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BACKGROUND NOTE


I. A new phase of the Commission’s programme for the simplification of the 

regulatory environment

i. The development of the European Union over the last half century has produced a large body of Community legislation, the Community “acquis”, which has often replaced 25 sets of rules with one and thereby offered business a more certain legal environment and a level playing field in which to operate.  This stock of legislation has been essential, for example, in establishing the single market, developing EU environmental policy and in setting EU wide levels for the protection of workers and consumers.

ii. 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.  Due to their size, small and medium enterprises suffer disproportionately from red-tape and unnecessary administrative burden as they have more limited resources and expertise to tackle often complex rules and regulations.

iii. Simplification of legislation is essential for improving competitiveness and conditions for more growth and jobs.  The challenge is to get the balance right so as to ensure that the regulatory environment is necessary, simple and effective.

iv. In October 2005 the Commission adopted a Communication on a strategy for the simplification , which for streamlining and modernizing the Community acquis, and contains a series of commitments of which the most ambitious is a rolling programme listing 220 basic legislative acts to be reviewed over the next three years.  This list of candidate sectors for simplification is truly anchored in stakeholder’s practical experience.  It is based on the findings of an intensive consultation process which involved Member States, business stakeholders and EU citizens themselves.  

v. Concretely, the Strategy builds on the following simplification techniques:

a)

Repeal of EU legislation to remove from the statute-book those legal acts which are unnecessary, irrelevant or obsolete.

Example:

Knots in wood: Repeal of the directive to classify wood which defines the quality, the size of the knots and the diameter of wood in the rough.  

b)

Codification to both reduce the reduction in volume of EU legislation, and at the same time, provide more readable and legally secure texts, thus facilitating transparency and enforcement. 

Example:

Cosmetics: Council Directive 76/768/EEC relating to cosmetic products and 7 subsequent amendments as well as 37 adaptations to technical progress directives will be codified and simplified in one new directive.
c)

Recasting to simultaneously amend and codify a legal act. Priority is given to the merging of legal acts to maximise synergies, minimise overlaps and redundancies, and increase the clarity and consistency of EU rules.

Example:

Occupational health:  Safety and health of workers at work is governed by 20 directives. The revision of these texts will harmonise the periodicity of reporting and possibly replace the several reports with a single one covering all aspects.
d)

Co-regulation to address certain policy objectives more cost-efficiently and more expediently than the classical legislative tools 
Example:

CE marking:  for many industrial and consumer products, the “CE” marking attests that a product has been certified and can be marketed in the EU. The corresponding EU approach to technical harmonisation limits the content of EU legislation to the essential requirements. What has been achieved in safety-sensitive areas such as medical devices or machinery could no doubt be extended to – or further developed in - other domains such as cosmetics, noise emissions by machines, or health and safety at work.
e)

 Reinforcement of the use of information technology to enable the EU legal and operational framework to better tap their simplification potential by supporting simplified and paperless procedures.  Secure integrated e-government can help reduce administrative burden by accelerating procedures, trimming paper flows, making the law apply more uniformly and reducing the risk of error.

Example:

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.
vi. The Communication also highlighted a number of actions which can help to modernise and simplify the Community regulatory environment if additional action is taken: 

· to help prevent obsolescence of texts, the Commission has indicated its intention to introduce in its legislative proposals either a review clause or - whenever there is no risk for adverse effect on legal continuity - a sunset clause.  The Legal Service has finalized standard clauses in this regard. 

· to pursue the evaluation of the acquis beyond the current simplification programme, the Commission will identify the need for simplification from a sectoral perspective. Such an approach will make it possible to assess the overall effectiveness of the legislative framework for the sector concerned and the room for further simplification. This implies that for each sector considered, both general and sector specific legislation will be screened for its impact. It will include an analysis of the benefits and the costs, administrative and others, of the legislation in question. In line with the orientations in its 2005 communication on “a policy framework to strengthen EU manufacturing – towards a more integrated approach for industrial policy”, the Commission will gradually apply this approach to other industry sectors, such as pharmaceuticals, mechanical engineering, information and communication technologies and energy-intensive sectors.

Example

The CARS 21 High Level Group examined the major policy areas which impact the competitiveness of the European automotive industry and has agreed on a number of recommendations which aim to enhance the industry’s global competitiveness and employment while sustaining further progress in safety and environmental performance at a price affordable to the consumer.  The group recommended replacing 38 EC directives by international rules and introducing self- or virtual testing for 25 directives.  One directive is recommended for repeal.  The group also proposed a set of better regulation principles which should apply to the regulatory process in the automotive sector.  The simplification programme integrates several of these recommendations in actions foreseen for 2007.

II. State of implementation of the simplification strategy and challenges 

vii. On 2005, with the adoption of 15 simplification initiatives, the Commission delivered on the simplification rolling programme according to schedule.  For this year, 54 simplification initiatives are listed in the Rolling Programme.  Despite certain obstacles and some timetable slippages, the implementation of the rolling programme is by and large under control.

viii. Delivery by the Commission is only half the story if these efforts are to succeed.  It is the responsibility of Council and Parliament to carry this simplification work forward to the final stages.  In total, 18 simplification proposals (including not less than 8 initiatives tabled under the 2003 simplification programme) are currently pending before the Council and the European Parliament. 

The list of ‘pending’ simplification proposals includes texts of major importance for businesses such as the review of the 6th VAT Directive, the modernization of the Customs Code, the revision of the waste legislative framework, the simplification of the type approval of motor vehicles, the streamlining of the structural business statistics, the repeal of the pre-packaging requirements, and of course REACH.

ix. There is an urgent need for better cooperation and common ownership of the Better Regulation initiatives by all the Institutions as well as the Member States. Simplification proposals should be given a much higher priority by the co-legislators, in line with their commitments under the ‘2003 Inter-Institutional Agreement on Better Lawmaking’. 

x. If the strategy is to deliver meaningful regulatory simplifications, it is furthermore essential that the simplification contents of the Commission proposals is preserved - or reinforced - throughout the Community decision-making process.  

The recent adoption of the new Waste Shipment regime – an initiative belonging to the 2003 simplification programme, provides a good example of a Regulation where the simplification potential of the Commission initial proposal to open up the Internal Market has not been fully exploited.  The same holds true for the currently pending pre-packaging Proposal, whose simplification dimension risks being considerably weakened by the co-legislator.

xi. The on-line consultation, which fuelled the preparatory work to the strategy by anchoring it in stakeholder’s practical experience, showed a good deal of public reaction, and notably SMEs entrepreneurs, related to red tape in national or local rules, rather than EU legislation.  Indeed, the regulatory environment for companies consists mainly of national rules. The examination of national implementing provision transposing Community Directives provides abundant examples of technical requirements, labelling obligations, authorisation procedures and other administrative requirements that are added on top of Community legislation by national regulators (‘goldplating’).  Thus, the regulatory environment for EU companies can only be improved if the initiatives taken at EU level are matched by equally ambitious programmes in the Member States.  

xii. The examination of the National Reform Programmes under the Lisbon Agenda shows that an increasing number of Member States have indicated their willingness to sign up to the Better Regulation agenda with concrete commitments and in certain cases quantifiable targets.  In particular, several Member States have announced ambitious plans to significantly reduce the so-called administrative burdens
, a category of costs which often fall disproportionately on small and medium sized enterprises.

III.   
Next Steps 

xiii. Simplifying the Regulatory environment is not a ‘one shot’ exercise, but rather a continuous and systemic challenge.  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.  

xiv. Whilst certain (preliminary) findings of ongoing sectoral studies are expected to feed into the development of this updated rolling programme, it is obvious that the involvement of business stakeholders will again be crucial in helping the Commission to identify priority candidate legislation for simplification. 






� 	Costs incurred by enterprises, public authorities and citizens in meeting legal obligations to provide information on their action or production.  These inter alia include costs of labelling, reporting, monitoring and assessment needed to provide the information and registration.
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