calls for profound preparatory
measures, both on behalf of the EU Member States and the accession countries. Only a
thorough, and above all timely preparation will diminish the fears and doubts which currently
exist within wide sections of the population and motivate the people to join forces in pushing
forward the European integration process.

Here the "young" EU Member States Finland, Austria and Sweden have a special role to
play. They are called upon to share the experiences made not so long ago in the course of
their own accession process with the next accession candidates, the countries of Central
and Eastern Europe. As experiences in Finland, Austria and Sweden have shown, the role of
local and regional level is extremely important in this context.

Local authorities have always contributed a great deal to Europe’s development and
prosperity. Local authorities are the focal points of people's living together and they
influence noticeably their quality of life. It is therefore also local and regional authorities who
make a considerable contribution to the successful implementation of European integration.

The close involvement of the local and regional level in the preparatory process is a
significant precondition for a successful accession, as was demonstrated in the cases of
Finland, Austria and Sweden. As Executive President of the Council of European
Municipalities and Regions (CEMR), | consider it to be my strong personal concern to
encourage and motivate the local authorities in the candidate countries of Central and
Eastern Europe to take an active part in the pre-accession preparatory work. The brochure
now available, prepared by a CEMR working group, is the first outcome of this co-operation.
It comprises the experiences made by local and regional authorities in Finland, Austria and
Sweden in the course of the EU-accession process. It should enable local authorities in the
candidate countries to get a first impression of the tasks and responsibilities they will have
to cope with, but also point out the new perspectives and possibilities offered to them
through accession. At the same time this publication should demonstrate to the
governments of candidate countries the importance of timely incorporating the local and
regional level and their associations in the pre-accession process.
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This brochure is at the same time a first step in a series of activities to be carried out during
the next two years within the framework of the Local Government Network (LOGON) Project.
They all aim at intensifying the exchange of experience and co-operation at local level and
thus strive to make a significant contribution to local development and to European
integration.

Concluding | would like to thank all the people who have brought in their knowledge and

experiences within the CEMR working group and the LOGON Project and wish all of us an
ongoing and successful co-operation.

Michael Haupl

Mayor of Vienna
CEMR Executive President

Vienna, January 1999

14
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This document reflects the experiences made at local and regional level during the process
of accession in the three Member States who joined the European Union in 1995 (Austria,
Finland and Sweden). Its main part consists of three reports prepared by the associations of
local and regional authorities in these countries.

The report on Austria describes the legal, organisational and financial effects as well as the
experiences gained in specific areas of municipal competence, such as the environment,
financial matters or urban and regional development. It is understood that due to the federal
structure of Austria experience may vary depending on the level of involvement in the
decision-making process, as well as on the extent to which local and regional authorities are
affected by new provisions. As far as we know, this is the first report of its kind.

The Associations of local and regional authorities in the two other Member States that joined
the EU together with Austria in the last enlargement round of 1995 (Finland and Sweden),
have also submitted reports which supplement the manifold picture of the European Union.
The Swedish report is also used as a basic document at the conferences held by the
Committee of the Regions in the candidate countries.

The right of local authorities, regions and Lander to be informed and to submit comments on
EU-related issues, combined with a comprehensive partnership-based involvement in the
national decision-making process, should be seen as one of the key issues of a successful
accession. This system has proved to be able to provide for solutions favourable both for
the country as a whole, the citizens and the municipalities.

The present publication is an experiment. Its aim is to assist the associations of local and
regional authorities in the candidate countries in preparing for the extensive adjustment
process required in the course of their EU accession. But it should also be seen as a
contribution to a smooth EU enlargement process for the benefit of both new and current EU
Member States and their citizens, faced with so many changes in their daily life.

The framework for this project is provided by a working group, set up on 27 October 1998
by the Council of European Municipalities and Regions (CEMR), the European umbrella
organisation of national associations of local and regional authorities. The working group is
chaired by the Austrian Association of Cities and Towns in close co-operation with the
Association of Austrian Municipalities.
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The project is financed to a large extent by the Austrian Federal Chancellery through funds
earmarked for co-operation with the Countries of Central and Eastern Europe and
implemented through the "Know-How Transfer Centre" of the Austrian Association of Cities
and Towns. Additional financial support is provided by EU funds.

Associations of local and regional authorities in the following countries currently participate
in this project:

Austria, Bulgaria, Czech Republic, Estonia, Finland, Germany, Greece, Hungary, Latvia, the
Netherlands, Poland, Rumania, Slovakia, Slovenia, Sweden and United Kingdom.
Erich Prambock

Chairman of the LOGON Working Group

Vienna, January 1999
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The LOGON project has achieved its objectives to a large extent:

» providing cities, towns and their associations with relevant information on the effects of
enlargement at local level,

+ strengthening the awareness of national governments to the necessity of integrating the
local level into the preparatory work of the enlargement process.

Exchange of information proceeds successfully

The LOGON report provides an overview of the experiences made by the associations of
local and regional authorities during the process of accession in the three Member States
who joined the European Union in 1995 (Austria, Finland and Sweden) with regard to the
effects of accession at local and regional level. 2.500 copies of the report (in German or
English) have been distributed until now to relevant decision makers. A Polish version, as
well as a translation into Estonian of parts of the report are available as of February 2000.
A 13-page summary outlining the major 9 statements, as well as the two-page final
declaration of the LOGON Start Conference of February 1999 are now available in all
languages of the accession candidate countries.

Meanwhile working groups meetings have taken place in Bonn and in Helsinki, as well as
study visits in Austria and to the European Institutions in Brussels in order to gain an insight
into European policies as implemented in one of the Member States, as well as at European
level. First seminars and meetings in the candidate countries have already taken place or
are currently being prepared. The process of information exchange thus proceeds
successfully, yet its intensity varies from one country to another.

Different levels of involvement of local and regional associations in the national accession
preparations in their respective countries

Representatives of national governments and parliaments of the accession candidate
countries participated at the LOGON Start Conference in February 1999. On this occasion,
participants from the three Member States who had joined the Union in 1995 underlined the
need to incorporate the local level in the accession preparation process, as it was cities and
towns who were obliged to implement a large part of the measures aimed at adapting to EU
standards.

The second objective set by the LOGON Project, that is incorporating the local and regional
associations, in the internal preparatory process towards EU accession has only been
achieved in a small number of cases. It is furthermore disappointing to observe, that EU
negotiation partners ignore the necessity to co-operate with the local level while examining
the institutional preconditions for adopting the acquis communautaire. The chance of further
enhancing political acceptance of EU accession among the population of candidate
countries is thus given away.
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This LOGON Report 2000, updated in spring 2000, is a revised version of the first Report
issued at the beginning of 1999. In comparison to the first report, it is notably the chapters
on the environment, local finance and the state of the art concerning the accession
negotiations which have been considerably amended. The number of authors, who
delivered inputs for this publication has increased slightly, several chapters referring to
frequently asked questions have been added, such as:

» Experience gained with regional management structures;

* Regional and structural policy in the period 2000 - 2006;

* Pre-accession assistance;

» Important EU Institutions and Organisations providing support for the local level in the
candidate countries;

» Overview of key contacts in the candidate countries;

« Overview of EU guidelines and directives which are relevant for the local level.

All LOGON documents, including this report, are available at the LOGON internet site:
http://www.ceec-logon.net

The authors wish this report to be considered as their contribution to a smooth and efficient

enlargement process.

Erich Prambock

Chairman of the LOGON Working Group

Vienna, Spring 2000
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Introduction

Since the early 1990s, the Council of European Municipalities and Regions (CEMR) and its
Member Associations, in addition to a large number of other international organisations,
have contributed their share in facilitating the process of adjustment to EU standards in the
countries of Central and Eastern Europe and supporting the setting up of efficient local
authorities and regions and their representative organisations. This was done by
establishing working contacts, and notably through the organisation of information events for
elected representatives and expert exchanges.

The planned enlargement of the European Union marks a further step towards European
integration, with a considerable impact at local and regional level. Being well aware, and in
good time, of possible changes may contribute decisively to the successful implementation
of the integration process. A report formulated within the framework of a CEMR working
group outlines the experiences gathered by associations of local and regional authorities in
Finland, Austria and Sweden, which became EU members in 1995. This should facilitate the
process of European integration at local and regional level and intensify the co-operation
between European cities and regions and their associations.

This summary is based on a comprehensive report, elaborated by local and regional
politicians and experts, who were closely involved with their respective countries’ accession
process.

The co-operation of local authorities and regions with
the central government

In principal, it is the national governments and administrations, as well as the Parliaments,
who are assigned the key role vis-a-vis the European Union and actively participate in the
legislative work, the decision-making process and the activities of the Commission and of
other EU institutions. However, the steadily increasing scope of "European law" and the
impact of activities and measures undertaken at European level affect local and regional
government level as well. It is against this background that local government associations
and the representative bodies of the regions and Lander in Finland, Austria and Sweden
generated the inclusion of this government level into the relevant information flow between
the EU and the central-government level and into the preparation process of various
integration-policy decisions.

Report on experiences gained, elaborated within the framework of a
CEMR working group

The report comprises a presentation on the experiences made by local and regional
government associations in Finland, Austria and Sweden in the course of EU accession.
These experiences could also be used as a basis for the preparatory work of other
countries seeking accession. The Swedish part of this report is already being used as
groundwork for conferences organised by the Committee of the Regions (CoR).
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The structure of the summary

It seemed useful to split up the complete summary into two parts. The first describes the
experiences gained in the course of preparing for EU accession (starting around 1987 until
1994), whereas the second part will comprise the first experiences gained by the
associations of local and regional authorities in the three new Member States (from 1995 up
to early 2000).

Preparing for EU membership

The start of the accession process was marked by principle decisions at national level
(policy statements), by the establishment of institutions to co-ordinate the processing of
information and to adjust the legal system and the administrative structure, as well as by
training elected representatives and officers and informing the general public.

Already in the late 1980, the topic of accession to the European Community was taken up
in Finland, where appropriate institutions to prepare the negotiations were set up by the
government. An advisory council, chaired by the Prime Minister, enabled different
associations of local and regional authorities (it was not before 1993 that they merged into
the powerful "Association of Finnish Local and Regional Authorities") to participate in the
debates and in the preparatory work.

In Austria, the "Working Group on European Integration" was set up in 1987 at the Federal
Chancellery, including representatives of the federal government, the Lander, the local
government and the social partners. Following the country’'s official application for
membership in 1989, the "Council on Austrian Integration Policy", chaired by the Federal
Chancellor, was set up. The Lander and local authorities are appropriately represented in
this advisory body as well.

In Sweden discussions on issues related to integration were taken up in 1991. The
government set up working groups, at which the Swedish associations of local and regional
authorities (the Swedish Association of Local Authorities - SALA and the Federation of
Swedish County Councils - FSCC) partly participated. It was difficult, even until recently, to
find a common basis for discussions on EU-related topics with the government.

The phases of the accession process

The preliminary stage of EU accession consisted, starting 1984, of negotiations on increased
economic co-operation between the European Community and the countries which were still
EFTA members in the late 1980s (notably the Nordic countries, Switzerland and Austria). The
agreement setting up the European Economic Area (EEA) was signed in 1992 and came into
effect on 01.01.1994. In this way, two thirds of the so-called "acquis communautaire" already
became common law for all countries in the European Economic Area.

Following the respective applications, the European Community took a decision, in 1992, to
take up accession negotiations with the EFTA states. In the case of Finland, Austria and
Sweden, this led to accession on 01.01.1995.



CRE

1.1.7

1.1.8

23

Logon Report 2000 Chapter 1

Major topics dealt with during the preparatory phase

The following were regarded by the associations of local and regional authorities as priority
topics during the preparatory phase:

+  What kind of changes should be expected with regards to local and regional tasks and
responsibilities?

* Is there a way of minimising or compensating the possible restrictions on local and
regional autonomy and on the right to be included in the information processing and
decision-making in issues of importance for the local and regional level?

+ Which impacts may be expected with regards to the financial resources and the
economic activities of local authorities and regions?

+  What are the possibilities of proposing candidates to the national government for the
committee of local and regional authorities (Committee of the Regions) and how could
this body be strengthened?

+ What are the best ways of ensuring a continuous and extensive flow of information (from
and to Brussels, from and to the national governments, to individual local authorities and
regions) and the establishment of contacts and links to experts, to the national
administrations and to the European Commission?

+  What are the best ways of introducing more transparency into the national preparatory
measures and into the decision-making process at EU level, notably with regards to
regulations concerning the tasks and responsibilities of local authorities and regions?

Preparatory measures

The major effort during the preparatory phase was focused on the extensive and demanding
task of screening and adjusting the national laws and other regulations and the practical
course of work, notably at national level, for example in the fields of environmental protection,
support for trade and industry and agriculture. Local authorities and regions actively tackled
the novelties concerning their interests, for example in the fields of public procurement,
subsidies, economic promotion and the right of all EU citizens to vote in municipal elections.
The most important preparatory measures towards integration were the following:

« Ensuring the availability of appropriate staff. This refers to setting up political committees
- notably the "European Committees" - as well as to personnel employed by the
associations, the appointment of "European officers" in the larger cities and regions and
the setting up of liaison offices in Brussels. Finland and Sweden set up a joint office in
Brussels as early as 1992. The representatives of the Austrian associations and of the
Lander were integrated into the Austrian mission in Brussels.

* Initiating and pushing training measures aimed at familiarising politicians, civil servants
in local and regional authorities and the associations’ staff with the organs and the
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functioning of the European Union. Additionally information was provided on the EU
regulatory instruments, such as directives and regulations, on funding programmes and
on the relevant decision-making processes. Yet another objective, most of all for the
Austrians, consisted in ensuring that people involved in European affairs improved their
knowledge of English and French.

» Preparing reports on the possible impacts of EU membership, including general
information on structural and regional policies and support measures. Special "European
sheets" were inserted in the associations’ regular information bulletins and European
issues, such as new EU directives, were regularly tackled by expert committees and
during the annual meetings. Reports on European issues were also made available on
the associations’ newly-established internet home pages.

Nevertheless, the preparation phase for EU accession also led to some substantial changes.

» Regional (association-like) structures, putting together several local authorities, were
established in Finland in 1994 through a special law on regional development. Their
main task is to draw up regional development and promotion programmes and co-
operate with the EU institutions in charge of regional policy.

* In the course of adjusting the federal constitution as part of the EU accession process,
the Austrian local authorities and Lander were granted, in 1995, a right guaranteed by
the constitution, to be informed about and participate in the decision-making process
regarding integration-policy issues of relevance to their interests (Article 23 c¢) and d) of
the federal constitution).

* In general, the national associations of local and regional authorities in Finland, Austria
and Sweden have upgraded their co-operation with institutions at European level
considerably. This applies to the Committee of the Regions, the Congress of Local and
Regional Authorities of Europe (CLRAE) at the Council of Europe, the Council of European
Municipalities and Regions (CEMR) and the Assembly of European Regions (AER).

« It was important, at least in the case of Austria, to increase the financial resources of the
associations of local and regional authorities due to the larger scope of their activities.
This was achieved by raising the membership fees and through financial support from
the national government.

Experiences gained by local authorities and regions
following accession - an overview

During several years, covering the period from pre-accession to post-accession, Finland,
Austria and Sweden were not only faced with the necessity to familiarise with already well-
established Community regulations, for example the ones concerning public procurement,
subsidies and Structural Funds, but also needed to tackle the new developments.

Over the last years, the EU focused its efforts on consolidating the Internal Market (e.g. in
the fields of electricity and gas), reinforcing the environmental protection policy and putting
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into practice the Economic and Monetary Union, whereas the level of dynamism varies
considerably from one policy field to another. It was not later than at the special meeting of
the European Council in Luxembourg in November 1997, that employment policy has
become one of the priority items on the Union’s political agenda.

The level at which local authorities and regions are affected by EU accession is determined
by the varying grade of their competencies and by the administrative structure of the
respective state. Thus the following is merely a general overview:

The scope of adjustment of the legal system

As a rule, local authorities still implement national law, whereas its content often originates
from EU level. Only in few exceptional cases EU legislation is being directly implemented.
With regards to adopting new EU laws it is important to note, that the process of both formal
and informal negotiations and lobbying relating to the their contents now involves more
actors than before.

Public procurement

Local authorities and regions are significant public procurers. The large internal market
therefore offers ample possibilities for substantial cost savings through EU-wide calls for
tenders. Whereas Austrian local authorities reacted with reserve to the internal market
regulations, the Finnish legislative determined thresholds for EU-wide bidding, which are yet
lower than stipulated by the regulations. Cross-border public procurement is presently of
marginal significance, this however may change in the future. For such a change to be
achieved, the EU mainly proposes improved information processing for procurers and
suppliers, which implies the need on behalf of local authorities to deal even more closely
with electronic media and modern communication technologies. More transparency will also
be achieved through the introduction of the Euro.

Resulting from the liberalisation of public procurement due to the adoption of the EU
regulations, local authorities will be faced with difficulties notably in the context of granting
contracts to local businesses and with regards to their own municipal enterprises.

The principles of the Structural Funds

In spite of the fact that partly changed programmes (different emphasis, funding, etc.) are
expected to be introduced as of the year 2000, the experiences and findings listed below
are still valid. The following are the predominant characteristics of EU regional and structural
policies when compared with former national-level support and promotion measures:

» European programmes are strictly objective-oriented;

+ they are based on a multi-annual programme planning (systematic approach, that is,
measures designed for a period of several years and individual projects within this
framework);

+ they require compliance with the following principles:

Partnership: close co-ordination between the Commission and all relevant authorities at
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national, regional and local level through all phases of the programme planning must be
guaranteed. To some extent social partners and Non-Governmental Organisations
(NGOs) are included as well;

Co-financing: the EU only finances a part of the costs of a programme or a project,
whereas the remaining funding must be guaranteed by the relevant national or public
authority, or by private funds;

Subsidiarity: the EU only undertakes measures aimed at achieving goals which can not be
achieved at the national level, and which are therefore, due to their scope or impact, more
likely to be sufficiently realised at Community level (The Amsterdam EC Treaty, Article 5).

For the local level this means, that local authorities must primarily co-ordinate their activities
related to the development and implementation of programmes with their own respective
regional and national administrations.

The different co-operation programmes, which exist in addition to the Structural Funds, are
of varying importance for local and regional authorities. The following should be mentioned:
education and training programmes, the new research and development programmes, as
well as the initiatives supporting small and medium-sized enterprises (SMEs), environmental
protection, tourism, social policy and the Information Society. The associations of local and
regional authorities may help to promote ideas and networking in these fields, which are of
strategic importance for local and regional authorities.

Subsidies (economic promotion)

EU law prohibits state subsidies (including the waiving of such costs which are usually
carried by the enterprise), which distort, or may handicap free competition. Each subsidy
must be reported to the European Commission, which examines it and decides whether or
not it is allowable and at which level. There are many exceptions to this rule, though, and it
is not easy to draw a clear line. In principle, the private and public sectors must be treated
equally. For local authorities and their municipal enterprises (e.g. the energy sector, public
transport) this leads to significant changes and restrictions, notably in the case of large-
scale investments and within the system of "internal subsidies" (inter-connection between
different branches of municipal enterprises, enabling, for example, using the surplus of the
electricity enterprise to cover the deficits of the public transport company). A good example
for these developments is the provision stipulating that the territorial monopoly of energy
supply be restricted or indeed dissolved.

The right of all EU citizens to vote and to stand as a candidate in municipal elections

The right of all citizens of the Union to vote and to stand as a candidate in municipal
elections is regarded as a visible element of the development of the EU into a "political"
union and should also be seen as a decisive step towards a "Citizens’ Europe".

Municipal and regional finances

Both the existing directives (6. VAT directive and the consumer tax system directive), as well
as the tax harmonisation policy currently being prepared, are seen by the associations of local
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and regional authorities as developments which have so far been largely underestimated. The
examination of the EU conformity of the beverage tax may bring about serious financial
burdens for Austrian local and regional authorities. Although these charges had been declared
to conform with EU law during the accession negotiations, their current status is very unclear
in view of the possibility that it may be changed once more. However, a positive result was
achieved with regards to the tourism charges.

Yet another general problem, which local and regional authorities may have to face in the
future, derives from the Europe-wide pressure to reduce wage-dependent taxes, resulting in
substantial financial losses for local authorities. They are well-advised to approach this issue
intensively, both at national and European level (European Commission, Committee of the
Regions, European Parliament).

In this context it may be of some interest to note that it was in Austria, basically a federal
state, that new national co-ordination instruments in the field of public finances were set up
in order to achieve compliance with the level of stability criteria required for joining the
Economic and Monetary Union ("Maastricht Criteria").

One of these instruments is a "consultative mechanism", guaranteed by the federal
constitution. It stipulates that local and regional authorities must be consulted prior to any
legislative measures undertaken by one legislative level (for example the national
government), which may affect (that is, result in additional expenditure) them and that a
consensus of opinion must be sought in such cases or compensation be paid.

Furthermore, Austrian territorial authorities agreed on a so-called National Stability Pact,
which provides for co-ordination between all levels when it comes to determining budgetary-
policy goals (in the context of reaching the level required by the public-debt criteria). It also
stipulates medium-term co-ordination and monitoring of the public financial and budgetary
policies.

Local authorities associations were authorised through constitutional laws to reach binding
agreements upon these issues with the national government and the Lander on behalf of
local authorities.

Environmental policy

Some 200 EU directives apply to or affect the political or technical aspects of environmental
protection. This may have a considerable impact at local and regional level, as local and
regional authorities are forced to take environmental aspects into consideration. All in all it
can be observed that, resulting from EU measures, the national environmental-protection
policies, for example in the fields of water, waste water, air and noise, had to be
increasingly focused on individual quality standards (such as technical standards, specific
emissions, noise level or chemical composition). The associations of local and regional
authorities had, and still have to ensure their active participation when it comes to drawing
regulations affecting the fields in which local and regional authorities are active, such as
waste disposal, the protection of drinking water and sewage treatment. In some cases, like
in Austria, new frameworks (such as appropriate funding instruments) had first to be
established, in co-operation with the associations of local and regional authorities, in order
to provide for the immense investments needed in order to comply with the partly very
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stringent environmental regulations. Experience has shown that the financial impacts of
implementing EU environmental standards may lead to serious problems.

Problems arising from the integration of EU environmental standards into national law vary
considerably as circumstances differ from one country to another. This applies, for example,
to the draft Water Framework Directive (prescribing that water management systems be based
on river basins, whereas in Central Europe river basins often stretch over the boundaries of
several countries with different government structures), or the nitrate directive (partly causing
strong opposition in the agricultural sector, which refuses to reduce the use of fertilisers).

Employment policy

Although measures aiming at reducing unemployment, job creation and boosting economic
activity are usually the responsibility of central governments due to their general
competencies with regards to economic policy, these issues are of high importance for local
authorities and regions as well. It is against this background that the associations of local and
regional authorities welcome the increasing, though slowly, importance attached to
employment and social policy programmes at EU level, as well as the drawing up, as of 1998,
of national employment programmes, which must be assessed in Brussels. It is in the first
place the initiatives aimed at facilitating the setting up of enterprises, the retraining and
employment programmes for the handicapped, long-term unemployed and youth, as well as
measures to improve the quality of location, that clearly touch upon the interests of local level.
Being involved in co-ordinating and, yet more important, in the decision-making process with
regards to these programmes, for example within the framework of territorial and local
employment measures, is of importance for local and regional authorities, since this issue
closely relates to major financial obligations on their part (e.g. in the field of social welfare).

Urban development - administration development

These policy fields are becoming increasingly more important, as they aim at recording and
developing local and regional authorities’ own potentials. Urban policy tackles, inter alia, the
issue of making best use of the synergy between urban centres and local authorities in their
hinterland, as well as between different markets and cultures, in order to strengthen the role
of cities as centres of and "logistic systems" for the entire region. This is important also in
view of the fact that cities must face specific problems due to their high population density,
for example with regards to social issues, traffic and environmental quality.

The objective of setting up of appropriate, indeed future-oriented administrative systems,
which are a precondition for the development of the aforementioned synergy effects, must
be supported both through national measure and the EU urban policies. Strengthening the
political and administrative structures, and thus the innovative and financial capacities of
local and regional authorities, also at European level, is an objective worth striving for.
These and similar topics can only be approached in connection with an overall policy goal
of modernising the administrative structures and of reconsidering the given institutionalised
frameworks (for example forms and instruments of inter-municipal co-operation in
conurbations, framework provisions for public accountings). Up to now, not much attention
has been paid to this issue.
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» Efforts should be made, as soon as possible, to establish a constructive dialogue on EU-
relevant issues between all decision-making bodies. It is important in this context to apply,
or indeed to establish the principle of partnership with business and other social partners,
with NGOs and, most of all, within the public sector (horizontally between local authorities
and regions, vertically between local authorities and regions and the central government).

* The European Union is an alliance of national states. The Member States’ individual
interests are safeguarded by their representatives in the European Council. Up to now,
the local and regional level's interests are formally voiced only within the Committee of
the Regions, which is a consultative EU institution. It is therefore indispensable for this
level to be included in the national integration process as soon as possible. This not only
applies to a smooth and timely flow of information from the national to the local and
regional levels, but above all to the formally binding integration of local authorities and
regions into the national decision-making process. Here it is of importance for local and
regional authorities to be able to bring in their interests and concerns already during the
pre-accession process.

+ The vast amount of additional information necessitates the wide-scale use of modern
information and communication technologies. At the same time, experts and trainer
teams should ensure that the complete range of stakeholders - elected representatives,
public-service employees, citizens interests groups, etc. - be informed on the
appropriate preparatory measures for and the expected consequences of EU accession.

+ Competent representation of the interests of local and regional authorities at national and
European level requires good and continuous preparatory work, in the course of which
the priority issues, the set objectives and the measures to be implemented in order to be
included in the decision-making process should be clearly determined. In this sense
individual authorities should establish and intensify their links to the national government,
which can also be promoted by inviting central government representatives to attend
municipal expert meetings and the like. Experience has shown that it is the quality of the
experts representing local and regional positions, which makes all the difference. These
are after all the same experts, who are later asked to solve problems and who contribute
to the identifying of new strategies, both at national and European level.

+ The pre-accession preparatory work is only one phase in a continuous process of
adjustment and changes. The experiences gathered in Finland, Austria and Sweden
however show that this process becomes yet more intensive and sweeping than
expected. These experiences further point out that an extensive involvement of local
authorities, regions and their representative organisations in the overall EU-relevant
decision-making process may contribute considerably to the successful implementation
of EU accession.

The "new Europe" will be successful and durable only if all territorial authorities and their
representatives, mutually respecting each other’'s needs and interests, join forces in order to
establish these new structures for the benefit of all European citizens.
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Internal Market, Economic and Monetary Union

Decisive steps for the deepening of the Community structures were taken with the
publishing, in 1985, of the European Commissions White Paper on the Internal Market, the
inclusion of the Four Freedoms (movement of goods, services, capital and freedom of
establishment) in the Treaties establishing the European Communities, and the coming into
effect of the Single European Act (SEA) in 1987. Resulting from this, the local and regional
authorities in the then 12 Member States had to deal with the effects of the new objectives
of the Community; likewise, the EFTA states (European Free Trade Association), including
Austria, had to face this new situation. In order to remain competitive in the future internal
market, the EFTA states either had to follow the European Communities (EC) standards
autonomously or, alternatively, strive for membership in the EC, which would enable them to
take part in the formulation of new regulations.

This problem was compounded by the Treaty of Maastricht, adopted in 1992, which inter
alia agreed on the objective of creating a political as well as an economic and monetary
union by introducing a common currency (the Euro, as of 1st January 1999) and on the
setting up of the Committee of the Regions (CoR), consisting of representatives of local and
regional authorities.

European Economic Area

At the beginning of 1989, the President of the European Commission, Jacques Delors,
presented the proposal of creating the European Economic Area (EEA) in order to increase
co-operation between EFTA and the EC.

The EFTA states concurred with this proposal and agreed, in the course of a conference
held in Oslo in 1989, to enter into a partnership with the European Communities, providing
for joint decision-making and joint institutions. Following negotiations over several years, the
EEA Treaty was signed in Porto on 2nd May 1992 and took effect on 1st January 1994. In
this way, two thirds of the acquis communautaire already became common law for all
countries in the European Economic Area.

At the same time, the EC in 1992 decided, on the basis of corresponding applications, that
accession negotiations be initiated with the EFTA states. In the case of Finland, Austria and
Sweden, these led to EU accession on 1st January 1995.

In principle, the very arguments then brought forward with respect to the EFTA states,
concerning their continuously deepening economic and political relationship with the
European Union, apply today to the Central and Eastern European countries, which for this
reason have equally concluded association agreements and submitted applications for EU
accession.
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The Austrian integration process

The decision of the European Community in the mid 1980s to further intensify its internal
integration has led to an increasing discussion in Austria about its relationship with the
European Community. As early as 1987, it was by declaration of the Austrian federal
government that a "Working Group on Integration" was established, bringing together all
federal ministries, the Lander and local authorities, as well as the social partners. It was the
task of this group to compare the Austrian legal system with EC law.

Decisions taken at national level

In accordance with the report submitted in 1988, the Austrian federal government decided,
on 17th April 1989, to request the Austrian Parliament to approve the country’s application
for membership in the EC. Extensive political debates followed, finally, on 29th June 1989,
the Parliament instructed the federal government to initiate negotiations on Austria’s
accession to the EC.

At the same time, the "Council on Austrian Integration Policy" was set up. Chaired by the
Federal Chancellor, its members include the vice-chancellor, a number of Federal Ministers,
representatives of the parliamentary parties, of the social partners, of the Lander and of the
local level (the Austrian Association of Cities and Towns and the Association of Austrian
Municipalities). This Council advises the federal government, facilitated the mutual exchange
of information and provided a basis for consultation with the different stakeholders.

Formal negotiations between Austria and the EC began on 1st February 1993 and were
formally concluded on 12th April 1994. The topics dealt with in these negotiations included
all areas of the acquis not covered in the EEA agreement, in particular sensitive issues such
as agriculture, transit traffic or transitional free-movement provisions. Following the adoption
of the negotiation outcome by the European Parliament on 4th May 1994, the Austrian
Parliament, on 5th May 1994, adopted the federal constitutional law required for accession.

As the accession required a fundamental modification of the Austrian Federal Constitution, a
public referendum had to be carried out. It should be borne in mind, that within the area of
EC competence an estimated 60 to 90 percent of all regulations are formulated by the
Community and not (as in the past) by the national parliament.

On 12t June 1994, the Austrian people, with a majority of 66.58% voted for the accession of
their country to the European Union (EU Treaty as amended by Maastricht). After the
ratification of the accession agreement by the then 12 EU Member States and a corresponding
resolution of the Austrian parliament on 11th November 1994, the accession took effect on
1st January 1995. Austria’s preparations for accession to the European Union thus covered a
period of seven years (including the preparation for the European Economic Area).
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Basic considerations regarding the involvement of local authorities
and the Lander in EU issues

a) The political importance of the Lander and of local authorities

No political community can survive in the long run if it is not accepted by citizens and
leading decision-makers. For this reason, the European Union propagates the concept of a
"Citizens' Europe". In Austria, local and regional authorities are important entities that co-
determine the local quality of life and economic development, being the level closest to the
citizens. Moreover, municipal decision-makers and their political parties provide information
and influence public opinion at local level.

Due to the federal structure of Austria, the nine Lander have great political weight, which
they exercise inter alia through the political party organisations.

Beyond their general importance, the involvement of the local authorities and the Lander in
the preparation process of Austria’s accession was also due to the fact that a public
referendum had to be carried out after the conclusion of the accession negotiations. Since
the accession to the European Union has manifold effects - both positive ones and others
obviously considered negative - the involvement of all key actors was considered to be a
useful approach. In this way it was possible to include the opinions of all of these partners
into the preparation process, as well as to avoid broad public rejection before the
referendum. The high degree of approval of Austria’s voters for the EU accession (66%)
justified this concept.

b) The legal involvement of local and regional authorities

The European Union is also a legal community that creates European law, the so-called
"Community law", in the areas of competence assigned to it. For this purpose, it uses legal
instruments - directives, regulations and decisions.

As a result of multilateral agreements - the Treaty of Rome, the Single European Act, the
Treaty of Maastricht, the Treaty of Amsterdam - the European Union develops its own
"European law". This continuously growing body of "European law" (acquis communautaire)
constitutes an additional source of legislation for the national level, since the legal
instruments of the Community are binding for the Member States.

As integration progresses, local and regional levels are increasingly affected by Community
law as the European Union regulates matters in which these bodies are active. In their
actions, local and regional authorities must therefore increasingly take account of European
law and may not invoke the principle of subsidiarity if exclusive competencies of the
Community are concerned.

Community law takes precedence over all national laws, including national constitutional
law. Neither does it take account of the internal structures of the Member States, which
means that it must be implemented according to the given situation. The European Court of
Justice has already clearly proclaimed this in a decision taken in 1982: "No EC Member
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State may successfully invoke internal difficulties or provisions of its internal law, even if
these have constitutional status, to justify non-compliance with or delayed implementation of
provisions of EC law".

Community law is applicable either after formal implementation by national laws (directives)
- which permits some leeway for action of the national states - or directly (regulations and
decisions) and is enforceable in the same way as national laws.

Legal rules for municipal organisations are not part of Community law. The right to
determine the scope of self government of local and regional authorities remains a
competence of the Member States.

c) Integration into the information flow and possibilities of tabling comments

Formally, only Member States maintain contacts with the European institutions. It is the task
of each Member State to conduct accession negotiations and, following accession, to
represent the interests of local and regional government in the EU legislative process.

Before Austria’s accession to the EU, the Lander and local authorities, which according to
the Austrian constitution have legislative power (the Lander) or autonomy in some sectors,
favoured the participation of Austria in the internal market, with the aim of full membership in
the European Communities. But at the same time, they demanded that the country’s federal
structure and autonomy of local authorities be maintained, and that local authorities and the
Lander be involved in the integration policy decision-making process in all issues relating to
their autonomy or issues of major importance to them.

The participation of the Austrian Lander and local authorities in the accession process to the
European Communities was mainly achieved by means of

» participation in the "Council on Austrian Integration Policy" and in the numerous
ministerial working groups;

+ tabling opinions/ statements;

« developing position papers representing their interests;

+ holding expert conferences;

» participating in the process of defining the national (Austrian) interests with regards to
EU matters.

The interests of the Lander concerning the European integration process are mainly
formulated by the "Conference of Governors of the Lander". Moreover, the Lander have
instituted the "Integration Conference of the Lander" to discuss integration policy issues, as
well as the "Permanent Integration Committee of the Lander" at official level. The interests of
local authorities are safeguarded by the Association of Austrian Municipalities and the
Austrian Association of Cities and Towns.

In order to safeguard their interests in the process of negotiating EU accession, the Lander
set up an office within the Austrian mission to the European Communities in Brussels. In
August 1994 the Austrian Association of Cities and Towns and in 1996 the Association of
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Austrian Municipalities delegated one staff member each to Brussels. Both staff members,
as well as the Lander representative, are integrated into the mission's organisational system
and hold diplomatic status.

In 1995, in the course of the EU adjustment of the Federal Constitution, the Lander and local
authorities were given the right of participation in integration-policy issues concerning them
(Article 23 c) and d) of the Federal Constitution). Moreover, in areas in which the Lander
have legislative and executive power, the federal government may deviate from the
positions taken by the Lander only when foreign and integration policy interests are
concerned.

The Austrian Association of Cities and Towns and the Association of Austrian Municipalities
have the right of information and comment on issues concerning local authorities.
Information is channelled through the Federal Chancellery, the Federal Ministry of Foreign
Affairs and the other respective federal ministries. They regularly receive a wide variety of
documents and participate in the internal preliminary discussions of the ministries.

Provided by a provision in the Austrian constitution, the Lander and the two Associations are
additionally entitled to propose to the government delegates to be nominated to the
Committee of the Regions of the European Union.

Furthermore, the Austrian Lander have started establishing, in the mid 1990s, their own EU
liaison offices outside the Austrian EU Mission. Individual cities have not opened separate
offices but are represented through the Austrian Association of Cities and Towns or by their
respective Lander offices.

The following shifts within the existing structures have occurred during the years following
accession:

*  The meetings of "The Council on Austrian Integration Policy" are still being conducted,
yet the actual exchange of information and the process of defining the Austrian interests
take place during the weekly inter-ministerial discussion round, which are used to
prepare the COREPER meetings. Additionally sessions are regularly held to discuss the
state of accession negotiations. The participation of representatives of local and regional
authorities at the inter-ministerial discussion rounds is guaranteed, yet subject to the
availability of staff.

« The information provision and the internal agreements at the Lander level now
exclusively take place within the framework of the regular activities of the
"Verbindungsstelle der Bundeslander" (the Lander co-ordination bureau).

* Furthermore, staff members of the Austrian Association of Cities and Towns participate in
the CEMR working groups meetings and contribute to the drafting of position papers,
which are then forwarded to the Commission and/or the Committee of the Regions.
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Staff requirements for European issues

Already during the pre-accession process it was necessary to ensure that the required staff
would be available as soon as needed.

Nearly the complete requirements were covered by the national government, which was
responsible for leading the negotiations. Approximately 300 persons of the federal
administration participated in the relevant working groups.

"European Officers" were appointed in each of the nine Lander to make sure that the various
issues were covered by the respective departments. Staff amounted to a maximum of five
persons per Land.

Following a suggestion by the Austrian Association of Cities and Towns, the bigger cities,
too, appointed European Officers. The Austrian Association of Cities and Towns set up a
separate working group, providing a platform for the exchange of information between these
experts. The Association of Austrian Municipalities intensified its work in the "European
Committee", whose members are mainly representatives of the association’s organisations in
the different Lander.

At the secretariat of the Austrian Association of Cities and Towns two to three persons dealt
predominantly with European issues. The Association of Austrian Municipalities, too,
adapted its staff to the new requirements.

It has proven useful (at least for bigger cities) to have one staff member deal with EU
funding programmes and look for possibilities for the city to make use of such funds. It has
to be mentioned, however, that Austria, being a relatively prosperous country, may claim
only limited EU subsidies. Cities are almost entirely excluded from EU regional policy funds.

In order to improve the quality of European work, the following basic and advanced training
courses were carried out, ensuring that politicians and administrative staff familiarise with
the Union’s institutions and functioning, as well as with regulatory instruments of the
European Communities, such as directives, guidelines and decisions:

* Representatives of Austrian local authorities and of the Lander participated in the
following:

- seminars of renowned institutions, notably the European Institute for Public
Administration (EIPA) in Maastricht;

- basic and advanced training courses at the "Federal Academy for Public
Administration";

- for events held in cities and towns, speakers were provided by the Federal level, by
the Austrian Association of Cities and Towns and by the Association of Austrian
Municipalities, as well as by other European local authorities’ associations;
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- In addition to the efforts made to improve the qualification of staff members, the fact
that universities had begun teaching European law in the mid-1980s proved to be very
helpful;

- Furthermore it became necessary to improve the language skills of staff members
assigned with Europe-related tasks in order to raise the level of negotiations. This
refers mainly to English and French;

- Yet another objective of these training measures was to ensure that technical terms
relating to the European integration process and having a bearing on the activities at
local level, such as public procurement, subsidy control, environmental standards be
introduced into the regular training curricula of local authorities.

2.1.4 Relaying information to local authorities

38

The Austrian Association of Cities and Towns organised three general assemblies in 1989,
1991 and 1994 with plenary sessions and working groups on European issues. The working
groups intensively discussed issues of specific importance to local authorities, for instance
regional subsidies, free movement of goods, services, persons and capital. Moreover, the
Kommunalwissenschaftliches Dokumentationszentrum (KDZ), a scientific institute specialised
on local-government issues, was commissioned, as early as 1989, to carry out a study on
the possible effects of EU membership on the local level. This study was repeated in 1994
on a broader basis. The Association of Austrian Municipalities organised many events on
European issues particularly at the regional level.

The expected effects of EU accession were discussed in the regular information magazines
of the two Austrian Associations. Local and regional authorities thus gained a wide scope of
information on the expected effects of accession. However local and regional authorities did
not always fully consider the information provided. In addition, the scope and volume of EC
legislation started growing rapidly in the first half of the 1990s, which led to some "surprises"
after the accession.

Keeping informed about ongoing events in the European Union is a permanent challenge for
the associations of local authorities, with which they try to cope through the following:

* The Austrian Association of Cities and Towns reports monthly, within its publication
"Osterreichische Gemeinde-Zeitung", on European matters;

* Information is also available on the Internet homepage of the Austrian Association of
Cities and Towns: (http://staedtebund.wien.at);

* Regular reports on European issues are published in "Kommunal', the newsletter of the
Association of Austrian Municipalities:

* Interested cities/towns are provided with separate information from Brussels
(approximately twice weekly), including:
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- information issued by CEMR ("Brussels Info", "Fax Info");

- by way of exchange, weekly/monthly information material received from other
local/regional associations;

- Information published in "Agence Europe", a Brussels-based commercial press
service.

New EC legislative documents are discussed in committees and working groups of the
Association of Cities and Towns.

Immediately after accession, the "Austrian Conference on Spatial Planning" (Osterreichische
Raumordnungskonferenz - OROK) published a brochure on action programmes and trans-
national networks containing some 70 EU subsidies potentially of interest for local
authorities.

Co-operation with European organisations

In addition to the EU’s role in promoting less developed regions, it is cities and local
authorities, being the focal points of economic development, technological innovation and
public service, that are increasingly being seen as important actors within the context of the
European Union. In order to be able to actively participate in the shaping of European
integration policy for the benefit of cities, towns and urban areas, it is inevitable to co-
operate with other local-government organisations and institutions representing the interests
of cities, towns and municipalities.

a) Council of European Municipalities and Regions (CEMR)

The Council of European Municipalities and Regions (CEMR), which has its headquarters in
Paris and an office in Brussels, is the European umbrella organisation of all associations of
local and regional authorities. At the same time it is the European section of the
"International Union of Local Authorities" (IULA). Established in 1951, the CEMR represents
the interests of approximately 100,000 local and regional authorities. The Association of
Austrian Municipalities and the Austrian Association of Cities and Towns have been CEMR
members since the early 1950s. The CEMR has largely contributed to the establishment of
the "Committee of the Regions" by the European Union under the Maastricht Treaty.

A considerable part of CEMR’s work is conducted within its committees (e.g. environment,
public transport), in the framework of which new "European" developments are regularly being
discussed. Major topics are currently the employment policy, as well as the impacts of
enlargement, for which a special committee had been set up at the end of October 1998.
Several CEMR National Member Associations provide assistance to their counterparts in
Central and Eastern Europe in order to increase the efficiency of municipalities and improve
the structures and functioning of their associations. Additionally, the regular meetings of ELAN
(European Local Authorities Network), comprising the Brussels liaison officers of the CEMR
Member National Associations, provide a favourable platform for exchange of information and
ensure a coherent approach towards the main topics on the European Commission’s agenda.



CRES

40

Logon Report 2000 Chapter 2

b) Committee of the Regions (CoR)

Within the institutional system of the EU, the Committee of the Regions (CoR), set up in 1994
under the Maastricht Treaty and composed of representatives of local and regional
authorities, is the most important partner.

The CoR meets some 5 times a year for plenary sessions and forwards its positions to the
Commission and the Council. The CoR must be consulted on all measures relating to health,
culture and Trans-European Networks and additionally, with the Amsterdam Treaty coming
into effect, on employment policy, environment, transport and social affairs.

The preparatory work is being conducted in the nine following commissions:

Commission 1: regional policy, Structural Funds, economic and social cohesion,
cross-border and inter-regional co-operation

Commission 2: agriculture, rural development, fisheries

Commission 3: Trans-European Networks, transport, Information Society
Commission 4: spatial planning, urban issues, energy, environment

Commission 5: social policy, public health, consumer protection, research, tourism
Commission 6: employment, economic policy, single market, industry, SMEs
Commission 7: education, vocational training, culture, youth, sport, citizens’ rights

Commission on Institutional Affairs: perspectives of European integration,
fundamental questions relating to local and regional authorities

Commission on rules and procedures

The CoR has furthermore set up a working group on enlargement, which conducts
conferences in the candidate countries, providing information on the issue "the EU and local
authorities" and aiming at strengthening the role of local and regional authorities within the
accession process in the respective country.

Such conferences have already taken place in the six countries of the first accession group
("Ins") and will be held in the other candidate countries as well.

Since the beginning of the screening process/the accession negotiations, the CoR invites
representatives of local and regional authorities to participate in the plenary sessions as
observers.
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According to the accession agreement, Austria delegates 12 representatives to the CoR out
of a total of 222 members. Each of Austria’s nine Lander delegates one representative. The
remaining three are proposed jointly by the Austrian Association of Cities and Towns and
the Association of Austrian Municipalities.

Austria moreover holds two seats on the CoR board, one of which is consecutively taken by
the Lander, while the second seat changes every two years between the Austrian
Association of Cities and Towns and the Association of Austrian Municipalities.

c) European Parliament - Intergroup "Local Policy"

The new intergroup on local policy was established in the European Parliament in December
1999. Its objective is to give special attention to the interests of local authorities and their
citizens regardless of the differences between the parliamentary groups. The work
programme will include, inter alia, the following major topics:

» European Charter of Fundamental Rights - inclusion of local self government in the
Charter;

» Local employment policy;

* Revision of the European environmental policy - sustainable urban development,
environmentally-minded public procurement regulations, water policy framework, waste
incineration, examination of the level at which Member State implement EU
environmental regulations, amendments to the packaging directive, a proposal for
introducing the principle of environmental liability;

» Liberalisation in the fields of public passenger transport and regional transport;
+  Terms of payment in business transactions;

+ Compensation for public sector liabilities, for example in the case of savings banks,
mortgage banks, as well as public-owned enterprises;

* European Union budget, notably with regards to support measures of special
significance for local authorities, for example URBAN, twinnings and Interreg.

The intergroup will mainly operate as a network. As far as contents are concerned, it will be
supported by local authorities associations participating in the ELAN network.

d) Council of Europe - Congress of Local and Regional Authorities of Europe (CLRAE)

The representative organ of the local authorities and regions of the 40 Member States of the
Council of Europe (1998) is the "Congress of Local and Regional Authorities of Europe" (until
1994: Standing Conference of Local and Regional Authorities of Europe), which aims at
strengthening the position of local authorities and regions in accordance with the
Subsidiarity Principle.
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Plenary sessions are held once a year, the preparatory work is conducted in the respective
commissions. Position papers and comments are forwarded to the national governments.

The "Congress" is subdivided into a regional and a local chamber. CLRAE and its
predecessor developed both the "European Charter of Local Self-Government" and a draft
for a "Regional Self-Government Charter". Both documents may be regarded as basic
instruments for self government at regional and local level.

Furthermore, considerable documentation is produced within the framework of the Council
of Europe with regards to the structures and the development problems at local and
regional level in the member states.

e) Eurocities

Eurocities is an independent, non-profit association founded in 1986 with the objective of
representing the interests of European cities (with more than 250,000 inhabitants) in the EU
context. Currently, Eurocities unites roughly 80 cities of 19 European countries. In 1995,
Eurocities adopted a charter of European cities dealing with the position of cities in Europe,
and in particular in the European Union.

Eurocities operates the following committees: culture committee, economic development
and urban renewal committee, east-west committee, environment committee, social issues
committee, transport committee and the technological policy forum. Vienna has been a
member since 1995.

f) National Associations of Local Authorities - Deutscher Stadtetag

In the pre-accession phase, Austrian local authorities benefited greatly from contacts with
other European associations of local authorities. These contacts partly resulted from co-
operation within the CEMR. It was notably the contacts with the German association
Deutscher Stadtetag that had proven to be most valuable, as this association continuously
supported the pre-accession work of Austrian local authorities by providing documentation
and speakers on relevant European topics.

Financing European work
Financing must be provided for the following:

+  CEMR membership fee and participation in ten to fifteen sessions per year of its various
bodies (3-4 are meetings of the Secretaries General and 2 are sessions of the board);

« financing of the liaison office in Brussels;

* expert opinions on EU legislative measures;

» participation in conferences;

» the entire volume of additional staff expenses.
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The costs of participation (of politicians) in the meetings of CLRAE and CoR are covered by
the Council of Europe and the European Union respectively and hence do not burden the
budgets of the national associations.

Until late 1995, the Austrian Association of Cities and Towns and the Association of Austrian
Municipalities had financed their CEMR membership out of their own membership fees.

The Austrian Association of Cities and Towns increased its membership fee in 1991 in order
to be able to finance its co-operation project with the newly-established associations of local
authorities in CEEC.

In order to meet the higher general administrative costs related to accession, the Austrian
Association of Cities and Towns increased its membership fees once again with Austria’s
EU accession (1995). The association’s increased staff costs caused by accession are
covered by the City of Vienna.

Since 1 January 1996, the two Associations receive a modest support, amounting to several
million ATS annually, to finance their international activities, out of the local authorities’ share
of the VAT volume. This is done in line with an agreement concluded with the Federal
Ministry of Finance and a legislative provision. The funds are used to organise seminars and
information events on European measures, to work out expert opinions and cover the costs
of participating in international conferences.

In addition, the "Know-How Transfer Centre" (KTC) of the Austrian Association of Cities and
Towns is provided with federal funds under individual agreements concluded with the
Federal Chancellery. These funds are used to relay Austrian municipal and regional know-
how to representatives of the Central and Eastern European Countries and cover the costs
of exchanges and visits of experts and politicians. It was furthermore the Federal
Chancellery funds which facilitated the Austrian contribution for co-financing the LOGON
Project, in the framework of which this report was produced.

Experiences gained in Major Sectors
a) EU structural and regional policies - 3 Structural Funds

The preamble of the EC Treaty expresses the intention to unify the national economies of the
Member States and to promote their harmonious development. For this purpose, the
economic differences between the individual regions are to be reduced. The EU structural
and regional policies mainly aim to achieve the following three goals:

« Strengthen the economic power and thus the integration of disadvantaged regions in the
internal market;

» re-integrate problematic groups into the labour market and prevent social exclusion;

» ensure the income of agricultural enterprises, prevent the depopulation of already thinly
populated areas, accelerate agricultural structural change.



CRES

44

Logon Report 2000 Chapter 2

In order to achieve these targets, various so-called Structural Funds were established:
European Regional Development Fund (ERDF)

The Fund was established in 1975 and it may operate in disadvantaged regions only. The
ERDF finances and promotes

» productive investments;

» infrastructure measures for development or restructuring;

* local development initiatives and activities of small and medium-sized enterprises (SME);

* Trans-European Networks (TENSs);

» research and development (R&D), as well as measures in the healthcare and education
sectors in strongly disadvantaged areas.

European Social Fund (ESF)

The activities of this Fund focus on vocational training and employment assistance. The ESF
finances and promotes measures intended to

» facilitate access to the labour market;
» promote equal opportunities;

» develop job qualifications;

« create new employment.

It finances employment subsidies, vocational training, general and vocational training
systems as well as research and development projects.

European Agricultural Guidance and Guarantee Fund, Guidance Section (EAGGF-G)

This Fund supports the adjustment of agricultural structures and rural development
measures. In 1993, it was supplemented by a financing instrument for the guidance of the
fisheries sector to promote the adjustment of structures in this sector.

EAGGF-G finances and promotes

« the adjustment of agricultural structures including marketing and processing;

» agricultural development measures;

« environmental protection measures in agriculture;

* preventive measures against natural catastrophes in extremely peripheral areas;
* measures for village renovation and safeguarding the countryside.

Together with the Member States, these Funds finance various development activities by
granting non-repayable subsidies.
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b) The budgetary significance of the Structural Funds and the Cohesion Fund

Out of the total annual budget of the EU, amounting in 1998 to EURO 82.9 billion, EURO
40.9 billion (49.4%) have been spent on subsidising agricultural production, while EURO
28.6 billion (34.5%) covered the above-mentioned three structural measures.

In the last programme period (1994 to 1999), the three Structural Funds could grant a total
subsidy volume of over EURO 141.5 billion.

In addition to the Structural Funds, the so-called Cohesion Fund was established under the
Maastricht Treaty. The Fund is to facilitate the preparation for the Economic and Monetary
Union of those countries, whose per-capita GDP is less than 90% of the Community
average. These subsidies can be granted to Greece, Portugal, Ireland and Spain. In the
context of the Cohesion Fund, special attention is paid to the environment and to trans-
European transport infrastructure networks. The Cohesion Fund’s budget for the period 1993
to 1999 amounted to EURO 15.5 billion.

c) The Principles of Regional and Structural Policies

The structural and regional policies of the European Union were characterised by the
following principles:

Concentration of funds
According to this principle, measures must correspond exclusively to the following,
precisely defined objectives of regional, labour-market and agricultural policies:

Objective 1: promoting the development and structural adjustment
of considerably under-developed regions;

Objective 2: restructuring of regions severely affected by industrial decline;

Objective 3: fight against long-term unemployment and promoting the integration
of young people and groups strongly affected by unemployment
into the labour market;

Objective 4: promoting adjustment measures of the labour force to industrial
change;

Objective 5a: promotion of the development of rural areas by means of
accelerated adjustment of agricultural structures in the context of
the reform of the Common Agricultural Policy (CAP);

Objective 5b:  promotion of the development of rural areas by means of easing the
development and structural adjustment of rural regions;

Objective 6: promotion of "sub-arctic" regions (large parts of Finland
and Sweden).
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Objectives 3, 4 and 5a referred to the entire territory of the Community and are also referred
to as "horizontal objectives". Objectives 1, 2, 5b and 6 were limited to certain areas.

The selection of regions qualified for promotion and subsidy follows precisely defined
criteria.

In order to achieve clear-cut territorial definitions of the disadvantaged regions, a
uniform statistical subdivision of the EC countries was carried out according to the
so-called Eurostat-NUTS (Nomenclature des Unités Territoriales Statistiques), which
consists of the following hierarchically structured levels:

NUTS 0: total territory of a national state (e.g. Austria);

NUTS I: regions of the European Communities (Austria is divided into 3,
each of them consists of several Lander, for example Eastern
Austria, composed of the Lander Burgenland, Lower Austria
and Vienna);

NUTS II: basic administrative units (for Austria it is the Lander,
hence 9 units);

NUTS Ill: subdivisions of the basic administrative units (for Austria, several
districts put together, in total: 35 such units).

Thus the NUTS Il areas may range from areas with only 270,000 inhabitants (Land
Burgenland) to 1.6 million inhabitants (Vienna).

The NUTS Il level ranges from 20,000 to 1.6 million inhabitants (Vienna is both a NUTS Il
and a NUTS Il level).

Programme planning

According to the principle of multi-annual planning programmes, the Structural Funds are
not assigned to individual projects but granted as co-financing for target-oriented
programmes of measures extending over several years, which are developed by the
Member States and agreed together with the Commission. It is only from within these
programmes that individual projects can be subsidised. This way, a systematic approach is
being encouraged.

The subsidiarity principle

All tasks are implemented at the level most familiar with the requirements and best able to
effectively solve the problem. The programmes adopted by the EU are therefore not
primarily developed and implemented by EU institutions, but above all by the local and
regional authorities concerned.
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Partnership

According to the partnership principle, all levels of programme planning must be
accompanied by close co-operation of the European Commission with all competent
national, regional and local authorities designated by the respective Member State.

This also comprises the participation of all competent regional and national institutions in the
preparation and implementation of a regional programme. In keeping with the system used
in each Member State, it is also planned to extend this principle to the economic and social
partners, i.e. the organisations of employers and employees. Thus structural policy is not
decreed from above, but its shape and design arise from the co-operation of the actors
involved in the implementation and affected by the results. The organisational framework is
provided by "Assistant Committees" composed of representatives of the competent
institutions of the individual Member States, the regions and the Commission.

Additionality

According to the additionality principle, each Member State is obliged to maintain its public
subsidies in all areas, for which Structural Funds subsidies were granted, at least to the
extent of the preceding programme-planning period. This provision should ensure that the
Community Structural Funds will not replace national subsidies but rather function as an
addition to these funds, thereby leading to greater financial input. The Union programmes
thus support the efforts of the Member States but do not substitute them. The extent of EU
funds increases in parallel with the subsidies granted by the regions and the Member States
and with the amount of private capital invested.

It is evident from these principles that the Member States and the other levels of
government within each of them - provinces, regions, local authorities - must start by
developing subsidy programmes conforming to EU standards on their own (regional and
national plans), which then must be approved by the European Commission. These
programmes must also provide for adequate national subsidies.

Co-financing

EU grants only cover part of the cost of any project (usually 30 to 50%). In specific cases,
however, this share may be up to 80% (e.g. low-income area, great interest on the part of
the EU, reduced financial performance of the applicant). This means that at least part of
each project must be financed by the Member State as well.

Community Initiatives

In addition to promoting structural policy measures - which are proposed by the individual
states, involved regions and local authorities and covered by the three Structural Funds -
the EU also subsidises projects of "Community" interest. For the period from 1994 to 1999,
9% of the Structural Funds are available for these Community Initiatives, i.e. EURO 13.45
billion. Of this sum, EURO 8.3 billion is dedicated to underdeveloped regions (Objective 1
area). As examples of the relatively few activities in this context, that are of interest for local
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and regional authorities (see OROK publication), the following should be mentioned,
whereas it must be clearly stated, that their financial volume is very limited.

Urban: subsidies for pilot projects in urban problem zones (only Vienna and Graz);
Interreg: support for transnational programmes in border regions within the European
Union and at its outside borders;

Now, Horizon, Youthstart: promotion of employment, in particular through the
development of human resources in the areas: equal opportunities in the labour market,
fighting exclusion from the labour market, fighting youth unemployment;

LIFE: subsidy instrument for the environmental sector.

d) Experiences made with the Funds and with subsidy measures

For the period 1995 - 1999, Austria was granted a total of ECU 1.623 billion from the
Structural Funds.

These funds were distributed as follows:

Objective 1: the Land Burgenland, with incomes slightly below 75% of the
EU average, total: ECU 184 million;

Objective 2: zones of industrial decline, particularly former centres of steel and
textile production, total: ECU 101 million;

Objectives 3+4: labour market policies, total: ECU 395 million;

Objective 5a:  structural adjustment in agriculture in the context of the Common
Agricultural Policy (CAP), total: ECU 388 million;

Objective 5b:  facilitating the development and structural adjustment of rural areas,
total: ECU 555 million.

As Austria is a relatively prosperous country, it receives less money from the EU than it
pays in membership fees. Moreover, cities receive relatively few subsidies since regional
aid is mostly directed to rural areas.

In the Objective 1 area Burgenland, employment increase in the past five years was 5%
higher than the Austrian average. However, it is impossible to say to what extent this
positive development was influenced by the opening of Austria's Eastern borders.

It is the Austrian Conference on Spatial Development (OROK) which is responsible for
preparing and determining the areas eligible for regional subsidy, as well as for the
general organisation of regional aid. The OROK was set up as a co-operative instrument
for spatial planning in Austria under the political management of representatives from the
federal state, the Lander and local authorities and has proved highly effective.
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« Defining subsidy areas always triggers discussions because it is necessarily connected
with economic advantages for the regions.

* In the case of Community Initiatives, there is often a disproportion between projects
submitted and subsidies actually granted (e.g. 10:1), i.e. many projects developed
received no assistance.

+ The administrative costs of managing subsidies were relatively high, sometimes up to
20% of the project costs.

« The final settling of accounts took up to one year and longer.
General evaluation

+ For strongly disadvantaged regions, EU regional policies may be very positive, but they
do tie down large part of the qualified staff.

« The principle of co-financing may cause considerable problems. In case of large-scale
programmes (e.g. in Objective 1 areas), the necessity to provide the required national
funds may create bottleneck situations.

+ Problems outside the Objectives areas receive only marginal attention because staff
resources and funds are tied up elsewhere.

e) Regional Management in Austria

Development of regions depends on a variety of different factors, which can be summarized
in three groups:

* Quantity and quality of enterprises;
+ Density and quality of technical infrastructure and services:
» Availability and qualification of human resources.

During Austria's economic development in the 70ies, the need arose for a permanent
structure to support enterprises in the regions. As a result, regional management was
developed.

Regional Management and EU membership

Regional management gained particular significance after Austria had acceded to the
European Union. The European Union and its Structural Funds were the new partners in
Austrian structural and regional policies, adding to the list of existing regional and national
institutions. These partners, however, brought along their own concepts, rules and methods
which added to the complexity of the situation and increased the need for information and
consulting on the side of the local and regional actors.
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Programming, implementation and assessment of Structural Funds programmes are
enormous challenges for public administration, its subsidy instruments and project
sponsors. Many of the programmes' task descriptions are aimed at regional sponsors, in
particular alliances or co-operations of local authorities as well as private service
businesses. Their failure to produce high-quality project initiatives resulted in insufficient
utilisation of opportunities for regional development and exploitation of available EU
subsidies.

In view of this situation and following an initiative launched by the Federal Chancellery the
Austrian Lander began introducing regional management to all Objectives areas and
expanding the range of objectives and tasks for existing regional management
establishments.

Regional management in the Eastern part of Austria is generally applied to NUTS Ill regions
with 100,000 to 250,000 inhabitants, in the Alpine, Western part of Austria it becomes
effective in smaller regions with 20,000 to 80,000 inhabitants.

Main tasks of regional management in the initial phases were:

» information on new EU programmes;

* supporting sponsors in complying with eligibility criteria;

» co-ordination and networking of regional actors and concerns to create consistent and
balanced strategies and projects;

« transferring concerns and needs of regional actors to sometimes complicated and
complex administrative structures and procedures and vice versa.

Innovative Strategies Were Called For
New, integrative strategic programmes were developed for the regions:

» Regional innovation systems, to promote co-operation of institutions and actors working
to raise the degree of innovation of enterprises.

» Territorial employment pacts, to promote co-operation of institutions and actors working
to raise employment and qualification of the labour force.

* Local Agenda 21 processes, to support local authorities in developing and implementing
programmes for environmentally friendly and sustainable regional development.

* Regional Information Strategies (RIS), and Regional Innovation and Technology Transfer
Strategies (RITTS), to support regional actors and service providers in increasing
availability and utilisation of new telecommunication systems in regional development.

In many cases, regional management served as a platform for these new strategies of
regional development and was thus put in a position to provide central networking and co-
ordination services for the regions.



CL%E& Logon Report 2000 Chapter 2

Because of Austria's federal structure, where regional politics lie within the competency of
the Lander and local authorities, there is no uniform concept or predetermined uniform legal
framework for regional management.

Nevertheless, several common denominators can be identified:

Common characteristics

Orientation towards integrated, Regional management is based on a transsectoral
comprehensive regional objectives "integrated" understanding of regional
and tasks: development, where factual and sectoral

approaches are integrated to form a holistic
regional focus.

Bottom up rather than top down: Regional management exploits the strengths and
potential of regional systems, i.e. regional actors'
abilities and skills. As a consequence, regional
management is sponsored by the regions.

Strengthening regional location Regional management aims at strengthening

quality in the international context: regional cycles as well as at developing regional
strengths in a wider context. Regional
management pursues sustainable and innovation-
oriented regional development.

Role of intermediary: Regional management strengthens regional actors
in developing and implementing regional
strategies and priorities. At the same time, it
transfers programmes developed by superior
systems (Land, Federal State, EU) to the regions
by way of information, motivation and PR activities.
It thus acts as an intermediary and "translation”
body in a system of co-operative regional and
structural policies.

Multi-dimensional services for a Regional management is a mulit-functional service
variety of target groups institution for different target groups.
(customers):
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Currently, there are 27 regional management institutions operating in Austria:

Land Number of legally independent
regional management institutions
Burgenland 1
Lower Austria 5
Upper Austria 3
Salzburg 3
Tirol 4
Vorarlberg 1
Styria 7
Carinthia 3

The vast majority of regional management institutions is sponsored by local authorities (local
authority associations) with the exception of Objective 1 region Burgenland, where regional
management is governed by the Land. While most regional management institutions are
associations, there is a tendency towards establishing "limited liability companies".

52
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SUCCESS FACTORS
Regional Identity and Commitment of Regional Decision Makers

Regional management performs an intermediary role, acting as a solid bridge between
regions and superior systems in a state to create added value. The success of this system
is based on comprehensive integration of regional decision makers and actors. Their
commitment is measured by their willingness to co-finance regional management.

Clear Objectives and Non-Objectives

Many regional management institutions initially set themselves too many ambitious goals to
gain acceptance with relevant regional actors. As expectations are high it is important to
define what regional management is not responsible for:

» regional co-ordination of all activities
+ successful implementation of EU programmes
» procuring EU millions for the regions

Well-balanced co-operation with four relevant target groups

* regional initiatives and project sponsors

» decision makers and administration at local authorities

* members of parliament at all levels (Land, Federal State, EU)

» regional sources of knowledge (regional services of the economy)

Regional management means "empowering" rather then "doing"
Regional management means supporting regional partners in developing their own
strategies and projects by offering them professional services. It provides maximum support

with @ minimum of management and bureaucracy.

Regional management must be of a minimum size while retaining a lean networking
structure.

f) The new Structural Funds Period 2000-2006
General remarks

The EU "Agenda 2000" was passed in the spring of 1999, providing a reform package with
emphasis on the following:

* EU enlargement by a total of 12 accession candidates;

» Reorientation of budgets to meet the requirements of the Economic and Monetary Union,
bearing in mind new enlargement conditions;

* Reform of Structural Funds as financing instruments for the period 2000-2006.
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Accession negotiations with the first group of candidates (Poland, Estonia, Czech Republic,
Hungary, Slovenia, Cyprus) began right away, the second group (Latvia, Lithuania, Bulgaria,
Romania, Slovak Republic, Malta) followed suit in February 2000. The EU has made provisions
in its budget to cope with accession of new Member States, first accessions can be expected
for the current subsidy period 2000-2006.

Subsidy objectives and financing instruments

For the subsidy period 2000-2006, objectives were reduced from six to three to increase
transparency and simplify administrative procedures.

The objectives are:

Objective 1: Promoting the development and structural adjustment of under-
developed regions. This Objective remains a priority and has been
expanded to include sparsely populated areas.

Objective 2: Supporting economic and social restructuring of regions
experiencing structural difficulties. This new Objective 2 was
created by consolidating the old Objective 2 (restructuring of
regions severely affected by industrial decline) with former
Objective 5b (easing the development and structural adjustment of
rural regions) and has been expanded to include urban problem
regions and crisis regions depending on the fisheries sector.

Objective 3: Promoting adjustment and modernisation of education, vocational
training and employment policies and systems. This new
Objective 3 was created by consolidating former Objectives 3 and 4
and by including employment policies. It also meets with the
intentions set out in the Treaty of Amsterdam.

The Structural Funds continue to serve as financing instruments, having undergone minor
adaptations with respect to the previous subsidy period. Thus, the financing instrument for
the guidance of the fisheries sector is now a Structural Fund too. The following Structural
Funds are available to promote Objectives 1 to 3:

+ ERDF: European Regional Development Fund
+ ESF: European Social Fund

 EFF: European Fisheries Fund

« EAGF: European Agricultural Fund

In the current programme period 2000-2006, the Structural Funds can grant a total of 195
billion Euro, as decided by the European Council. These are allocated as follows:

*  Objective 1 69.7% (135.9 billion Euro)
* Objective 2 11.5% (22.5 billion Euro)
*  Objective 3 12.5% (24.05 billion Euro)
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The remaining 4.5% have been earmarked as restricted reserves for accompanying
measures in the fisheries sector.

In addition to financing the Objectives the Structural Funds are also available for Community
Initiatives (5.35% of the Funds budget), as well as for innovative measures (0.65%).

The reform of the Structural Funds also provided for a drastic reduction of Community
Initiatives from 16 to 4:

+ INTERREG III: cross-border, trans-national and inter-regional co-operation to promote
harmonious, well-balanced development and spatial planning.

+ LEADER+: Development of rural areas.

+  EQUAL: Combating discrimination and uneven distribution of opportunities with regard to
labour market access.

+  URBAN: Community Initiative for economic and social revitalisation of crisis-ridden cities
and urban districts to promote lasting urban development.

g) Subsidies (economic promotion)

Under Article 92(1) of the Treaty of the European Community (TEC), any form of government
subsidy is prohibited if it distorts or threatens to distort competition by impairing trade
between Member States. However, Article 92, § 2 and 3 contains a number of exceptions to
this rule. In any case, the Commission must be informed (notified) of all forms of subsidies
and then will decide about their admissibility and extent by way of a review procedure. To
ease the administrative input in the field of subsidies for Small and Medium-sized
Enterprises (SME) (with a maximum of 50 employees for small and 250 for medium-sized
enterprises), the Commission decided that subsidy not exceeding EURO 100,000 does not
need to be notified (Communication from the Commission of 28! February 1996, published
in the Official Journal C 68 of 6t April 96). Subsidy not exceeding a certain intensity (e.g.
15% or 7.5%) is subject to an accelerated procedure (Community framework for government
subsidy to small and medium-sized enterprises, published in the Official Journal C 213 of
23rd July 96).

The extent of the subsidy granted comprises both (possible) EU subsidies and all subsidies
granted to authorities at whatever level. All reductions of costs normally applying to
enterprises are likewise considered as subsidy. Individual payments granted at various
times will be considered in the total.

Council Decision 99/659/EC of March 22nd, 1999 (published in the Official Journal No. L
83/1, March 27th, 1999) includes special provisions with regards to implementing Art. 93
TEC and provides a summary of the way the Commission implements it. This Decision
applies to subsidies in all sectors, as long as no other regulations exist in other Decisions
applicable to specific sectors (shipping, textile, etc.).
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The guidelines for granting government subsidies to regional bodies were published in the
Official Journal of March 3rd, 1998 (C 74/06). This document aims at simplifying the
procedure and at achieving more transparency in view of the large number of different
documents published on this issue in the past by providing a summarised and updated
version of the guidelines. The subsidies, to which these guidelines apply, are treated
differently than other categories of public subsidies (e.g. for research and development,
environmental protection, etc.) They may only be granted in certain regions in order to assist
their development through promoting investments and creating new jobs within the a
framework of focused, long-term and environment-friendly process.

There is a certain degree of unclarity with regards to services of general economic interest
(Article 90, § 2), i.e. all public services that normally do not cover their production cost but
are necessary for the proper functioning of society. The deficits of these areas are
considered as "aid".

It is, however, difficult to delimit these areas, as there exists no final definition of these
services, which (at least partially) remains a national, not a Community issue. Basically,
however, the private and public sectors must be given equal opportunities. This issue is still
under discussion. However, in those areas where the EU has sole competence, it is
impossible to invoke the argument of subsidiarity.

One example is the energy sector, in which area monopolies are restricted or removed by
opening up the supply networks for gas and electricity. Discussions on the issue of opening
up the sector of public passenger transport to competition have been going on for years
now, in the course of which the differences between road and rail transport should also be
taken into consideration.

As a result of this regulation, Austrian cities and towns are subject to considerable
restrictions, at least when it comes to supporting large-scale investments in the private
sector the and the operation of municipal enterprises.
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h) Public procurement

In order to complete the Internal Market and safeguard free movement of goods, services
and persons, public procurement must likewise be opened to general competition. Since
1970, several directives have provided the legal basis for this opening. This basis however
remained without effect until additional directives were issued, which enabled enterprises,
affected by this disregard, to initiate formal legal proceedings leading to the awarding of
damages. However, the directives only apply if the contracts to be awarded exceed a
certain volume. The threshold values are Euro 200,000 for public supply and service
contracts, and Euro 5 million for public works.

In practice, this means that contracts exceeding these thresholds presuppose a call for
tender in the entire EU territory. A specific information procedure was designed for this
purpose. While public authorities in the past could apply additional criteria when awarding
contracts, e.g. commissioning above all enterprises within their own municipal area or
region, thereby safeguarding local employment, competitors from the entire EU must now be
taken into account. To avoid problems, the services/works to be executed must be precisely
described. Future maintenance and service work, too, may be included in the tender,
thereby permitting local entrepreneurs to turn their physical proximity into an advantage.

A separate directive covers public procurement in the water, energy, transport and
telecommunications sectors, since these facilities are partly subject to public law and partly
to private law. The threshold values for these sectors are: Euro 400,000 for service and
supply contracts of operators of energy, transport and drinking water networks and Euro
600,000 for the telecommunications sector. The threshold value for public works contracts
remains unchanged at Euro 5 million.

Currently, the following directives should be observed

« Council Directive 93/36/EC of 14th June 1993 concerning the co-ordination of procedures
for the award of public supply contracts;

+ Council Directive 93/37/EC of 14th June 1993 concerning the co-ordination of procedures
for the award of public works contracts;

« Council Directive 93/38/EC of 14th June 1993 concerning the co-ordination of the
procurement procedures of entities operating in the water, energy, transport and
telecommunications sectors (all published in the Official Journal L 199 of 9th August 1993);

« Council Directive 92/50/EC of 18t June 1992 concerning the co-ordination of procedures
for the award of public service contracts (published in the Official Journal L 209/1 of
24t July 1992).
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To implement the provisions laid down in the four above-mentioned directives, another two
so-called remedy directives were adopted to provide for the establishment of institutions
offering legal remedy in case of infringements of public procurement procedures:

« Council Directive of 21st December 1989 on the co-ordination of the laws, regulations
and administrative provisions relating to the application of review procedures to the
award of public supply and public works contracts (89/665/EC, published in the Official
Journal L 395/33 of 30th December 1989);

« Council Directive 92/13/EC of 25t February 1992 co-ordinating the laws, regulations and
administrative provisions relating to the application of Community rules on the
procurement procedures of entities operating in the water, energy, transport and
telecommunications sectors (published in the Official Journal L 76/14 of 23th March 1992).

Two further directives were adopted under the multilateral agreement on public procurement
to liberalise and expand world trade, thereby adjusting the prevailing legal system:

« Directive 97/52/EC of the European Parliament and the Council of 13 October 1997
amending directives 92/50/EC, 93/36/EC and 93/37/EC, co-ordinating the procurement
procedures for the award of public service contracts, public supply contracts and public
works contracts (published in the Official Journal L 328 of 28t November 1997);

+ Directive 98/4/EC of the European Parliament and the Council of 16t February 1998,
amending directive 93/38/EC, co-ordinating the procurement procedures of entities
operating in the water, energy, transport and telecommunications sectors (published in
the Official Journal L 101 of 1st April 1998).

The complexity of the procurement provisions provoked vehement criticism on the part of
the Member States, so that the Commission felt obliged to propose several modifications in
a Green Book. Inter alia, critics complained that the directives were confusing because of
numerous amendments; that low thresholds resulted in high administration costs in relation
to marginal cost cuts, thus causing more costs than benefits; and finally, that the award
procedures in several areas were overly cumbersome. Local authorities additionally
complained that they did not conduct large-scale public works very often; as a result, the
provisions of the public works directive would not be applied frequently enough to ensure
that their staff was familiar with the regulations. Regarding the public supply co-ordination
directive, it was criticised that the low threshold did not encourage wide participation of
enterprises despite public tenders across the EU. Discussions were also triggered by the
abolition of "local preferences", i.e. the prioritisation of local enterprises. This, however, had
already been reduced before in the big cities. On the other hand, the increased
transparency of contract awarding and pan-European procurement was also explicitly
welcomed. The European Commission Communication "Public procurement in the European
Union", published on March 11th, 1998, has provisionally put an end to this debate. Therein
the Commission outlined several initiatives aimed at "simplifying" the directives, such as
through interpretative documents and, should this not meet the expectations, through
amending the regulations, conducting training measures, or introducing information and
communication technology. The first step in this direction consisted of drafting an
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interpretative document with regards to concessions and public-private partnerships, which
is currently being discussed.

The Commission intends to propose a number of clarifications regarding the public
procurement directives and also to suggest some amendments.

i) The right of all EU citizens to vote and to stand as a candidate in municipal elections

Article 8b of the Treaty establishing the European Union states the Union citizens’ right to
vote and stand as a candidate in municipal elections. With the votes of all Member States
this was adopted as a primary right of the Community. This also curtailed discussions within
the Member States and proved that certain issues are difficult to implement politically in the
individual Member States, whereas a common approach on Community level is sometimes
needed in order to reach decisions on such controversial topics.

Substantively, Article 8b does not aim at harmonising the legal provisions of the individual
Member States; it rather intends to eliminate existing legal obstacles and reservations at
local or national level. On the basis of the principle of equal treatment of all Union citizens, §
1 of Article 8b states that "every citizen of the Union residing in a Member State of which he
is not a national shall have the right to vote and to stand as a candidate at municipal
elections in the Member State in which he resides, under the same conditions as nationals
of that State".

The provision of Article 8b contains the two classic preconditions for the exercise of the
active and passive right of vote: nationality and residence. The important new, "European”
element lies in the fact that the concept of nationality is indirectly separated from that of the
national state and lifted to a Union level. Thus the actually determining element is no longer
nationality of an individual Member State but rather citizenship of the Union. However,
nationality of a Member State is still the prerequisite for holding Union citizenship.

The details of the implementation of the provisions contained in Article 8b were laid down in
1994, upon proposal from the European Commission and after consulting the European
Parliament, in a separate directive outlining detailed arrangements for the exercise of the right
to vote and to stand as a candidate in municipal elections by citizens of the Union residing in
a Member State of which they are not nationals (directive 94/80/EC of 19th December 1994).
This was to become national law in all Member States by 1st. January 1996 at the latest.

The directive contains the following principles:

* The provisions of the directive only refer to municipal, not to regional or national
elections;

» The right to vote and stand as a candidate is voluntary, i.e. it depends on the Union
citizen’s own initiative whether he/she is entered into the respective voting list or not. For
this purpose, the Member State of residence shall inform all persons entitled to vote and
stand as candidates in due time and in a suitable manner about the conditions and
details of exercising their right of vote in municipal elections;
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+ The conditions for exercising the right of vote should be the same for non-nationals as
for nationals of the country in which the elections take place (principle of equal treatment
of nationals and non-nationals). This refers in particular to a possibly prescribed
minimum duration of residence in the municipality in which the elections take place;

+ The national state’s provisions concerning its own nationals are not affected, in particular
if these reside outside the territory of their Member State of origin. This permits "parallel
voting", i.e. citizens of the Union may participate in municipal elections in their Member
State of origin despite being residents of another Member State, in which they likewise
are entitled to vote and stand as candidates in municipal elections;

» Under the directive, the right of vote in municipal elections for citizens of the Union is to
be implemented in the context of territorial authorities of the lowest level. In keeping with
the national legal provisions, these territorial authorities of the lowest level must dispose
of organs elected in general, direct elections and have competence for the independent
administration of local affairs at the lowest level of political and administrative
organisation.

Inter alia, this led to the municipal right of vote being implemented at the district level, e.g.
in the German "city-states" Hamburg and Berlin, as well as in Vienna, which is both
municipality and Land and where many municipal officials are at the same time officials of
the Land Vienna.

Quantitatively, this provision had only slight consequences: of approximately 1.1 million
citizens entitled to vote in Vienna, only about 15,000 are EU citizens entitled to vote, while
the total number of foreigners living in Vienna (all age groups of EU nationals and non-EU
nationals) is nearly 250,000.

The right of EU citizens to participate in municipal elections did not trigger any political
discussions in Austria.

Legally speaking, the relevant provisions were merely adapted by extending the right of
vote in municipal elections to "citizens of the Union".

In addition to the right to stand as a candidate in direct elections for the European
Parliament, the right of citizens of the Union to participate in municipal elections is regarded
as a clear and evident element of the development of the European Union towards a
"political” Union and may certainly be viewed as an important step towards a "Citizens'
Europe".

j) Right of establishment, free movement of workers and acquisition of land by foreigners

The right of establishment refers to the pursuing of activities as self-employed persons and
the management of undertakings. Under this right, the citizens of the Union are entitled to
set up and manage an enterprise in any Member State; this also relates to the purchase of
the required production and accommodation facilities. The right of residence linked to the
right of establishment moreover extends to the family and dependants of the self-employed



CRES

62

Logon Report 2000 Chapter 2

person. The mutual recognition of professional qualifications and diplomas is also closely
linked to the right of establishment.

Under the right of free movement of workers across the Community, workers holding the
nationality of a Member State and employed in the territory of another Member State enjoy
the same rights and privileges as nationals of that Member State with respect to the
accommodation required by them, including the acquisition of a dwelling.

Although the legal provisions on property acquisition, sale and transfer do not constitute a
separate matter under EC law, this legal issue is substantially affected by the fundamental
freedoms of the EU and by the general prohibition of discrimination laid down in EC law
(Art. 6 § 1 TEC).

* To implement the right of establishment, Art. 54 § 2 of TEC stipulates that every citizen
of an EU Member State may acquire and use land in the context of the exercise of
his/her occupation. According to the jurisprudence of the European Court of Justice
(ECJ), the right of foreigners, who are also EU nationals, to acquire land does not only
extend to production facilities but also to the private residence of the self-employed
person established in another Member State;

* The free movement of workers enables workers from other EU Member States to acquire
land in a Member State for the purpose of living there;

* Moreover, the capital movement directive (88/361/EC), adopted to implement the free
movement of capital, enables private citizens of any EU Member State to invest in real
property in any EU Member State to the same extent as nationals of that Member State.

The free movement of capital, however, can cause problems for the Member States if - e.g.
due to dramatic price differences or specific characteristics of the landscape - second
homes begin to proliferate while the access to the real property market is limited for local
population groups with inferior purchasing power, e.g. as a result of a possible price
increase. For this reason, Member States have instituted provisions to regulate the
acquisition of land by citizens of the Union for the purpose of establishing second homes.
But it is prohibited to prevent the acquisition of land by citizens of the Union for the purpose
of capital investment.

Within the scope of application of the EC Treaty, the general prohibition of discrimination
under Art. 6 § 1 TEC bans all forms of discrimination on grounds of nationality. This also
comprises the so-called "hidden" discrimination which occurs if legal provisions are linked to
conditions that can be regularly complied with only, or at least considerably more easily, by
nationals. Therefore citizens of the Union legally entitled to stay in the territory of a Member
State for a longer period of time (these are retired persons and financially independent
persons including their families under the 1990 "residence directives") can not be prevented
from acquiring land in that Member State for their main place of residence.

Restrictive provisions on land use - e.g. under regional planning concepts, building codes
or land zoning and development plans - remain a national competence but must be applied
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equally to foreigners and nationals. This means that restrictions of second homes (must)
apply both to citizens of the Union and nationals as stipulated by the prohibition of
discrimination.

In the agreement on Austria’s accession to the European Union, the following provisions
were adopted regarding the problem of second homes in this country:

» Austria may prolong the existing provisions on second homes for a period of five years
after the accession date;

» Austria is entitled to apply restrictions regarding second homes if these are required for
reasons of regional planning, land use and environmental protection, and if these are
applied without direct or indirect discrimination of nationals of other Member States.

Independently of the EU provisions, "special levies" for second homes were introduced in
some Lander in western Austria in order to set up an additional instrument. For example, in
the Land Vorarlberg, the second-home levy can amount to as much as ATS 85 (Euro 6.2)
per square metre and year, depending on the municipality’s tourism volume.

By the beginning of 1999, the much-feared "take-over" of Austrian residential land by
foreigners has not taken place. However, the fact that Austrian citizens are subject, like
other EU nationals, to new restrictions with regards to their second homes, remains a major
problem.

k) New framework conditions for local authorities in the environmental sector

The principle guidelines of the EC environmental policy are defined in the "Environmental
Action Programmes". The "5. Environmental Action Programme" currently in place was
elaborated following the outcome of the 1992 UN Summit in Rio. Its objective is to ensure
that European environmental policy operates in accordance with the principle of sustainable
development and that this approach is introduced into other Community policy areas, such
as economic and regional policy.

The Programme is thus designed to counterbalance the tendency of regarding
environmental policy as the only tool for improving or preserving the environment, whilst
ignoring the considerable impact of other actors, such as transport, energy and agriculture.

The main principles of the 5. Environmental Action Programme are the following:

+ the polluter-pays principle;
« the prevention principle;
+ the precaution principle.

Actions were proposed to tackle the following "Themes and Targets": climate change,
acidification and air quality, protection of nature and bio-diversity, management of water
resources, urban environment, waste management, coastal zones. Special efforts should be
made to implement environmental policy primarily in the sectors industry, energy, transport,
agriculture and tourism.
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The Programme also recommends that new instruments be developed in the field of
environmental protections, notably financial instruments. One example is the proposal to identify
the "real costs" caused by transport by way of including the "external costs" into the calculation.

According to the evaluation of the achievements, conducted by the European Environment
Agency, improvements were registered in several fields (cross-border air pollution, water
quality, acidification, ozone-depleting substances), whereas in others, such as climate
protection, protection of nature and bio-diversity, the situation remained unsatisfactory.

The "6. Environmental Action Programme" currently under preparation is expected to set the
future environmental priorities in a broader context for a larger European Union.

The principles of environmental legislation

The European Union environmental legislation consists of framework legislation (framework
directives) in the main fields, complemented by single directives relating to the sub fields. A
body to overlook the implementation of environmental law will be soon set up.

The following can be said with regards to the above-mentioned fields and the scope of
implementation in Austria:

Waste

Resulting from the perception that dumping waste caused high follow-up costs, that the
industry needed to look into more efficient ways of reusing materials from an economic point
of view and that the consumer’s approach was of high importance as well, the prevailing
attitude towards waste management at European level now sets a clear hierarchy of
possible measures: first comes waste prevention, followed by recycling, whereas disposal is
the least favourable treatment.

Framework Directive on Waste (75/442/ECC amended by 91/156/ECC)

This directive is implemented under the federal waste management law and the
corresponding Lander laws. The directive aims at protecting human health and the
environment against negative effects of the collection, transport, treatment and disposal of
waste. In addition, the recovery of resources is to be promoted and the polluter-pays
principle applied. The avoiding of waste is prioritised over its recycling or disposal.

Directive 94/62/EC on packaging and packaging waste

The packaging directive prescribes recycling quotas (regarding both the material itself and
through incineration) for packaging waste (50 to 65 percent in weight) as well as material
recycling quotas (25 to 45 percent in weight, at least 15 percent for each material). In Austria,
the packaging directive is implemented through two packaging ordinances. This presupposes
organising the separate collection and recycling of this waste. The local authorities provide
space for private collection (sometimes also containers). Packaging waste is usually collected
by private companies and in some cases by the municipalities themselves.
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Directives on waste incineration (94/67/EC, 89/369/ECC, 89/429/ECC)

The volume of waste incinerated in the EU has more than doubled between 1990 and 2000
from annually 31 Million tons to 65 Million tons respectively. This increase is due to both
larger quantities of waste being produced and less waste being dumped. The example of
the number of waste incineration plants (400 in the EU, out of which 200 in France)
demonstrates the fact that the prevention principle does not always prevail.

There are currently three directives in place on waste incineration (94/67/EC - incineration of
hazardous waste; 89/369/ECC - prevention of air pollution from new municipal waste-
incineration plants; 89/429/ECC - reduction of air pollution from existing municipal waste-
incineration plants). A new directive is currently being prepared, which will set emission
limits regardless of the kind of the incinerated waste. The importance of this proposal for
local and regional authorities is not only evident with regards to its introducing stringent
operating guidelines for the incineration process (temperature, etc.) and the obligatory use
of combined heat and power. The proposed directive furthermore provides a clear definition
of co-incineration plants, thus ensuring that all kinds of waste incineration are covered by
the scope of the new directive. The latter is of high relevance to local and regional
authorities, since private incineration plants clearly compete with the ones run by
municipalities. While implementing the directive on incinerating hazardous waste, it was
necessary to ensure that private co-incineration plants, applying lower standards and
operating at lower costs, did not undercut municipal incineration plants applying higher
emission standards. It is technically impossible to set absolutely identical emission limits for
incineration and co-incineration, yet a regulation was introduced to ensure that limits
become more stringent the more waste is being incinerated. The new incineration directive
will probably be adopted in 2000 and come into effect in 2005.

Emission limits will be introduced ,inter alia, for CO, dust, heavy metals and dioxin.
Directive on the landfill of waste (99/31/EC)
The directive must be implemented by July 2001 and prescribes:

+ treatment of waste prior to landfilling;

« progressive reduction of bio degradable waste;

» collection of landfill gas;

» separation of hazardous from non-hazardous waste;

« landfill pricing should consider the costs for later treatment (e.g. for closure);
» car tyres, hospital waste and liquid waste must not be landfilled.

In general terms, this directive corresponds to the landfill directive already adopted in
Austria and to the provisions for existing landfills. The landfill fees charged in Austria are set
according to the kind of waste and the site’s technical standard and are used to finance the
treatment of old damages (landfills and others). Since the start of this programme in 1989,
applications for investments totalled ATS 8.8 billion, some ATS 4 billion were granted and
ATS 1.5 billion were already paid for rehabilitation projects currently running and/or already
completed. These vast follow-up costs have influenced Austrian legislation to the effect that,
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starting 2004 (in some exceptional cases as of 2008), all waste will be subject to thermal
treatment prior to being landfilled. This again will result in financial setbacks for those
municipalities which invested in high-standard landfill sites.

The following proposals are currently being discussed:

The end-of-life vehicles directive, which mainly regulates the take-back schemes and
recycling targets of used cars in accordance with the polluter-pays principle.

The batteries directive (amended version of 91/157/ECC, 93/86/ECC, 98/101/EC), mainly
aimed at widening the scope of the directive to cover all batteries and accumulators.
(limits on cadmium, high targets with regards to collection and recycling of batteries).

The directive on waste from electrical and electronic equipment (WEEE)
Main topics: take-back schemes, eliminating heavy metals, recycling targets.

Being a regulation (not a directive), the regulation on the shipment of waste is directly
applicable in all Member States. It defines the rules for the shipment of waste inside and
outside the European Union and bans any cross-border transport of waste for disposal, yet
permits such transport for the purpose of recycling. Austria’s principle approach is to solve
waste problems on the spot, thus no export nor import of waste is allowed.

Water

A Common Position was reached by 1999 with regards to the proposed Directive
establishing a framework for Community action in the field of water policy (Water
Framework Directive), covering all aspects of water management. This Directive, which will
most probably be adopted in the year 2000, provides a unified instrument in accordance
with modern approaches towards water protection and the principles of sustainable water
management. Thus water is regarded from an ecological point of view and not solely in
relation to its use in different fields.

The Directive aims at achieving the following main objectives:

* high quality of all water bodies in the European Union within 16 years;

* no change for the worse in any of the fields affected;

» sustainable water management based on water basins;

* Measures aimed at achieving high quality and a new approach with regards to some
substances (e.g. nitrates);

* cost-covering pricing;

« List of prioritised substances to be eliminated from emissions.

In order to achieve these objectives, a variety of measures will be implemented, which do
not always correspond with the traditional Austrian water management concepts. In Austria,
municipalities are responsible for the drinking water supply and for the collection and
treatment of waste water. They often form associations at administrative level in order to be
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able to cope with these tasks. Pricing is calculated in principle to cover the costs, including
investments and operating costs, yet, unlike the provisions proposed in the Directive,
excluding environmental and resources costs. The latter were included in the Directive in
order to avoid subsidies for the agriculture sector and the industry through water pricing in
countries facing water problems in terms of quality and/or quantity. The Directive
nevertheless provides ways of addressing the social, ecological and economic effects of
cost-covering pricing. Local authorities may be faced with a major problem in case the
provisions of this Directive were to be strictly implemented. One the one hand, the overall
use of water by municipalities (drinking water, hydraulic power, waste water treatment) will
need to be priced at a cost-covering level, and on the other hand other users, such as the
agriculture sector, whose diffuse pollution can hardly be traced. The Austrian Association of
Cities and Towns will therefore pay special attention to these aspects in the negotiations on
implementing the provisions of the Water Framework Directive in Austria.

The Directive will at any rate ensure more transparency in water management, also vis-a-vis
the citizens. It considers public participation and awareness building measures to be a
major element of promoting the idea of sustainability. The Directive should ensure a good
quality of all water bodies within the Community within 16 years. Nevertheless, the fact that
it does not aim at achieving a very good quality, nor a minimum level of processing
(cleaning) for drinking water, calls for criticism. Providing drinking water which does not
need processing would correspond to the principles of prevention and avoidance, whereas
water processing results in much higher prices and is contrary to the polluter-pays principle.

Drinking Water Directive (98/83/EC)

This Directive must be implemented in Austria by the end of the year 2003 and will
necessitate some changes.

Amongst others, the limit values for lead and tri-halogenated methane (decay products of
chlorination) will be gradually lowered over a period of 5 (10) years. While the limit values
for tri-halogenated methane present no problem in Austria, lead conduits (lead distributors
in front of buildings) may require increased investments, since old lead pipes need to be
exchanged. Lead enters drinking water predominantly through water remaining in lead
pipes for a long period of time.

The Member States have met their obligations if the water in their distribution systems does
not exceed the limit value. While exchanging the pipes in the buildings themselves is
regarded as desirable, it is not compulsory and probably only makes sense in the context of
general rehabilitation measures for entire buildings.

According to an inquiry conducted amongst water providers by the Austrian Association of
Gas and Water Companies (OVGW), the number of house connections made of lead pipes
in Austria in the mid 1990s amounted to approx. 35,000 units, about 22,000 of which were
installed in Vienna. However, these are mostly only a few metres long. The cost of
exchanging one house connection is estimated at roughly ATS 30,000 (Euro 2,200) per unit.
For example, the City of Vienna is conducting a programme to replace approximately 2,500
connections annually.
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Across the whole EU, the aggregate cost for such projects is estimated at Euro 70 billion, of
which Euro 10 billion must be spent on modernising the distribution systems. With an
estimated cost volume of Euro 13 billion, the United Kingdom would be strongly affected.

The limit value for nitrates (50 mg/l) in drinking water can be kept in most parts of Austria.
Directive concerning urban wastewater treatment (91/271 EC)

Already before Austria’s accession to the European Union, legal provisions in the
wastewater sector had to be adapted. Although strict environmental regulations and their
implementation constitute a main prerequisite for good quality of life, they usually entail high
costs that are not always easy to finance. Despite the already good standard achieved,
Austria’s required investment volume in the overall water sector for the next 15 years was
estimated at ATS 250 billion (Euro 18.25 billion). This amount comprises both the
continuation of the regular investment volume (approx. ATS 10 billion (Euro 730 million)
annually) and the adjustment to the EC standards for water and wastewater. To meet this
increased volume (of currently ATS 15 - 18 billion (Euro 1.1 - 1.3 billion) annually), it was
first of all necessary to create suitable financing instruments, as such amounts cannot be
covered by the municipalities and users on their own.

Currently Austria and the European Commission have different perceptions on whether or
not this directive may be regarded as actually implemented in Austria. Under Article 169
TEC, Austria was required to answer for certain implementation deficits. According to the EC
directive, all municipalities with more than 5,000 inhabitants must be provided with sewage
systems until the end of 2000, municipalities with over 2,000 inhabitants must complete this
by the end of 2005. This requirement has been met by Austria.

All municipalities with more than 15,000 inhabitants (until the end of 2000) and more then
10,000 inhabitants (until the end of 2005) must dispose of secondary treatment facilities, i.e.
a biological purification process. Late 2005 is furthermore the deadline for the introduction
of secondary wastewater treatment for all municipalities with 2,000 to 10,000 inhabitants
whose wastewater is emitted into inland waters (or estuaries).

According to the Commission, Austria has not fully complied with this requirement with
respect to deadlines and municipality sizes. In its turn, Austria argues that its aggregate
protection standard is higher than that required under the EC directive, and that the scope
of application of the Austrian provisions covers all domestic wastewater, not only that of
municipalities with more than 2,000 inhabitants. Moreover, the environmental promotion law
safeguards the timely financing, which in turn secures the establishment of municipal
wastewater treatment plants.

Of the 631 existing treatment plants in Austria, 626 facilities (99%) comply with the
requirements of the municipal wastewater directive (secondary treatment) while 46% of
these have even set a higher standard than that stipulated by the directive under the first
Austrian wastewater emission ordinance. Austria is still awaiting the answer of the European
Commission to these arguments.
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In order to comply with the provisions of the guideline all over the European Union,
investments in sewage systems (52%) and sewage treatment plants (47%) amounting to
Euro 130 billion will be needed between 1993 and 2005.

The increasing number of sewage treatment plants brings about a raise in the volume of
sewage sludge produced, accepted to amount to 8.3 million tons of dry substance by the
year 2005. The European Commission is currently considering measures to adapt the 1986
Sewage Sludge Directives to the changed circumstances. The use of sewage sludge should
be regulated via the introduction of limits on heavy metals and organic compounds,
guidelines for its treatment will reduce the hazards of the dissemination of pathogenic
agents.

Trans-sectoral regulations
IPPC Directive (Integrated Pollution Prevention Control Directive) (96/61/EC)

The IPPC directive applies both to new and existing facilities. To safeguard a high
protection standard for the environment in general, the effects of facilities impacting the
environment are to be comprehensively reviewed to prevent the shifting of emissions from
one medium (air, water, soil) to another. The stipulations for granting licenses must be
based on BAT (Best Available Technique) requirements. The immission-side approach of
the IPPC directive caused some discussion, as this would permit to emit more pollutants in
less polluted areas than in areas with high levels of pollution.

The provisions of the IPPC Directive, complemented by the amended "Seveso Il Directive"
and the amended "Directive on the assessment of the effects of certain public and private
projects on the environment" will be integrated into a new Austrian law on the operation of
plants. The first draft of this legislation was rejected by the Austrian Association of Cities
and Towns as its provisions included shifting the competence of granting building permits
for plants from the local level (i.e. the mayor) to the Lander.

General problems related to the integration of EC environmental legislation into the
Austrian system

The Community environmental standards are largely composed of directives that must be
implemented in national law. Only regulations may be directly applied. In practice, this
means that provisions strongly influenced by conditions prevailing in another country are
more difficult to incorporate into Austrian law. Examples include the framework directive on
water management and the IPPC directive.

In general, the fact that regulations originate from European level brings about an increase
in the volume of necessary reporting and informing vis-a-vis the citizens, which again calls
for extended activities in this field on behalf of local and regional authorities.
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) New framework conditions for local authorities in the fields of electricity and gas
management and of public transport

Directive on the internal market in electricity

In 1996, the European Union began an extensive liberalisation move of the energy sector by
adopting the Directive concerning common rules for the internal market in electricity
(96/92/EC). This entails the possibility of purchasing electricity all over Europe in a free
market and transporting this energy, against payment, through existing networks. The main
objective was opening up the market for big consumers (more than 100 GW annually) as of
February 1999 and for smaller consumers gradually by 2003.

Originally, Austria’s structure, with its municipal, regional and national levels and area
monopolies, could hardly comply with this directive. A large part of energy supply - in
particular in medium-sized and big cities - is implemented by municipal enterprises, which
partly produce energy on their own, partly only distribute it. These enterprises are either
entirely or partly owned by the respective town or city. It was therefore clear that the interest
of these enterprises, and of the towns and cities, was to benefit from the opening up of the
energy sector. The objective was to ensure that not only large-scale industry, but also
medium-sized companies and private households benefited from lower energy prices.
Following long and difficult political debates, the "law on the organisation of electricity
management" was adopted by the Austrian Parliament in June 1998.

As far as local authorities’ interests are concerned, the following could be reached:

* As of 2003, almost all municipal power supply companies, irrespective of whether they
are producers or distributors of energy, may purchase energy in the free market;

« Existing power supply agreements between power supply companies remain in force
until the end of 2003. However, the prices will be gradually brought down to market-
price level by the year 2004;

» Co-generation plants, which are of great importance for cities, will receive priority within
the energy supply network;

+ The bodies representing the interests of local authorities (The Austrian Association of
Cities and Towns and The Association of Austrian Municipalities) hold one seat each in
the advisory board on power management, which deliberates all principal issues of
energy management.

Yet another important point lies in the fact that the increased competition will cause the
energy prices to fall by estimated 20%, which will make it difficult for local authorities to
subsidise public transport out of the profits of their energy supply enterprises, as they have
been doing over a long period of time. The amount in question is roughly the same as that
provided by the Federal level for supporting public transport companies in the bigger towns
and cities (excluding Vienna).
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Experience gained up until now shows that a concentration process is currently taking
place, in the course of which municipal electricity suppliers are forced to fight for market
shares and revenues, at times also in other business fields.

Directive on the internal market in natural gas

The EC directive concerning common rules for the internal market in natural gas (98/30/EC)
will soon be implemented in Austrian. Similar to the regulations in the directive on the
internal market in electricity, here, too, the Member States will be entitled to designate
"licensed customers". This should at any rate apply to operators of gas-fired electricity
plants and other customers using more than 25 million cubic meters of gas annually.

The first draft for the national regulation in Austria suggested a total (100%) opening up of
the market. This would have brought about financial setbacks to the municipal providers,
who tend to sign long-term contracts in order to ensure the supply.

The Austrian Association of Cities and Towns thus suggested that a gradual gas-market
liberalisation be introduced, making allowance for long-term contracts as well as for
technical standards and the obligations of providers to guarantee connections and supply.
Municipal gas providers and operators of gas power plants must soon be entitled to act as
free customers in the gas market and purchase gas at lower prices for the benefit of
consumers and SMEs.

Analogue to the regulations achieved with regards to the energy sector, a multi-stage plan
should be elaborated to ensure:

» a fair gas price for municipal suppliers and their customers;

* a supply guarantee and provision of service on the spot.

A new draft of the Austrian implementation is expected by mid 2000.
Impacts on public urban passenger transport

The public urban passenger transport is a major expenditure heading in the budgets of
Austrian cities and towns. It is usually run by municipality-owned companies, notably in the
bigger Lander capitals. According to a study conducted by the Federal Ministry of Science
and Transport, this expenditure amounts to annually more than ATS 5 billions (some Euro
360 million), excluding the investments for constructing the Vienna subway. The Vienna
Technical University estimates that some ATS 2 billion (some Euro 145 million) out of the
total were financed through the surpluses of municipal energy providers.

The liberalisation of the electricity and gas markets will no doubt lead to lower prices which
will jeopardise this system. Municipal providers of public passenger transport will thus be
faced with severe financial difficulties.



CRES

Logon Report 2000 Chapter 2

The European Commission has announced its intention to amend Directive 1191/69/ECC (as
amended by 1893/91/ECC), which regulates the subsidies to public services. These
amendments should also be applicable to the sector of public passenger transport.

In principle, the European Commission favours the introduction of free-market structures
including calls for tenders and cost-covering prices. The Member States are less
enthusiastic, as they fear that such an approach might result in reduced quality. Should
liberalisation come into power, Austria will no doubt insist on introducing stringent quality
standards with regards to consumer friendliness, environmental considerations (air, noise),
energy efficiency and security.

m) Financial effects of EU accession
Effects on the budgets of local authorities and the Lander

On the occasion of Austria’s EU accession, the federal government insisted that the local
authorities and the Lander share the financial burden of accession. This is mainly of
importance since Austria is a so-called "net payer", that is, it pays more into the budget than
it gets back. With respect to the moneys the country receives, however, it should be borne
in mind that only a small part of it returns to the public sector, which is, in fact, the actual
payer of the EU contribution. It is others - the agricultural sector, subsidised industrial
enterprises - which benefit from the greater part of EU funds. Furthermore, EU subsidies
must be supplemented by national funds (co-financing), which causes yet additional
budgetary burdens.

The representatives of local authorities opposed this co-financing of Austria’s membership in
the Union for a long time and eventually achieved an arithmetic reduction of the burden,
which is the basis for the figures presented in the following table.

Financing of EU membership payments (in ATS billion)

1995 1996 1997 1998 1999

Membership payments, total 18.76 26.94 31.56 26.23 29.15
of which by the Lander 4.13 5.57 5.70 5.44 5.88
by local authorities (net) 0.71 0.89 0.93 1.00 1.00
by federal government 13.92 20.48 24.93 19.79 22.27
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Taking into account the EU membership payments and funds flowing back into the country
in favour of the agricultural sector, as well as within the framework of the three Structural
Funds (EAGGF, ERDF, ESF) - in the case of Austria, EU regional and structural funding for
the programme period 1995 to 1998 amounts to ATS 21.3 billion (Euro 1.5 billion) - the
overall balance shows that Austria’s annual net contribution to the EU amounts to
approximately ATS 12 billion.

Effects related to municipal taxes and services

Basically, the 6th VAT directive and the consumer-tax system directive are of importance for
local authorities, since these instruments prohibit the levying of similar charges or prescribe
a narrow leeway for such charges.

The 6. VAT directive

In connection with the 6. VAT directive, the Austrian VAT had to be harmonised. This
resulted in changes inasmuch as privileges for services formerly exempt of VAT in Austria
and relating to child-care and health-care needed to be reviewed. The VAT paid upon
purchase of goods and services in these fields was no longer deductible, which would have
naturally increased the prices of these politically highly sensitive goods and services. In
order to avoid such developments, extensive reviews of the taxes paid by the health-care
sector took place and an internal national system was created to absorb these changes.

The tourism charges, levied in some Lander in order to promote the tourist industry, were
examined by the European Court of Justice following a legal procedure instituted by
taxpayers. The Court confirmed that the tourism charges comply with Community law.

The Consumer-tax system directive

As to the beverage tax, which is levied by Austrian local authorities both on alcoholic (10%)
and non-alcoholic beverages (5%) and on ice cream (10%) upon sale to the end consumer
in retail trade and restaurants it has proved to be not compatible with Community law. With
respect to this issue, the European Commission clearly emphasised, during the pre-
accession negotiations, the EU-conformity of the Austrian system.

Despite this, the European Court of Justice has decided on March 9th, 2000 that the
beverage tax as far as alcoholic drinks are concerned does not comply with the Consumer-
tax directive. This means a loss of 4.4 billion ATS (some 300 million Euro). Although new
revenues will be available, there remains a net loss of more than 1 billion ATS (some 80
million Euro). In addition there is still a problem of repayment of taxes collected since 1995.

The big difficulty is to get sufficient compensation in a time when it is popular to lower or
abolish taxes even when it had been promised before to get full compensation in the case
of a negative decision. Discussions are (end of March 1999) still going on and it is to hope
that an even more severe blow on local finances can be avoided.
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The advertisement tax

Reportedly, Austrian enterprises also lodged a complaint with the European Commission
with regards to the advertisement tax levied on advertisement.

Municipal taxes - a summary

While the required harmonisation work in the child-care and health-care sectors could be
sufficiently clarified during the accession negotiations with the European Union, and partly
solved through the introduction of transition periods, no such clarity could be achieved in
the accession agreement with regards to the EU-conformity both of some tourism charges
and the beverage tax. Looking back, it would have therefore been advisable to have those
municipal charges, which were considered EU conform by the European commission during
the pre-accession negotiations, explicitly determined and declared as such in the accession
agreement itself. Alternatively, transition periods should have been established in order to
avoid later interpretation problems and risks for local authorities.

European Monetary Union

As of 18t January 1999, Austria participates in the 3'd phase of the Economic and Monetary
Union (EMU) and has introduced the Euro. However, the participation of a state in the EMU
presupposes compliance with five stability criteria. Austria had no problems complying with
the following criteria:

» the level of long-term interest rates;
» the exchange-rate stability;
» the inflation rate.

Yet it was necessary to make some adjustments with regards to public budgets.

« Firstly, the overall public debt amounting to roughly 70% of gross domestic product
(GDP) was higher than the allowed maximum of 60% and thus had to be reduced. The
current level in Austria is 64.6%.

* The biggest difficulty however was to reach an annual deficit not exceeding 3% of GDP.
Amounting to 5.1% in 1995, the deficit was down to 1,9% in 1997.

* The term "public deficit" comprises the budgets of the federal government, the Lander,
the local authorities, as well as some other public institutions, such as social security
funds. This means that if public deficit is to be reduced, local budgets may have to be
restricted, too.

+ The admissible deficit-sharing was politically agreed in February 1996. The federal
government was entitled to assume 2.7%, the Lander and local authorities were allowed
to "use" 0.3% of the deficit. The admissible deficit for Vienna amounts to 0.09% of GDP,
all other local authorities together may use 0.1%. Local authorities’ debt policy is thus
subject to stringent restrictions.
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* Moreover, a stability pact was agreed upon at the end of 1998 between the federal
government, the Lander and the local authorities. It contains yet more detailed rules with
regards to the co-ordination of budget management of the Lander and local authorities,
as well as for the sharing of possible sanction payments in case the 3% margin is
exceeded.

n) The scope of adjustment of the legal system required for accession

With the country’s accession to the EU, Austria’s local authorities, who are assigned large
competencies for the implementation of federal and Lander laws, must take account of yet
another, new dimension of Community law in their administrative activities. The European
level, and thus the European hierarchy, has entered the Austrian local authorities in addition
to the well-known federal and Lander levels. For local authorities, this means an increasing
volume of accounting and reporting duties, both in terms of additional study of EC law and
necessary adjustments vis-a-vis the EC legislative level. However, this does not change
much in the purely formal management of administrative action: as with national law, EC law
is implemented and enforced through the national structures and according to the national
division of competencies. For local level, potential problems resulting from accession are
likely to arise from the fact that additional actors are involved in the decision-making
process, that is, more lobbyists than before participate in the formal and informal negotiation
and bargaining processes.

In this context, it is an important learning process leading local authorities to realise that
measures taken by them in their own field and using their own funds, e.g. the promotion of
local business, may only be implemented when respecting the Community competition rules
and must usually be approved in advance. This applies not only to subsidies in cash, but
also to other measures, such as the provision of subsidised land for industrial enterprises. It
therefore entails a restriction of local authorities’ autonomy regarding economic policy, with
the aim of preventing distorted competition in the Community.

Generally speaking, we must therefore accept that the European Union as a supranational
organisation restricts the leeway for action of national, regional and local authorities in very
many areas, so that the parties concerned must learn to act in keeping with this new
situation.

Even before Austria’s accession to the European Union, the Austrian local authorities
focused their interest mainly on those areas which require adaptation of existing statutory
provisions. This presupposed the systematic review of the existing Austrian laws and
ordinances. Major areas requiring harmonisation included:

* public procurement;

+ subsidy instruments of different territorial authorities;

* municipal taxes;

* environment;

» liberalisation of energy markets (electricity and gas);

« general equality of citizens of the Union and nationals (equal treatment of nationals and
EU citizens).
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It is important that in the course of EU accession new statutory sources must be used for
administrative acts. They must first be identified and then implemented, possibly running
counter to the provisions of national law. In this respect, it must be borne in mind that the
adjustment process does not end with the adoption of laws, but requires actual
implementation. Neither does the process of implementing EC law terminate with accession.
The European Commission is continuously preparing new, or amending existing, legislative
instruments. Here it is imperative to be informed about the planned new measures, to
formulate own interests and try to influence the legislative process. Municipal organisations,
such as the Austrian Association of Cities and Towns and the Association of Austrian
Municipalities, can play a role in this field. Differentiating interests must be balanced, so as to
be able to formulate joint positions vis-a-vis the national and European levels. Being present
on-site, in Brussels, has moreover proven useful to advocate specific concerns; thus both the
Austrian Lander on the one hand and the Austrian Association of Cities and Towns and the
Association of Austrian Municipalities on the other hand maintain their own offices in Brussels.
However, the federal government remains the main contact point for local authorities.

o) Employment policy

Over the last couple of years, Austria has adopted, like all other European Union Member
States, a National Action Plan (NAP) for employment, which outlines the objectives and
measures needed for creating new jobs and reducing unemployment. Meanwhile, "territorial
employment pacts", specifying the implementation measures to be undertaken at regional
level, were agreed upon with the Lander and, in some cases, with groups of local authorities
as well.

The most important feature of these pacts is to guarantee a closer co-operation between the
job centres, which are run by the federal government and are independent of the regional
level both in terms of legal and administrative structure on the one hand, and the local
authorities, the Lander and the representative bodies of employers and of employees, on
the other hand.

Summary

In spite of all the presented adjustment processes, some of which are very difficult, it should
be kept in mind that many positive effects observed recently, e.g. the reduction of the
budget deficit or the avoidance of international crises with their job-killing consequences,
would have been impossible or at least difficult to achieve without membership in the EU
and in the EMU. After a short period of adjustment, economic growth developed favourably
in Austria. The formerly substantial deficit in the balance of payment has decreased
considerably and is now rather low. In a time of currency crises in Eastern Asia, Russia and
Latin America, the emerging Euro has proven to be a fortress of stability. In the public mind,
the significant consequences of the cost-cutting measures implemented to reduce the
deficit are long forgotten in face of the success achieved by these measures.

The future work of the EU will have to focus largely on employment policy. Among other
things, the EU must ensure that people’s identification with this new Europe is not
jeopardised by unjustified interference in local issues.
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Introduction: European Union - the Consequences for
Finnish Municipalities and Regions

"This Treaty marks a new stage in the process of creating an ever closer union
among the peoples of Europe, in which decisions are taken as openly as possible
and as closely as possible to the citizen."

Treaty of Amsterdam amending the Treaty on European Union

Generally speaking, the importance of regional and local government in building Europe has
been taken into account in EU decision making better in the 1990’s than was earlier the
case. Examples of this are the inclusion of the principle of subsidiarity in the Treaty on
European Union and the establishment of the Committee of the Regions. The essential idea
behind the subsidiarity principle is that decisions should be made on the level that is as
near as possible to citizens. Often, this level is the local - the municipal - one. The same
principle is reflected in the EU's aspiration to develop in the direction of a "Europe of
citizens".It also includes the idea of bringing Union institutions and citizens closer together
and facilitating a more active participation by citizens in handling Union affairs. Likewise, it
is important for citizens to be well informed about matters being dealt with by the Union. The
Committee of the Regions is a concrete expression of the principle of subsidiarity. It is a
channel through which regional and local government can influence EU decision making.
The EU should also explain in advance what effects its decisions will have on regional and
local administration. Thus the importance of regions and municipalities in the work of the
Union is clearly growing.

Local and regional government in Finland

Finland is a republic with a population of about five million. Finland is one of the biggest
countries in Europe, covering 338.000 km2. One third of the country lies north of the Arctic
Circle. Population density is 16 inhabitants /km2. Finland is a bilingual country, 93 % of the
population speak Finnish as their native language, 6 % Swedish.

a) Local government
The local government is based on self-government of the residents of a municipality. Local

self-government is guaranteed in the Finnish Constitution. There are 452 municipalities in
Finland. The average population is 11.300.
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Examples of differences between municipalities

Average Smallest Largest
Population 11.415,00 126,00 546.317,00
Population density inh. / km? 16,90 0,20 2.962,00
Area (net of water areas) km? 674,00 6,00 15.173,00
Economic structure
* Agriculture and forestry % 6,10 0,20 47,10
* Manufacturing % 26,80 3,90 54,50
* Services % 65,10 31,00 84,70
Age structure
* 0-14 year-olds % 18,40 9,50 32,40
* 15-64 year-olds % 66,90 53,20 71,50
* 65 and over % 14,70 4,90 30,20
Local tax rate 1999,
% of taxable income 17,67 15,50 19,75
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Finnish municipalities have wide responsibilities. Municipalities provide basic services for
their residents. The most important services provided by local authorities concern education,
social welfare and health care, protection of environment and maintenance of technical
infrastructure such as street maintenance, water supply and sewerage and the coordination
of waste management and energy supply. Local authorities run comprehensive schools,
upper secondary schools and vocational institutes. They also provide adult education, art
classes, libraries, and cultural and leisure services. Other responsibilities are children’s day
care, care for the elderly and disabled, and a wide range of social services. They provide
preventive and basic health care, specialist medical care and dental care. They also seek to
promote a healthy human environment.

Municipalities co-operate in the provision of many services. Hospitals, for instance, are usually
run by joint municipal authorities. Finnish municipalities have 400.000 employees, 80 % of
whom are engaged in social welfare, health and education. The share of local government
consumption is roughly 2/3 of the total public consumption in Finland. Municipalities have the
right to levy income taxes. The average local tax rate is 17-18 % of income.
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Every four years, the residents of a municipality elect a local council, which is the supreme
local authority. The board, elected by the council, is responsible for general administration.
In addition, the council elects committees to administrate a sector of municipal activities.

MUNICIPAL ORGANISATION

Council Auditors

Municipal Executive
Board

Municipal Committees
Main tasks:
Education and culture
Social welfare and health care
Environment and technical
infrastructure

b) Regional administration

There are 19 Regional Councils in Finland. Regional Councils are intermunicipal joint
authorities formed by their member municipalities. They have statutory responsibility for
regional development and regional land use planning. They also promote the interests of
their regions and perform a broad variety of non-statutory functions, such as promotion of
tourism and cultural activities. Regional Councils are responsible for drafting regional
development programmes carried out in cooperation with the EU. The highest decision-
making body of a Regional Council is the assembly, the members of which are elected by
the councils of the municipalities that form the region in question.

c) The Association of Finnish Local and Regional Authorities

The Association of Finnish Local and Regional Authorities is an interest organisation for all
the local authorities and cities in the country. The Association also serves Regional
Councils, hospital districts and other joint municipal authorities.

The Association promotes the interests of local authorities and joint municipal authorities,
and supports and develops their operations. It plays an active role in municipal legislation,
guides and advises its members, engages in research, writes reports and produces
publications and information on current issues.
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The Association’s special areas of expertise include finance, education and culture, welfare
and health, labour relations, structural policy and EU affairs, town planning and
infrastructure, environmental protection, legal matters, research and development,
information and international relations. The Association is represented in the municipal
labour market by the Commission for Local Authority Employers.

The Association’s companies — Audiator (auditing services), Efektia (consulting and
research), KL-Kustannus (publishing and marketing), Local Government Training Company
(training services), Gustavelund (congress and training centre) and Plancenter (architectural
and engineering firm) — provide local authorities and joint municipal authorities with further
services.

The Association of Finnish Local and Regional Authorities employs 300 experts and its
companies 400.

The Association is represented on the Executive Committee of the International Union of
Local Authorities (IULA) and in its Council of European Municipalities and Regions (CEMR).
The Association has an office in Brussels.

The Association acts as the secretariat for the Finnish Delegation to the Committee of the
Regions (CoR). Finnish local authorities and regions are also represented on the Congress
of Local and Regional Authorities of the Council of Europe (CLRAE). In addition, Finnish
Regional Councils are members of the Assembly of European regions (AER).

Finland’s geograpical status in the EU - the northern dimension

The accession of Sweden and Finland gave the European Union a distinct Northern
Dimension. A large amount of territory with both climatic and geoeconomic features that had
not existed within the Union until then was added when the two countries joined. The Union
likewise acquired a common border with Russia, which meant a new geopolitical situation.

From the perspective of municipalities and regions it is important that the Northern
Dimension be seen in a broad sense in the EU's policy. The Northern Dimension includes
recognition of the special features of northern circumstances and of the needs and
opportunities that arise from them, the influence of the Baltic Sea and Barents Sea regions
and the opportunities that they offer, as well as of the importance of cross-border
cooperation between regions.

Preparations for the Finnish EU membership

Finland joined the European Union at the beginning of 1995 and thus has very recent
experience with preparations for EU membership, and with the enforcement and
implications of EU legislation.

Discussion of European integration and its impacts on Finland began at the end of the
1980's. In the autumn of 1991, the Finnish government began assembling clarifications
whose purpose was to assess the implications of possible EU membership from the
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standpoint of foreign and security policy, economic and social policy, the legal system and
the political decision-making system. - To be precise, the question at that time was still one
of membership in the European Community, not the Union. Even in the initial phase of these
clarifications, it was evident that the membership would have a direct impact on Finnish
legislation. Approval of the Treaty of Accession required that a significant part of the
legislation in effect in Finland would have to be amended.

A national preparatory-work apparatus was created for the membership negotiations. Both
ministers and civil servants within the ministries participated in the preparatory work, and
Parliament was informed regularly. The central organizations of municipalities, as well as
representatives of the state administration, participated in the work of the Advisory
Committee on European Integration, which was headed by the prime minister.

Implementation of the EU's legislation required a review of a great part of Finland's
legislation. Innumerable changes in the statutes had to be made. Adapting national
legislation to Community legislation requires careful preparatory work and precise
clarifications. The process is hard. In Finland, expert civil servants in the various ministries
performed the basic work.

While the Member States' central administration occupies a key position in the EU's
decision-making and legislative process, the implications of the Union's legislation are felt
extremely often at the regional and local levels. Furthermore, the importance of the regions
within the Union is becoming more pronounced all the time. For that reason it is important
that the regional and local levels in the applicant countries are aware of the implications of
EC legislation and involve themselves in the membership preparations.

Participation by an applicant country's central administration in the legislative preparatory
work required by membership is essential and in a sense automatic. Membership is not
possible without actions taken at the national level in each country. At the sub-national level
the situation is somewhat different: Preparing the sub-national level for EU membership
requires initiative above all. The regional and local levels must take it upon themselves to
play an active role in the application of Community legislation. It is important to seek
cooperation with the national level.

Preparing for the EU membership requires purposeful work at the local and regional levels,
too. In Finland, preparations for possible Finnish membership in the European Community
began in 1989, several years before that membership became a reality. The central
organizations of municipalities and regions took the initiative. Later, in 1993, those
organizations joined forces, becoming the Association of Finnish Local and Regional
Authorities. The central organizations established the so-called European Community follow-
up group, whose tasks were to get to know the Community's objectives and policies, and to
clarify the impacts of Finnish EC membership at the regional and local levels.

The follow-up group organized informational meetings and seminars for regional and
municipal representatives, published a quarterly bulletin, and drafted manuals which dealt
with Community membership from the standpoint of the municipalities and regions. The
follow-up group's most important task, however, was to examine the implications of
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Community legislation on the municipalities and regions. This examination was performed
systematically, by comparing the Community's competences with those of Finland's
municipalities and regions. All of the Community's policy areas were reviewed, and it was
determined whether these areas were associated with legislation whose application in
Finland would lie with the sub-national level. Clarifying the implications of Community
legislation requires a great deal of work, and it is essential that experts in each field
concerned perform the work. It may not be worthwhile to undertake such a project
separately in every municipality or region. There is definitely a need to collaborate.

The importance of contacts between local and regional authorities and state authorities can
not be emphasised enough. These contacts are essential during the membership
negotiations.

European Union membership and the legislative questions related to it are important and
far-reaching matters from the sub-national standpoint, too. The experience of Finland's
regional and local administration, at least, is that preparations for membership should
commence at the earliest possible stage.

Impact of the European Union on local and regional authorities

The effects of the Union on municipalities and regions can be examined in the light of the
obligations that arise from membership and the opportunities that it offers. The obligations
that the municipal sector must observe mainly relate to Community legislation. Examples of
the opportunities include EU cooperation programmes, which enable municipalities to
participate in international exchanges of experience and obtain financing for projects.
Indeed, Finnish municipalities and regions have increased their international contacts since
Finland joined the EU. Activity and initiative are essential prerequisites for being able to
avail oneself effectively of the opportunities that the EU offers.

Municipalities and regions direct different expectations at the European Union. The supports
granted by the EU are of particular interest to municipalities and regions. The supports
provide opportunities for various types of development projects. The Union should not
however be perceived solely as a distributor of supports. The local and regional levels
should also be aware of the general objectives of European integration, as well as the
obligations that EU membership brings with it, specifically the enforcement of Community
legislation. Municipalities and regions play an important role in enforcing Community
legislation.

In speaking about the impacts of Community legislation on the sub-national level, we must
remember that the powers of municipalities and regions vary from country to country. In
Finland, as in the other Nordic countries, it is typical that the municipalities enjoy broad
autonomy and a great number of statutory tasks. The most important task of Finland's
municipalities is to provide their residents with social-welfare services. Because of the
differences in the municipalities' and regions' powers, also the impacts of Community
legislation on municipalities and regions may vary from country to country. In Finland, where
the municipalities' sphere of activity is broad, there is a lot of Community legislation which
affects them.
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Main aspects of EU policy in terms of local government in Finland
a) Structural policy in Finland

In a geographically large and sparsely populated country such as Finland it has been
necessary to focus on regional development and on the arrangement of services provided
to citizens during the entire 20th century. The extension of the rail and road network to the
entire country and of higher education to the northern and eastern parts of the country (the
less developed parts of Finland) had a significant impact on the development of the
different parts of the country. In the late 1940s a significant part of the population was
relocated in a country that had lost a substantial part of its territory. The migration caused
by extensive industrialisation was directed towards the cities and to the rural industrial
centres especially in the 1960s and 1970s. Late in the century the dramatic development
and introduction of information technology, the opening of borders and a general
internationalisation — even a globalisation — again caused important changes in the Finnish
societal structure.

Until the 1980s Finnish regional policy was mainly based on investments by the public
sector and on service development in the eastern and northern parts of the country. The
role of the central administration was to build a communications infrastructure, develop
higher education, and to establish industry mostly through state enterprises. The main role
of the municipalities was to provide basic services to the citizens, e.g. education and health
care, often with the aid of considerable state contributions. Regional development usually
fell within the domain of state regional administration, i.e. of the provinces.

As a membership first of the European Economic Area and later of the European Union was
discussed in Finland in the early 1990s, a comparison of regional and structural
development — of its goals, procedures and organisation — between Finland and the EU
(then the EC) had to be made. A more regional approach to the development was needed.
There was so much to change that it was regarded as necessary to regulate regional
development through a particular act.

In EU policy regional development and progress is based on and stems from the regions
themselves. Partly influenced by this the establishment of a system of regional councils
covering the entire country was completed in Finland in the early 1990s. As the members of
the organs taking decisions in the regional councils are appointed by municipal councils
amongst people elected in municipal elections, the new regional councils were politically
firmly on the regional level. The Regional Councils were given two important statutory duties:
the role of a regional development authority and the responsibility for regional land-use
planning.

The role of the Regional Councils was laid down in the Regional Development Act, which
entered into force on 1st January 1994, i.e. in the year Finland became a member of the
European Economic Area and a year before EU membership. The Act also regulated the
procedures and goals of regional development, and these provisions were compatible with
a Finnish participation in EU regional policy.
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b) Use of funding from structural funds in Finland

When Finland entered the European Union on 18t January 1995 the structural fund period in
the EU was 1994 - 1999. In the membership negotiations it was agreed that a new objective
6 programme was to be established for the very thinly populated northern regions of Finland
and Sweden. Finland also received funding pursuant to objectives 2, 5a, 5b and 6. Interreg
became the most important community initiative; in particular as Finland has fairly long
external borders not only to the EU member Sweden but to Norway, Russia and Estonia
outside the Union too. Finland and Estonia however only have a sea frontier between them.

The regional councils drew up the first regional development programmes on a very tight
schedule. On the basis of these programmes the Ministry of the Interior compiled proposals
for objective 6, 2 and 5b programmes for Finland. The Ministry of Labour saw to the
objective 3 and 4 programmes. The same procedure was applied when the programmes for
the new period beginning in 2000 were drawn up.

The state, municipalities and the private sector have seen to the national funding required
by the programmes. The municipalities have used more EU funding and reserved more own
resources for the national funding of the programmes than what was planned in the
beginning of the period 1995 — 1999. They have thus been quite active participants in
regional development programmes. The projects implemented by the municipalities have
often either been related to training in order to improve employment or to providing a better
business environment. With the exception of some cases, no large investments in e.g.
infrastructure have been made within the framework of the Finnish programmes.

During the structural fund period 2000 — 2006 Finland will receive funding from all Union
objectives (1, 2 and 3). The former objective 6 areas in northern and eastern Finland have
been approved as objective 1 areas. This was one of the most important goals of Finland in
the Agenda 2000 negotiations. Interreg will remain the most important community initiative
during the new period too.

c) Administration of funding from structural funds in Finland

In the beginning of the period 1995 - 1999 the Finnish Government decided that no new
special legislation was to be enacted for the administration of the funding from the structural
funds — the legislation in force was to suffice. With the benefit of hindsight new provisions
would however have been needed. As there were no particular provisions on e.g. regional
cooperation between the parties in the implementation of the programmes, the Regional
Councils established unofficial cooperation groups in each region. In these the parties have
been able to discuss the implementation of the programmes in the regions.

Approximately a year before the new structural fund period the Association of Finnish Local
and Regional Authorities and the chairs of the boards of the Regional Councils proposed
that the administration of structural fund projects and funding be laid down in law.
Consequently, a bill was drafted as a result of extensive cooperation between the ministries
and the other parties in 1999. The new act entered into force on 1st January 2000.



CRE

85

Logon Report 2000 Chapter 2

This act acknowledges the role of the municipalities and of the Regional Councils in the
implementation of regional development programmes that receive funding from a structural
fund. It is for instance prescribed that a particular Regional Management Committee be
established in each region. Its members comprise political representatives of the regional
administration, officials of the state regional administration and representatives of labour
market organisations and of other societal parties, all with an equal share. The chair of the
Regional Management Committee is a politician, normally the chair of the board of the
Regional Council.

The central duty of the Regional Management Committee is to draft a plan for next year’s
development measures on the basis of an adopted target programme, and to make an
assessment of the need for funding from structural funds and for national funding, i.e. a
regional cooperation document. On the basis of this proposal the state includes the funding
needed in the state budget. The municipal sector follows an identical procedure.

Together with the national contribution the funding from the structural funds are parts of the
yearly state budget of Finland. Therefore, during the period 1995 — 1999 the state had an
extremely strong role in deciding on the funding of projects. In the period 2000 — 2006 the
role of the regions has been strengthened through the official acknowledgement of the
Regional Management Committees and through the procedure including a cooperation
document. Thus the regions may influence the drafting of the state budget as regards the
funding from the structural funds.

The Regional Management Committees also coordinate the projects within their area, and
decide on the implementation of regionally important and interregional projects. In addition,
the Regional Development Act is being amended, so that the regional development
authority, i.e. the regional council, would grant the funding from a structural fund to projects
whose national sponsor is a municipality.

Experiences:

The administration of the funding from the Union structural funds and of the projects
financed with it requires special legislation laying down the organisation of the cooperation
between the parties.

Municipal and regional representatives have to be closely tied to the drafting of and to the
initial stages of the enforcement of the act in question, so that regional development is firmly
anchored in the regions themselves in practice too.

d) Some practical experiences of structural funds

The fact that the funding from the structural funds is directed to the most disadvantaged
regions (EU principle of concentration) was known. Being part of the EU regional policy also
required the adaptation of new lines of action. In contrast to the earlier Finnish practice
each region had to draft a particular regional development plan, which presented the
strategic development goals of the region and the guidelines for achieving those goals.
Furthermore, these plans had to be approved by the European Commission. Another novelty
was the supervision of the implementation of the plan, and that its implementation would
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later be assessed. This is inherent in the programming principle of the EU. The programmes
had to be drawn up and implemented through cooperation between different societal
partners. This is the substance of the concept "partnership". Part of the funding for the
implementation of the regional development measures had to stem from the national public
or private sector. The Union funding had to produce added value in comparison to what
had earlier been done for regional development in the country. This last principle is called
additionality.

Experiences:

As far as the municipalities were concerned a fairly fundamental reform was necessary,
although municipal administration and regional development have a long tradition in Finland.
A new regional division was needed — new actors whose authority not only stemmed from
particular legislation but from the region too, in Finland from the municipalities within the
region. New legislation also had to be enacted, the Regional Development Act. Lastly, a
new way of action in conjunction with other participants based on programming and on
result-orientation had to be adopted.

Quickly it also became clear that the Union regional and structural policy does not provide
answers to all problems brought about by the ever-changing environment the municipalities
have to function in. The funding from the EU structural funds thus has to be regarded as
part of a number of solutions, when a better future is being built on the basis of strategies
and guidelines decided on by the regions themselves.

e) Economic and Monetary Union and the introduction of the Euro
in municipal administration

Municipal finances as part of Finnish public finances

As an EU member Finland is participating in the Economic and Monetary Union. In the EMU
the criteria for the assessment of the financial state of the Member States are interest rate,
inflation and the balance in public finances. When the third stage of the EMU began on
1st January 1999, Finland together with ten other Member States introduced a single
currency, the euro. Simultaneously the surveillance of the development of the public
finances of all MS was intensified. The supervision is based on stability programmes drawn
up by the countries participating in the single currency area, and on convergence
programmes as regards the other states. The provisions on this have been laid down in
Council Regulation No. 1466/97.

According to the Stability and Growth Pact specifying the Treaty on European Union the
medium-term public finances have to be in balance or in surplus. Within the framework of
the programme for decreasing state indebtedness followed by the Government, Finland will
easily be able to fulfil the requirements of the Stability and Growth Pact for balance in public
finances. Thanks to the partly funded employment pension system included in the Finnish
public finances, the social security funds will show a surplus of approximately 3.5 % in
relation to total production in the future too. Local finances (mainly municipalities) are in
balance on average. The surplus of the entire public finances is predicted to be roughly
3 % in relation to total production in 2000.
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Under the circumstances, satisfying EMU conditions will be more important to Finland than
adhering to the formal monetary union rules relating to stability control. Adapting taxation to
the monetary union’s standards and maintaining competitiveness under the conditions of a
deepening internal market will perhaps be the decisive issue for Finland. Opportunities to
reduce the aggregate tax rate are limited because Finland wishes to maintain the North
European model of a welfare state in which tax revenues are used to provide basic social,
health care and educational services to all citizens, irrespective of the municipality in which
they live. In Finland, the organisation and provision of these services is almost completely
the responsibility of municipalities.

The harmonisation of taxation within the EU does not concern the taxation of earned income
or social security contributions. Taxation has not had a notable effect on the mobility of
labour force between the EU countries to date. A single currency will make it easier to
compare wages and salaries as well as prices and social security benefits, which may
encourage mobility, particularly among those with higher qualifications.

Finland is known for its high tax rate as well as for good social welfare, health care,
educational services and public infrastructure, which is financed mainly from tax revenues.
The government is for many reasons under pressure to reduce income taxation. However, it
is difficult to cut tax on earned income without affecting municipal income taxation, which is
the most important source of income for municipalities. The largest scope for expanding the
tax base is in capital income taxation. The capital income tax rate and corporate tax rate are
relatively competitive in Finland. Public financing will be affected most by the pressure to
harmonise value added tax, alcohol tax, tobacco tax and, possibly at a later stage, the
taxation of cars. To sum up various estimates, tax losses due to the pressure to cut taxes in
Finland for reasons of European harmonisation would amount to eight billion Finnish marks,
or a little more than 1.3 billion euro. This is almost one fourth of the annual aggregate
capital income and corporate tax revenues. The need for harmonisation, including the need
to harmonise taxes collected by the State, will probably also be reflected in the financial
relationship between municipalities and the State, because government grants paid to
municipalities account for such a large part of total government expenditure.

Impact of EMU on financial markets and procurement

On the financial markets the cross-border mergers of financial institutions and ever
expanding and opening markets mean that the municipalities will have better possibilities of
actively turning to new international markets in the future.

The Finnish accounting legislation has been amended to comply with the EU directives. The
municipalities also observe the general Accounting Act where applicable. Thus the balance
sheet of a municipality largely corresponds to that of any company in the EU. This may aid
the municipalities in taking action on the new uniform financial markets of the euro area.
Within their sector the Finnish municipalities may freely invest assets or take out loans.
However, it has to be noted that the financial instruments on offer are not necessarily
comparable or usable in Finnish municipalities as such, or that risks related to the provisions
in the other countries are involved in them.
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Most cities, municipalities and their associated entities are too small to directly enter into the
capital markets. Individual municipalities neither have the volume nor the resources to deal
with all market participants. Municipalities are not always able to get the best rating as they
are regarded as too small by the rating agencies.

The recent creation of the euro has dwarfed the individual capital needs of these entities in
relation to the huge size of normal euro transactions. At the same time there has been a
dramatic fall in the number of banks and a strong growth in bank balance sheets.

Only the very largest cities and regions in the major European countries have the size
necessary for regular successful measures on the institutional markets. Within Europe, the
debt of municipal governments is modest compared to the debt of central governments.
With the exception of Germany, UK, France, Spain and ltaly, the debt of most central
governments is small compared to the current optimal size necessary for the efficient use of
the capital markets.

It is only natural that municipalities have created public funding agencies to take advantage
of joint efficiencies. In order to establish a credible and secure rating, municipalities have to
combine their strength and form a joint funding system.

Municipal and public funding agencies exist throughout Europe and the United States and
in Australia and Asia as well. In many countries they have existed for over a hundred years,
and they are still influential and important market participants. They are a diverse group with
different histories, statutes and combinations of activities. However, they share the same
essential characteristics in their ultimate objectives with regard to public finance.

The agencies are to achieve savings for their members through organisational efficiency, the
creation of a more competitive environment and through joint guarantee systems that enable
the entire group to benefit from a higher credit rating than the individual parts.

Municipality Finance Plc. established in 1989 is a credit institution owned by the Local
Government Pensions Institution. The company represents the Finnish municipal sector both
on the domestic and on the international capital markets. The company’s main objective is
to provide cost-efficient financing for Finnish municipalities, joint municipal authorities and
municipality-controlled entities, whose loans are guaranteed by a municipality.

The funding of Municipality Finance is guaranteed by the Municipal Guarantee Board, a
public organisation consisting of 421 member municipalities. Municipal bonds and municipal
notes are important forms of funding for the company on the domestic market. Funding on
the international capital markets is mainly raised under the EMTN programme listed on the
London Stock Exchange. Municipality Finance is a non-profit company.

The EMU will open up new and expand the possibilities within procurement as well (the
municipal procurement is discussed in detail under Public Procurement), and a single
currency will make it easier to ask for and compare offers. The disappearance of exchange
rate risks and of foreign exchange costs within the euro area will bring about savings. The
new electronic methods — Internet and E-commerce — taken into use on the financial
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markets and in procurement abolish geographical borders in Europe and on earth as well
as the importance of time, time zones and weekdays.

Introduction of the Euro — technical transition from Finnish Marks to Euros

On 1st January 1999 the transition to a single currency, the euro, was initiated, and the
introduction of the euro on 1st January 2002 is a technical measure as regards the
conversion from marks. This conversion is laid down in two Council Regulations: Council
Regulation (EC) No. 1103/97 on some provisions relating to the introduction of the euro, and
Council Regulation (EC) No. 974/98 on the introduction of the euro. In the latter a six-
number conversion rate is fixed for the national currencies within the EMU. This guarantees
a sufficiently exact conversion in all countries. The conversion rates of the participants in the
third stage of the EMU were fixed on 31st December 1998. The final, irrevocable rate for the
Finnish mark is 1 euro = 5.94573 FIM.

In Finland the Ministry of Finance initiated the preparations for the transition to the euro on
the national level. A legislative working group within the ministerial EMU project went
through all Finnish legislation in force. By 1st January 1999 all necessary amendments were
made. The transition to the euro does not, however, necessitate any amendments to several
acts and statutes with references or values in Finnish marks. What has been decreed in
marks or ecus still holds true after 1st January 2002. The same applies to agreements.

According to the national transition plan the public sector including the municipalities and
joint municipal authorities convert to the euro on 1st January 2002. At that time the
bookkeeping, account ledgers, bills and payment programmes for social welfare and
assistance as well as the programmes within personnel administration will be converted to
the euro. The budget for 2002 is drafted in euros well in advance in 2001.

Already during the transition period municipalities have to be able to work with the euro, as
according to the principle ‘no compulsion — no prohibition’ it may be used on financial
markets, in bills, different types of income declarations and in agreements. Bank transfers in
euros or marks will automatically be converted by the banks to the currency unit of the
receiver, if need be.

In the municipalities the transition to the euro requires extensive updating of the data
systems. In several municipalities this issue is made more complicated by the fact that the
system in its entirety is built up of products and applications from different companies — all
connected to a common accounting system. The municipalities also use mechanical
appliances and machines functioning with coins or bills. Such are for instance ticket
machines and fare collection appliances within public transport, parking meters, door locks,
and vending machines. The disappearance of the mark renders these machines useless.
This also applies to several cash registers. Even the tills may be rendered useless as the
bills and coins change size.

The transition to a new currency is ideal for the introduction of different types of cash card
applications. In this connection such applications are increasingly being taken into use
within different services.
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In addition, the introduction of the euro forces the municipalities to check price lists, forms,
brochures and economic directions. During the transition period it is recommended that
parallel entries be used on bills and price lists. The conversion often results in a number
with cents instead of an exact amount in marks. Thus there evidently is a strong temptation
to raise the prices somewhat. However, it has to be remembered that the euro conversion
has to be performed as decreed in law. It is extremely important that the citizens’ trust in the
euro is maintained, and that the goals of the euro area — price stability and a low inflation
rate — are guaranteed.

It has been decided that the conversion period in Finland will be two months. During that
period from 1st January 2002 when the euro is introduced as a cash currency to 28
February 2002, customers are legally entitled to use bills and coins in Finnish marks
alongside with euros as means of payment. The change will always be in euros. The brief
currency exchange period is justified with the avoidance of confusions related to the
simultaneous use of two currencies and with savings. A possibility of fraud is also inherent
in the currency exchange period.

Measures of the Association of Finnish Local and Regional Authorities in municipalities
and joint municipal authorities in connection with the introduction of the Euro

In early 1998 the Association of Finnish Local and Regional Authorities published two guides
to the effects of the euro for the use of the municipalities and joint municipal authorities: the
introduction of the euro, and a case study. The latter included an example of a project plan
drawn up for the City of Hyvinkaa for 1998 — 2002. The plan comprises a list of tasks
required by the introduction of the euro and a schedule for the tasks, and it determines a
person responsible for each task.

In early 1998 extensive training was initiated in cooperation with representatives of the
banks and of the data systems. In addition to the general goals of the EMU the training
comprised information about national preparatory measures and an assessment of the
impact of the euro on municipal duties and services. Besides general training, specialised
training is needed within the different sectors. The euro has to be raised as a separate
theme in connection with cash flow, customer service, education, children’s day care, care
of the elderly and long-term nursing. The specialised organisations within the fields will work
with introducing the euro among the elderly and the visually impaired.

f) Information society

The municipality has an important role in information society that covers e.g. the following
aspects:

« Services to local residents (new and better services, new distribution channels, joint
services);

» Regional development (rapid growth in information industry, importance of know-how in
information technology for employment and business, local supply of telecommunications
services, regional structure);
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« Efficiency in municipal activities (automation of routines, E-commerce, more effective
processes);

+ Equality (local contents of information society, accessibility of information, know-how);
» Democracy (local information society forums, supporting participation).

Thus the municipality is central to information society. The Association of Finnish Local and
Regional Authorities tries to influence the goals and actions of the European Union in all
these areas. Central means are for instance:

+ Participation in the work of the Committee of the Regions (http://www.cor.eu.int/) as
experts consulted in the reports submitted by the Finnish delegation.

+ Common action with the central municipal associations of other European countries and
with organisations representing the municipalities and regions. The most important are
the Council of European Municipalities and Regions, CEMR, (http://www.ccre.org/) and
the information society network ELANET affiliated with it (http://www.elanet.org).

« Continuous interaction with the experts of the central DGs of the Commission such as
Information Society (http://europa.eu.int/comm/dg13/index.htm) and Regional Policy
(http://europa.eu.int/comm/regional_policy/index_en.htm), and thus providing first-hand
information on the needs of the municipalities and regions.

» Direct participation in European projects serving the interests of the members of the
Association. The most important has been the two-stage LOCREGIS project
(http://www.locregis.net) coordinated by the Association. This project charts the impact
of regional and local information society projects on regional development in Austria,
Sweden and Finland in conjunction with some regions representing other countries.

In 1999 — 2000 the Association of Finnish Local and Regional Authorities has paid particular
attention to that the EU competition policy concerning telecommunications does not
guarantee service development in all regions. On the contrary the supply of new technical
solutions is being concentrated to places with the best customer basis.

g) Employment policy

Local economic development and the promotion of employment have become centres of
interest in municipalities and regions. Finnish municipalities are themselves major
employers, but their main interest lies in actively searching for new partners and for new
working methods in order to activate local business, tempt new enterprises to settle down
and to create new jobs. The public-private partnership is regarded as an important method
to gain sustainable results. Local partnership projects have opened up new possibilities and
good results are expected.

Unemployment, especially long-term and youth unemployment, and a low employment level
are common problems of the Member States. The European Employment Strategy has been
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developed to direct common interest and resources to effective actions. However, the
responsibility for an employment policy lies with the Member States. The European
Employment Strategy was completed during the long process that culminated in the
Amsterdam European Council in 1997 and in the Extraordinary Job Summit in Luxembourg
in 1998.

The European Employment Strategy is a structure that consists of annual Employment
Guidelines drawn up by summits, National Action Plans (NAP) formulated by the Member
States, a joint employment report written by the European Commission, and of
recommendations to the Member States proposed by the Council of Social and Labour
Affairs and accepted by the summit. An essential part of the execution of the employment
strategy is the European Social Fund. This Fund finances projects that create new solutions
and methods to solve employment problems. The priorities and target groups of the
employment guidelines and programmes of the ESF are in harmony.

Employment guidelines have been drawn up since 1998, and the latest one concerns the
year 2000. Their structure and priorities have remained the same even though there have
been some novelties. The essence of the guidelines lies in four pillars promoting:

*  Employability

* Adaptability

* Entrepreneurship
*  Equality

The role of the local and regional level has explicitly been recognised in the guidelines for
2000. There seems to be a general consensus on the importance of their role, but in several
Member States the municipalities are still not heard when the national action plan is drawn
up. Yet participation in decision-making is an essential part of shouldering responsibility.
This also leaves the guidelines and the NAPs unfamiliar to the municipalities, which directly
face the problems of citizens and should solve the problems together with them, protecting
the rights of the weakest groups on the labour market. The local and regional levels may
contribute considerably when sustainable solutions are identified — locally, nationally and on
the European level too.

In the combat against unemployment the local and regional levels play a decisive role. The
best expertise in finding solutions to the problems affecting is to be found on the local and
regional levels. Action on these levels is also emphasised by the Territorial Employment
Pact, TEP — an initiative submitted by the European Commission. Such pacts have been
implemented in 89 regions within the EU. Their purpose is to develop new approaches and
to visualise the value added by local partnership projects to the promotion of employment.
In 1997 the Finnish Ministry of Labour approved 26 partnership projects — seven of them
were picked as particular TEP pilot projects. Approximately a hundred municipalities from
Finland participate in a partnership project. The partnership idea has got off well in Finland.
The partnerships have generated roughly 300 - 500 subprojects from which three central
themes emerge: third sector employment, entrepreneurship and individual solutions for the
unemployed. The employment effects are estimated at 15,000 jobs and about 30,000
individuals have been involved in the activities.
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h) Social dialogue on the European level

When the Single Market programme was launched, the European Commission saw fit to
reinforce the social dimension of the Union. The European Social Charter of Workers' Rights,
approved in 1989, was supplemented in the Maastricht Treaty with an agreement on social
policy. These documents greatly strengthened the social dimension and the position of the
social partners.

Nationally speaking, the requirements of Directives based on labour market agreements are
implemented in the normal way — in Finland usually through legislation. Issues concerning
terms of employment may still be subject to national negotiations vis-a-vis any changes
needed in municipal-sector collective agreements for civil servants and other employees.

In Europe, the municipal sector employs an average of 10% of the workforce, while the
corresponding figure in Finland and Sweden is over 20%. Even on the European level,
municipal employers are an important grouping, and they have organized themselves into
the Employers Platform of the Council of European Municipalities and Regions (CEMR),
which consults with the European Federation of Public Service Unions (EPSU), representing
municipal employees. Some national central organizations in the municipal sector have
furthermore joined the CEEP (Centre Européen des Entreprises Publiques), which consults
across sectoral boundaries with the European Trade Union Centre (ETUC), representing
wage-earners.

Municipal employers consider it important to engage in social dialogue. In this way,
advance information can be acquired on legislative proposals which will affect municipalities
and their employees, Commission issues can be influenced at the preparatory stage, and
there is the option of taking part in negotiations on labour market agreements. Both the
Directives on labour law and labour market agreements on the European level have
prompted amendments in national laws and collective agreements concerning municipal
civil servants and other employees.

Monitoring and applying EU legislation has come to be part of the everyday work of some
staff at the Commission for Local Authority Employers (the employer unit of the Association
of Finnish Local and Regional Authorities), and this naturally calls for new information and
expertise, such as better language skills and familiarity with both the EU legal system and
labour law systems, and with municipal-sector employment relationships in other Member
States.

i) Social services and health care

The Nordic Countries have a social welfare system based on the municipality of domicile or
residence. The municipality is principally responsible for the arrangement of social and
health services. The services are mainly financed with tax revenues. Although comparisons
are never easy to make, there are certain factors that distinguish the Nordic Countries from
other ones. The difference is particularly evident in social policy concerning people outside
the labour market.
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Outside the Nordic Countries social security is mainly based on the following factors:
employment, insurance, family, church and non-governmental organisations. Family holds a
key position, as the social security of other family members is dependent on the
breadwinner. Municipalities supplement existing services or provide last-resort services.

Within the EU the role of social and health policy is gaining in importance. The Treaty of
Amsterdam, which entered into force on 1st May 1999, delegated the European Community
new authority in social and health policy. The Treaty grants powers to submit proposals for
the prevention of discrimination based not only on gender but also on age, disability, race,
ethnic origin and religion, and for the development of programmes concerned with this issue.

In the EU Summit of June 1999 it was decided that the drafting of a European charter of
fundamental rights be initiated. Before 2001 the drafting of the charter should be completed,
and social rights will be a central part of the agenda as part of it.

It is also noteworthy that the structural funds will most likely play a bigger role in the
implementation of the goals of the social and health policy. The amendment of the funds will
create a new framework for this. In European labour policy and in refugee policy a number
of social policy issues are raised.

Increasingly the development of national social and health policy is directly influenced by
the guidelines of EU financial policy. Their aim is to ensure that the EMU will be a success
and to guide the financial and structural policies of the Member States. When for instance
the goals of fiscal harmonisation are assessed, the differences in the financing of the social
security systems have to be taken into account in extreme detail, i.e. whether the system is
based on public tax revenues or on insurance.

j) Free movement of people

The principle of free movement of people has been one of the main aims of the European
Community since the very start. This principle has been followed in the Nordic Countries for
a long time now, and the experiences have mainly been positive. As the social security
systems of the Nordic Countries are similar, the coordination of social welfare and health
care has been fairly easy.

Free movement leads to that the different systems within the EU have to find solutions to
new situations. It is probable that the movement of EU citizens from one EU country to
another will be fairly minimal. This is also probable as regards third country citizens legally
residing in the Union. On the other hand third country citizens (immigrants, refugees) may
however be more mobile than EU citizens who have become rooted to their own country.

In the assessment of free movement it has to be noted that the Treaty of Amsterdam
transferred immigration and refugee issues to the competence of community law. These
provisions enter into force after a five-year transition period from the ratification of the
Treaty. The Schengen Agreement and other measures in order to promote free movement
abolish border controls. Thus in part the municipal authorities will be the "controllers". This is
especially explicit in the work of the social welfare and health care authorities.



CRE

95

Logon Report 2000 Chapter 2

k) Education

Education is central to the strategy of the European Union — it fulfils the requirements of the
economy and of working life. Through it the Trans-European labour market is supported,
economic growth is boosted and the competitiveness of the economy strengthened.
Education is also used to alleviate different kinds of societal problems: employment is
improved, exclusion prevented and equality and equal opportunities promoted. In addition,
it is used to strengthen integration and a European identity.

The Maastricht Treaty extended Union competence to all education. The authority however
still is clearly restricted: community action supports and complements the measures taken
by the Member States within their territory. The Member States decide themselves on the
organisation and substance of the education — the intention is not to harmonise the
educational legislation.

The European Union is preparing itself for the challenges of the new millennium by the
gradual construction of an open and dynamic European educational area based on a
commitment to lifelong learning, encouraging the citizens to acquire new information and
skills, and on the use of all learning possibilities.

Central goals of the EU educational policy is to assist in a continuous improvement of
educational quality, strengthening the European dimension on all educational levels, and in
making it easier for the citizens to use the educational possibilities in Europe. Union action
is to promote cooperation between educational authorities and organisations, exchange
between educational institutions, open and distance education, the recognition of degrees
and study periods, and innovation related to the development of educational methods and
material.

More and more the EU educational policy explicitly stresses the importance of the
participation of all cooperation partners. When education is developed it is necessary to
also take into account other educational partners, social partners such as different types of
organisations, local and regional authorities as well as economic partners, in particular
business and the small and medium size enterprise (SME) sector.

The most noticeable impact of the EU membership on municipal education is perhaps the
participation in the education, training and youth programmes. Through the Socrates and
Leonardo da Vinci programmes students, teachers and other personnel may participate in a
European exchange of people and experts, and the educational institutions may develop
their teaching in European network projects. The programmes also provide an opportunity to
exchange information and experiences, and to conduct research and analyse the
educational systems. Moreover, on the basis of particular agreements educational
cooperation is possible with countries outside the Community, inter alias with countries in
the Mediterranean area, North and Latin America, and with several Asian states. The youth
programme correspondingly provides young people an opportunity to cooperate in Europe.
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In addition to the actual educational programmes several other community programmes
have connections to education, e.g. the Culture 2000 programme and the 5th Framework
Programme for Research and Technological Development (RTD).

Education is also central to the implementation of the Union structural policy. A considerable
part of the measures — especially those taken by the Social Fund — has to do with the
education of unemployed or with other measures related to know-how and professional
skills.

The Association of Finnish Local and Regional Authorities supports the Union's desire to
create an open and dynamic European education arena which would offer all citizens,
regardless of age, social standing or situation, better opportunities to obtain information and
knowledge. The education arena would also support the principle of lifelong learning.

1) Cultural policy

Culture is important in the European Union, it is an integral part of European integration; it
strengthens the consolidation and vitality of the European social model. Entering into the
new millennium culture has been afforded an ever more important role in Union actions.
Thus within culture it has been regarded as important to increase the efficiency and
coherence of Union level actions. In the Treaty of Amsterdam the European Union undertook
to increasingly take into account views related to culture in the other policies of the
Community.

However, the EU is not trying to harmonise the cultural life or legislation of the Member
States. Union competence in cultural issues is restricted: Union action is supposed to
encourage cooperation between the Member States and, if need be, to support and
complement their measures, for instance in order to safeguard and protect the cultural
heritage important to Europe, to promote art and literature, and to increase cultural
exchange. The Amsterdam Treaty especially emphasises the value of cultural diversity.

The European Union supports European cultural cooperation through a new Culture 2000
programme, which is the first framework programme for culture. Its purpose is to promote
creativity and cooperation, safeguard the European cultural heritage and to increase the
awareness of that heritage and of the history of the European peoples. The programme
covers all forms of art and cultural heritage, with the exception of movies and television that
are supported through a separate programme — Media.

Within the cultural programme the municipalities may participate in European joint projects,
e.g. organising cultural events together, shedding light on cultural sights and monuments,
promoting mobility amongst people within the field of culture, and developing further
education for cultural professionals.

Other EU programmes support culture too, for instance the 5th Framework Programme for
Research and Technical Development. Its sub-programme Energy, Environment and
Sustainable Development includes key functions, which support the sustainable
development of European cities and urban areas, and the protection, safeguarding and
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preservation of the European cultural heritage. In addition, the sub-programme Information
Society Technologies supports the development of interactive electronic publications, the
digital heritage and of the cultural substance.

Considerably more money is however channelled to cultural projects through the structural
funds, in particular through the European Regional Development Fund, ERDF, and through
the European Social Fund. These grant support to cultural projects intimately connected to
the development plans for the region. Funding is thus not granted only on the basis of
reasons of cultural policy — the project also has to be justified in another manner, e.g. that it
has a positive impact on employment, the development of cultural tourism or on the
business of SMEs.

The Association of Finnish Local and Regional Authorities supports the general EU view that
cultural services must be developed as part of economic and employment policy, and that
cultural traditions should be taken into account in, for instance, building projects and
housing policy. The Association of Finnish Local and Regional Authorities feels that cultural
projects should also be included in regional development programmes.

Municipalities should also actively apply for support through the EU's actual cultural
programmes for the preservation of their cultural heritage and the creation of cooperation
networks.

The Association of Finnish Local and Regional Authorities would also like to draw attention
to the position of public libraries in EU cultural policy. In Finland — and indeed in the other
Nordic countries — public libraries are an important part of the traditional local cultural
environment, and they are rapidly becoming part of the new flexible learning environment.
The position of public libraries should be reinforced on a European level.

m) Equal opportunities

The Finnish Constitution includes statutes concerning citizens' basic rights. These prohibit
discrimination on the basis of sex and oblige administration to promote gender equality in
the public sector as well as the labour market, particularly with regard to pay and other
terms of employment. Legislation pertaining to terms of employment forbids officials to place
job applicants or tenured staff in an unfavourable position on the basis of sex without good
reason. The Act on Equal Opportunities stipulates that employers, educational institutions
and other such actors have an obligation to promote equality. Systematic measures should
be taken to promote equality. An employer which regularly has at least 30 persons on the
payroll must include this perspective in annual personnel and training plans.

75 % of the employees in Finland's local authorities are women. Directives on equal
opportunities have been implemented to Finnish legislation. Local authorities play an
important role in the practical application of these directives.

Additionally, the Finnish equality act decrees that both genders have to be represented in
state committees, advisory boards and other comparable organs, and in municipal organs
with the exception of the municipal council, so that both have at least 40 % of the chairs,
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unless something else is required by specific reasons. The gender division in appointed
organs shows that this provision has been observed. The share of women was 47 % in
municipal committees and 45 % in municipal executive boards after the municipal elections
in 1996.

The Association of Finnish Local and Regional Authorities has passed on information to local
authorities in equality matters. It is particularly important to supply up-to-date information on
current legislative projects in the EU and Finland which have a bearing on local authorities'
activities to promote equality.

n) Urban policy

Urban policy on the national and EU level is becoming a system for creating the conditions
and incentives for independent local-level development. The incentives available to urban
policy are briefly the following:

Urban policy must be based on independent initiative.

A. Cities themselves should boost their own urbanization features:
* economies of scale,
» the inner synergy of cities:
- city centres and environments
- varied markets
- subcultures
- opportunities for special services and talents
- expertise in the widest sense
» cities as nodes for networks, including network synergy
- internationalization
- logistics

B. Cities deal with their own problems:
» traffic, environment, social problems;

The role of national and EU urban policies is to complement each other in providing
resources and incentives.

1. Do urban areas have the economic potential for functioning in a way which
benefits the whole, both boosting their urbanization features and dealing with their
problems?

2. Do urban areas have adequate administrative systems for these activities, and do
they have enough incentives to take the actions mentioned?

3. Do urban areas have access to enough information and functioning examples of
projected actions?
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In some sectors in Finland, cities' financial resources may not be adequate in normal
economic conditions. The main questions are, however, whether the cities' independent
activity sharpens urbanization features enough and whether the cities handle their problems
adequately on their own even if they do have the resources. Intermunicipal cooperation in
funding social policy, housing policy and infrastructure planning should be considered a
merit in granting cities different types of pilot funding for development.

The third aim of national and EU urban policy is to ensure that cities get enough information
and that functional examples are passed on through an exchange of experiences. Individual
cities do not have adequate incentives for this type of action, and funding should therefore
be provided under national and EU urban policy.

In Finland the Union has most visibly supported the solution of urban problems through the
Community initiative concerning economic and social regeneration of cities and of
neighbourhoods in crisis in order to promote sustainable urban development, URBAN.
During the structural fund period that just ended, the EU granted funding to two Finnish
action programmes within URBAN. The goal of the programmes is to find practical solutions
to the problems of city neighbourhoods in decline. The total funding of the Finnish URBAN
programmes was 14.87 million euros in 1996 - 1999 (the share of the EU funds was 7.9
million euros). The programmes were initiated in Joensuu in 1995 (Rantakyld and Utra
neighbourhoods), and in Helsinki and Vantaa as cooperation between the two cities in 1997
(Myllypuro, Kontula, Koivukyld and Havukoski neighbourhoods). The URBAN programme in
the Helsinki region is divided into three main approaches: the promotion of the local
economy (employment and business), social development (social functionality and
preventing exclusion), and the improvement of the environment. The URBAN programme for
the structural fund period 2000 — 2006 is being drafted. The funding received by Finland will
decrease, and a new project will be initiated in the Helsinki region.

o) Agriculture and rural development

The European Union's decisions on agricultural policy are of great importance to Finland, the
most rural country in EU. Rural areas in Finland are subject to powerful pressure for structural
change caused by a number of factors. Internal migration has increased and the economic
structure is changing, one reason being that the number of farmers has fallen sharply. The
declining rural population is making it more difficult for the municipalities to operate, too.

The cold climate in Finland is a special problem for agriculture. The length of the thermal
growing season (days with a mean temperature of over +5°C) is more than two months
shorter than in western Europe and five months shorter than in southern Europe. The
growing season in Finland varies between 180 and 100 days, compared with anything from
200 days to all year round in central and southern parts of Europe. Crop vyields in northern
agricultural areas such as Finland are fairly low, while production costs are high. This
applies particularly to cereal crops.

It is important for Finnish agriculture for continued agricultural production in northern regions
and other unfavourable areas to be safeguarded. Continued production of clean food
products is in the interests of the entire Union.
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The regional development programme pursuant to the Union rural regulation is intended for
2000 — 2006. This programme is included in the guidelines of the objective 1 programme.
The development programme is in force in rural areas outside objective 1 too. In addition to
the development of agriculture and forestry it comprises other kind of rural development. A
rural development programme has to be based on development plans worked out by the
Regional Councils. Moreover there is a separate community initiative, Leader+, designed for
the development of rural areas.

To the rural municipalities it is important that in particular the emphasis of the programme
for objective 2 areas is justly divided between urban and rural areas and that the specific
problems of rural areas are sufficiently taken into account. As rural areas are much more
than just agriculture, other types of development, such as the development of villages,
improvement of the infrastructure, safeguarding of the cultural heritage and rural tourism,
have to sufficiently be taken into account in the targeting of the rural programme. The
nationally determined assignment of allocations will have a central impact on the future of
the rural areas. A pluralistic, vital countryside is the goal of the municipal sector as regards
the Union rural policy.

p) Environment

Municipalities have an effect on the environment in many ways. For example, when
providing energy supplies, water supplies and waste management services, municipalities
use natural resources, the use of which places a strain on the environment. Municipalities
provide the prerequisites for the overall development in the municipality by means of
industrial policy, land use policy and via their sustainable development programmes. Finnish
municipalities also function as environmental protection authorities which grant and
supervise environmental permits, give instructions and orders, and monitor the condition of
the environment.

The principle of sustainable development, a high level of environmental protection,
improving the state of the environment and including environmental protection in all forms of
activity have been expressed in the European Union's goals. Objectives are implemented
through directives and regulations on the quality of the environment, emissions, procedures
and products as well as environmental action programmes and various funding
programmes. Around 200 directives touch on environmental matters: water protection, air
quality, chemicals, nature protection, noise prevention and waste management.

Links between environmental protection and quality of life, production, products and
infrastructure projects also explain the large scope of environmental legislation at the Union
level. The Union environmental policy has earlier mainly concentrated on redressing
environmental hazards, but a point of view stressing prevention and a more general policy
of sustainable development is gaining in strength. The integration of the goals of the
environmental policy and of sustainable development into the structural, rural, traffic and
energy policies and into tourism has been initiated with independent surveys conducted by
the different sectors. In 1999 the Helsinki summit decided that a strategy for sustainable
development be prepared for the European Union.
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Changes in Finland's environmental policy as a result of accession to the EU have included
the shifting of the focus towards quality standards (air quality, noise, water quality) and
technical standards (specific emissions, noise levels, chemical composition) instead of
objectives for total emissions, and the formulation of Finland's international environmental
policy mainly through the EU.

In preparing the EU's environmental policy measures, consideration should be given to the
fact that objectives at the European level must be adapted to national systems as well as to
national, regional and local conditions and objectives. Openness and transparency must be
ensured in preparing and executing measures.

The goal of the Association of Finnish Local and Regional Authorities is to see that special
factors affecting municipalities and regions are taken into account when legislation is
prepared. Legislative work continues all the time in waste management, water protection,
air protection and noise prevention. It is indispensable for regional and local perspectives to
be taken into consideration in preparing legislation at the Union level.

q) Energy

The energy policy of the Association of Finnish Local and Regional Authorities is based on a
close link with environmental policy. The aim is to produce energy in an economical way
through the cogeneration of electricity and heat, and to expand the district heating grid. The
municipalities in Finland are well equipped to implement these aims and to be involved in
similar projects in other countries.

Where sources of energy are concerned, the aim is to promote actions and programmes
designed to cut down CO, emissions. An important aspect in Finland is the use of wood as
a source of heating both in industry and in municipal heating plants and individual
buildings. Another aim is to replace coal with natural gas.

Finnish municipalities and Finland as a whole are in a position to increase the efficiency of
energy use and to conserve energy using various technical methods. The aim is to improve
the efficiency of energy use in Finland and to use the methods developed for this purpose
in projects to increase energy efficiency in other countries, too, and in EU-funded
development projects in general.

In order to promote the use of renewable sources of energy, and energy production
methods which are efficient and have a low environmental impact, and to make the
municipalities' own energy use more efficient, local and regional advisory and information
services are being expanded. Such services should cover both the municipal sector and
individuals and companies in Finland, and the entire EU.

r) Traffic policy
Removing obstacles to movement is one of the EU's ideological principles. This means

increasing traffic, and also to certain undesirable environmental and other effects. Actual EU
traffic policy is still in the process of development.
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The EU influences Finnish municipalities' attitudes to traffic issues in many ways, mostly by
guiding national solutions which in turn influence the municipalities' actions. Examples of
issues where the EU has a strong influence on Finland's solutions include the development
trends for the Finnish national road network, pricing of use of the traffic infrastructure, VAT
on traffic, and the introduction of competition into public transport.

Street maintenance and public transport technology and telematics development projects
have a direct impact on the municipal operations in creating opportunities for new
operations.

s) TEN networks

Transeuropean Networks (TEN) in traffic, energy and communications are essential if the
internal market is to operate efficiently. They are also intended to help increase economic
and social cohesion between richer and poorer areas within the EU, to help construct basic
infrastructure in poor areas, and to improve economic competitiveness.

A special European TEN network to serve international traffic has also been defined in the
EU. The aim here is to achieve a network promoting a combination of different modes of
transport, which will ensure sustainable transportation for passengers and goods within the
Community in the best possible social and security conditions. The TEN network is already
mapped out and is given priority in project funding.

Traffic projects which are part of TEN networks are eligible for TEN support. The most
extensive TEN network possible will give regions and municipalities the best possible
opportunities for future regional development. An extensive and comprehensive TEN
network is also necessary because of Finland's low population density and the long
distances involved. The network is also thought to have importance for the standing of
regions and municipalities. The TEN network should also support connections with Russia,
Finland's neighbour, because of the considerable transit traffic to Russia and in order to
support development in border regions. Other international connections are also
important, including contacts with the Baltic republics and other countries around the
Baltic Sea.

t) EU impact on land-use planning

The EU Member States and the Commission have reached an understanding about the
goals of and the future prospects for the European Union. These were presented in the
European Spatial Development Perspective (ESDP) Guidelines adopted in spring 1999. lIts
three basic objectives are economic and social cohesion, the safeguarding, care and use of
the natural resources and cultural heritage, and the equal competitiveness of Europe.

The goal is to achieve sustainable and equal development in Europe. In Finland the regions
and municipalities will still be solely responsible for land-use planning, despite the ESDP and
the European Union. Although the EU has no authority as regards land-use planning, the
provisions within the different policy sectors do indirectly direct the planning of the regions
and municipalities. In principle the ESDP is a document voluntarily agreed upon by the
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states, and each country has undertaken to abide by it. In the ministerial meeting of autumn
1999, the ministers responsible for regional planning decided to develop this issue further
with the aid of twelve development measures, which certain Member States shall see to.

The ESDP has three basic guidelines related to land-use planning. All authorities and
sectors on all administrative levels may take these into account in their work, and
simultaneously support their promotion on the European level. These are:

+ The development of a balanced city system with several centres, and the strengthening
of the interaction between urban and rural areas;

» The promotion of coordinated traffic and communications systems, which support the
development above and are equally accessible;

+ The development of the natural and cultural heritage, and caring for them.

In addition to this the European Union supports the work of the local communities for the
development of the living environments in several manners, inter alias through development
and pilot projects financed by different financial instruments. At the same time it
disseminates information on successful projects.

u) Public procurement

In Finland, municipalities and joint municipal authorities are responsible for a remarkable
part of public procurement. The EU's goal of opening the Single Market has improved local
authorities' chances to achieve significant savings by putting purchases to tender. The Act
on Public Procurement was passed on the basis of Union directives. This Act obliges local
authorities to allow tenders from anywhere in the EU for purchases above specific
thresholds. Finnish legislation acknowledges the principle of adequate competition in public
procurement. Finnish legislation places even stricter obligations on local authorities than EC
legislation with regard to tendering. For example, the Act on Public Procurement imposes
lower thresholds in some cases. Increasing openness in purchasing activities makes it
possible to take full advantage of the market. Those submitting tenders must be treated
equally and non-discriminatively. Local authorities have reacted well to the new procedures,
which have been quite productive especially on the domestic market.

The European Commission has surveyed the public procurement situation in the EU. The
Commission has noted that the number of cross-border purchases is still low. Suggested
means to increase cross-border competition have included improving the availability of
information to suppliers and purchasers. In Finland the emphasis has been placed on
training and the better use of electronic media so that information on current purchasing
projects can be spread sufficiently so as to attract tenders from a wider area. There are
several ongoing projects for the promotion of E-commerce on the basis of the needs of
municipalities. Another goal is to integrate the information systems within financial
administration into the system of E-commerce in order to save administrative procedural
costs.
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With certain exceptions, Finland's local authorities can still choose whether they wish to take
care of production themselves or through tenders. The success of purchasing projects is
improved by quality management, which has been extended to the local level. Legislation
supports the inclusion of quality factors and systems when decisions are made to open
purchasing to tenders. Bottom price is seldom the best criterion. The careful planning of
purchases is extremely important.

Public procurement can be regarded as functioning well in the Finnish municipal sector.
Problems have arisen mainly with regard to municipal-owned companies' right to produce
services directly for local authorities.

v) EU programmes from the point of view of municipalities and regions

The aim of all EU programmes is to support the Union's general aims — including the
promotion of European competitiveness — to foster sustainable development, to reduce
regional and social differences and to increase equality between women and men.
Increasing employment, preventing social exclusion and protecting the European cultural
heritage have also taken on increasing importance recently. Implementation of the
information society is seen as a way of improving competitiveness and employment. These
aims are supported by developing joint legislation, on the one hand, and by implementing
programmes which receive financial support from the EU, on the other. In addition to
measures related to structural policy (roughly 34 % of the EU budget), the EU finances
community programmes and programmes for technical assistance (approx. 12 % of the EU
budget). The municipalities and joint municipal authorities may use these in the
implementation of their internationalisation goals.

In addition to the regional measures financed by the structural funds, the EU supports
measures on the community level within several sectors important to the municipalities, e.g.
within energy, education, culture, traffic, youth, SMEs, social welfare and health care, and
environment. Several of these are supported both through the structural funds and through
community programmes, for instance energy, education — vocational training in particular —
culture, SMEs, information society, employment, and environment. The support from the
structural funds, however, often is much larger than the one provided by the programmes.
Community programmes important to the municipalities are inter alias:

« Altener and Save in the field of energy;

* Socrates and Leonardo da Vinci in education and training;

* Public and occupational health programmes, such as health promotion, injury prevention,
and the prevention of pollution related diseases;

* The framework programme Culture 2000;

*  Youth programme;
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+ Life and Environment 2000;

« 5! Framework Programme for Research and Technological Development for 1998-2002;
+ Equality programmes.

w) Town twinning and the support programme of the European Commission

The roots of the Nordic town twinning tradition reach back to the late 1930s, and it is thus
one of the oldest in the world. It is based on neighbourly harmony and mutual assistance,
while similar traditions elsewhere in western Europe were designed to help heal the wounds
of war and to prevent further conflict. In Finland, the internationalization of municipalities has
been increasing very rapidly in the 1980s and 1990s. Municipalities and regions in Finland
now have over 1,300 twin towns or similar twinning relationships in about 40 countries.
Nearly 90% of Finnish municipalities are involved in twinning. The emphasis in twin town
activities so far has been on traditional cultural, sports, youth and student exchanges, but
expertise exchanges, business cooperation and many forms of non-governmental
organization cooperation are now also part of operations.

Municipalities in Finland are eager to get involved in international projects. The partners in
such projects are often their twin towns, but other types of international cooperation
networks are also gaining a foothold. Despite the tendency for international cooperation to
take the form of projects, the traditional forms of twin town activity have not lost their
importance. Indeed, they are the 'backbone' of municipal international interaction, and are
the channel through which international cooperation, familiarity with other cultures and
peoples, and related efforts to do away with prejudice are brought to the grassroots level in
the form of cooperation between individual people.

The Education and Culture Directorate-General of the European Commission is in charge of
the Town Twinning Scheme, in which the Association of Finnish Local and Regional
Authorities is an international cooperation partner. The aim of the scheme is to involve as
many citizens as possible in town twinning activities. Activities are eligible for funding in all
EU Member States, as are activities involving an EU Member State and certain countries in
Central and Eastern Europe (Albania, Bosnia-Herzegovina, Bulgaria, the Czech Repubilic,
Estonia, Former Yugoslavia Republic of Macedonia, Hungary, Latvia, Lithuania, Poland,
Romania, Slovakia and Slovenia) as well as Cyprus and Malta. Support will be given to three
types of activity:

1. Exchanges between citizens from twinned towns.

2. Conferences and meetings on a given subject and activities designed to lend
fresh impetus to the twinning concept.

3. Training seminars for organisers of town-twinning schemes.
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The amount of the grant is calculated based on an assesment of the purpose of the
exchange, the number of aspects involved, the number of participants and the towns
involved. No grant may be awarded if the costs of organisation or travel that has been
applied for or calculated is less than EURO 750. The highest grant is EURO 50 000 per
application and may cover no more than the amount indicated in the application or two
thirds of the total cost.

The application form may only be submitted by the town organising the exchange.
Applications are to be sent to the European Commission at least three months before the
event is scheduled to take place, as evidenced by the postmark.

Influencing EU decision-making

The municipalities and regions do not of course wish simply to obey Community legislation
passively: It is also important to them to influence the development of Community actions.
Having an impact on new legislative initiatives requires connections with EU institutions.
Special mention should be made here of the regions' and municipalities' own organ, the
Committee of the Regions — the official channel by which regional and local administration
influences the Union's decision-making. The members of the Committee represent local and
regional authorities. The Committee of the Regions has the opportunity to express its
viewpoints of all legislative initiatives that are important for municipalities and regions. It is
also possible, through the Committee, to introduce new ideas for developing Community
legislation.

The Finnish delegation to the Committee of the Regions and the Association of Finnish
Local and Regional Authorities have worked in close cooperation since the time the first
Finnish members were appointed to the Committee of the Regions in 1995. The Association
has appointed a secretariat to the Finnish delegation to the Committee of the Regions.

Representatives of the local and regional levels should have contacts wi