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I am grateful for your invitation to present the Commission’s approach to Better Regulation on this international forum.

The development of the European Union over the last half century has produced a body of Community legislation, the Community “acquis”, and in doing so has often replaced 25 sets of national rules with a European one, thereby offering business legal certainty in cross-border activities and an intra-community level playing field in which to operate.  This stock of legislation has been essential in establishing the single market.  

At the same time, legislation can also entail costs, hamper business, channel resources away from more efficient uses and in some cases act as a constraint to innovation, productivity and growth.  The cost of regulation, notably the cumulative impact of individual pieces of legislation, is of understandable concern to EU enterprises and industries who must work their way through a complex legislative jungle. 

The challenge is to get the balance right so as to ensure that the regulatory environment is necessary, simple and effective.

The Barroso Commission is fully convinced of the urgent need to improve the regulatory environment.  Indeed, its central policy priority is Better Regulation. This is a key element of the Lisbon strategy for growth and jobs: firstly, because streamlining the framework conditions for the European economy by removing unnecessary red-tape is of paramount importance for European citizens and businesses; secondly, because by ensuring that the regulatory process is of the highest quality and that subsidiarity is fully respected, Better Regulation also holds out the prospect of making a crucial contribution to bolstering the legitimacy of the European project.  In other words, Better Regulation also represents one of the Union’s flagships to demonstrate that Brussels is "listening to its citizens".

We of course do not start from scratch.  Elements of the “Better Regulation” agenda had already been developed and implemented for some years now, notably since the Commission launched its first Better Regulation Action Plan in 2002, followed by the framework of its first simplification programme in February 2003.  In this context, considerable work had also been done to improve the accessibility, readability and consistency of the Community acquis: more than 30 policy sectors were screened and more than 30 initiatives with simplification effects for economic operators, citizens and national administrations had been tabled.

But what is clearly new today is the emphasis on using this agenda as a key tool to promote the competitiveness of the European economy.  Simplification is no longer merely an issue of accessibility or legibility of EU legislation, but rather a necessary modification of the regulatory approach to foster competitiveness.  The objectives are to verify the consistency and coherence of the rules applicable to each sector examined, ensuring that any adverse effects on competitiveness are proportionate to the policy aims.

To that purpose, we opted for an integrated approach covering the entire legislative cycle: existing legislation, legislation that is up for adoption and legislation that is still on the drawing board.

Firstly, we have strengthened the competitiveness element of Impact Assessment. Impact Assessment is a powerful tool for the Commission and can, if properly performed, ensure a comprehensive analysis of economic, social and environmental impacts,  providing key insights to support the policy making process.  This process is supported by the Commission’s strict consultation standards, guaranteeing a transparent process with all stakeholders.  Impact assessments are required since January 2005 for all proposals in the priority list of the Commission’s Legislative Working Programme. So far, the Commission has completed over 120 Impact Assessments. The Impact Assessment Guidelines have been recently extended to encompass a methodology for measuring administrative costs (the Commission’s Net Administrative Cost Model - which aims at assessing the costs introduced by legislation minus the cost eliminated by legislation at EU and/or national level).  At the moment, we are just about to launch a comprehensive and independent review of the Commission’s impact assessment system.

Secondly, the screening of pending proposals has now been completed resulting in the withdrawal of 67 proposals which have been published in the Official Journal.  Some were withdrawn as they were found not to be consistent with the Lisbon or the better regulation criteria, such as: to be unlikely to make further progress in the legislative process or to be no longer up to date for objective reasons. Withdrawn proposals included: sales promotion in the Internal Market, labelling of foodstuffs, week-end ban for lorries and a proposal on pack sizes for coffee.

Thirdly, a forum for a dialogue with Member States on the BR agenda was formalised with the setting up of the High Level Group for Better Regulation.  It is composed of high-level national experts appointed by the Commission acting on proposals from the Member States, and open to observers from acceding countries.  The role of this group is to advise the Commission on better regulation issues in general and is intended to provide an interface between the Commission and key governmental authorities at national level in order to assist the Commission in improving the regulatory environment for enterprises, industry, consumers, the social partners and citizens at large. 
Finally, and this is the focus of my speech today, work on modernizing and updating the acquis has been stimulated with the adoption of a new strategy on the simplification of the regulatory environment. 

There is a widespread perception that the existing Community regulatory environment is overly complex, bureaucratic and burdensome.  Economic operators often complain that EU rules represent an obstacle to growth rather that a spur for competitiveness.  And I think that even the most faithful Commission official – as it is my case - has to recognise that such criticisms are - sometimes - not completely unjustified.

No doubt that, lost in the depths of the “Community acquis”, there are some largely obsolete texts which deserve to be pensioned off.  Such texts have of course to be tracked down and then repealed.  However, the bulk of the simplification potential lies elsewhere.

Through force of circumstances, any regulatory activity inevitably develops in a piecemeal fashion.  As a result, texts are not always as consistent and coherent as they ideally should be. Inconsistencies can lead to divergent interpretations amongst Member States and lack of clarity for the operators.  With time, certain areas have transformed into genuine legal labyrinths.  For example, I do not think I betray a secret by saying that the waste sector is a good example of how legislation can pile up over a period of 30 years.  Individually, each of these acts , at the point of time when it was adopted - was no doubt legitimate.  But, taken together, it is doubtful whether this array of legislation represents a consistent, effective and lean regulatory environment conducive to the setting up and efficient running of businesses in Europe.  When such a situation arises, it is the Commission’s duty to consolidate these various rules and replace them by new streamlined ones.  

Similarly, too often Community legislation includes detailed technical specification and standards, which, because to the slowness of the procedure for adapting them to new technically realities, impede – or even sometimes freeze - innovation.  Such detailed prescriptive requirements could probably be avoided by making a wider use of the so-called “new approach” regulatory method.  It is striking that, in some instances, thousands of products are covered by only 25 pieces of legislation, whilst on the other hand a single product can sometimes be subject to countless rules.  In the same vein, probably next year, the Commission will repeal 38 Community Directives by making the corresponding UNECE regulations compulsory, thus allowing industry to adapt faster to technical developments at international level.

In other cases, horizontal rules and principles - such as the principle of mutual recognition and competition rules - might suitably replace the need for detailed provisions.  For instance, precious metals are not regulated at EU level, as the free movement of jewellery can be organised on the basis of the mutual recognition of national legislation, despite their different markings and consumers’ information requirements.  Should the need arise, the Commission can launch infringement procedures to enforce this recognition principle.

Another pragmatic and efficient means of simplification consists in adapting existing legislation to allow paper flows and red tape to be replaced by modern IT-based information exchange tools.  Secure integrated e-government can help reduce administrative burden by accelerating procedures, trimming paper flows, reducing the risk of error and therefore contribute in a more uniform application of the law. The simplification potential of IT can, and must, be exploited more thoroughly.

The new strategy develops the above methodologies for modernizing the Community acquis.  The most visible component is however the series of commitments that it contains: a rolling programme of over 220 legislative instruments to be reviewed and simplified in the next three years.  

This list of candidate sectors for simplification is truly anchored on stakeholder’s practical experience.  It is based on the findings of an intensive consultation process which involved Member States, business and EU citizens themselves.  That of course doesn’t mean that all suggestions have been taken on-board.  If we had done so, probably 95% of all Community environmental legislation would have been scrapped, given the rather obsessive focus of business on this specific policy area.  The merits of each simplification suggestion have been thoroughly analysed by the Commission experts, and unrealistic or imbalanced suggestions have been discarded.

This gives me the opportunity to clarify widespread misperceptions regarding the regulatory role of "Brussels".

Firstly, to think that EU rules necessarily translate to costs and barriers for business is wrong.  As I already pointed out, the establishment of the Internal Market removed internal trade barriers, stimulated competition and enabled market operators to achieve substantial economies of scale.  These favourable conditions have concomitant benefits for consumers in terms of wider choice, lower prices and greater price transparency (especially within the Euro zone). 

Secondly, Better Regulation must not be thought of as deregulation. Our social and environmental standards are not up for negotiation. The Commission’s competitiveness policy will never override other important policy objectives enshrined in EU legislation.  Furthermore, in sectors such as food security for instance, the administrative burden imposed on business is clearly much more than a matter of costs.  Indeed, we should acknowledge that Community harmonised requirements can bring substantial benefits for small business actors, as fixed limits for safe food or established lists of approved substances relieve them from carrying out expensive safety evaluations.  The Commission, therefore targets for revision legislation which has been shown to be disproportionately burdensome and complex for EU citizens and businesses in relation to the public interests it aims to safeguard.  Only where public interests can be equally well served by simpler, lighter, more proportionate means, will legislation be modified or repealed.  Better regulation is a top priority of the Commission, not de-regulation.

Let me illustrate our rolling programme with a concrete example in the area of trade facilitation: in the context of the Electronic Customs Initiative, the modernized Customs Code will create the legal basis for electronic data exchange between all stakeholders involved in customs operations (traders, Member States’ customs administrations, border agencies such as police or veterinary authorities).  International trade will be facilitated by streamlined and simplified customs procedures and rules, automated and interlinked customs systems, and the close cooperation of all authorities and agencies involved in the movement of goods across Community borders.

Delivery by the Commission is however only half the story if these efforts are to succeed.  We can only realize our common objective to promote a better regulatory environment for our businesses and citizens if all Institutions and the Member States wholeheartedly support the strategy and assume full responsibility for their share of the effort.  Indeed, whilst the Commission exercises its right of initiative to design proposals for Better Regulation, the decision making, and hence the responsibility to deliver, lies with the European Parliament and the Member States.  It is thus essential that the simplification contents of the Commission proposals is preserved - or reinforced - throughout the Community decision-making process.

Let me again stress that the credibility of our actions to simplify the Community rulebook depends on delivery and tangible results, not on policy statements or declarations of intent.  Achieving results in the area of Better Regulation evidently requires a good deal of political determination to overcome the forces of inertia from the administration side, and conservatism or wariness from the business side.  Indeed, business often prefers suboptimal legislation to regulatory risk.  Moreover, certain vested interest sometimes live quite comfortably behind the nice barrier to entry that poor legislation provides them, and are thus not necessary very keen to see these rules improved.

Ladies and Gentlemen, I would like to end my intervention by making a final point: reforming the way in which we regulate in Europe is not a one-off event; it is a process that can only succeed if we all have the stamina and energy to pursue it over a number of years.  By the end of the year, the Commission will take stock of the progress made in the implementation of its simplification strategy and will update its rolling programme by adding a new package of legislation to the list of rules to streamline and simplify.  

Thank you very much for your attention.
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