
Information or 
Abstention: State Aids 
after 1992 

The argument between the Commission 
and the UK Government over the future 
of section 8 of the Industrial 
Development Act 1982 throws into relief 
the whole problem of state aids in the 
internal market. The Commission wants 
the section repealed; the UK 
Government wants merely to have to 
inform the Commission before using it; 
and to bow to the Commission's 
judgment on whether the aid was 
justified. 

The Commission's attention was 
focussed on the section by the payment 
ro British Aerospace of "sweereners" to 
encourage it to take over the Rover 
group. However, the Commission had 
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"Cautious Optimism" on 
EEA Negotiations 

According to EFTA News No 3 ,  2 April 
1991, the two chairmen of the joint 
High-Level Negotiating Group, 
Ambassador Manfred Scheich of Austria 
for EFTA and Director-General Horst 
Krenzler for the EC Commission, 
expressed "cautious optimism" 
following the ninth meeting of the 
HLNG in Brussels on 2 1 and 22 March. 

Both chairmen said they were 
convinced that the negotiations could be 
completed on schedule, in time for an 
initialling ceremony to take place in 
Salzburg towards the end of June. 

The meeting, which brought to a 
close the ninth round of negotiations on 
a European Economic Area, saw 
progress in a number of fields including 
the following, which concern the free 
movement of goods: intellectual 
property, trade marks, veterinary and 
phytosanitary controls, and state aid as 
well as in areas where the EFTA 
countries would like to maintain their 
higher standards for reasons of health, 
safety or environmental protection. 

In the area of services and capital 
movements, the two chairmen 
underlined that a solution was at hand as 
far as a policy towards third countries in 
financial services was concerned. The 
EC would inform and consult the EFTA 

decided even before then that the 
provision would have to go. 

State aids in the automotive sector are 
the subject of a Community framework 
introduced at the beginning of 1989. 
Since then, declining demand for new 
cars in the Community has raised the 
spectre of overcapacity and precipitated 
a review by the Commission. The 
framework plays a central r61e in the 
creation of a single Community motor 
vehicle market. 

The danger for the industry is that the 
Commission will be inclined to pursue 
the goals of competition and lose sight of 
the Community industry's 
competitiveness. The block exemption 
for motor vehicle distribution 
agreements (Regulation EEC 123/853, 
with its unjustified pre-occupation with 
price differentials, has made this 
mistake already. The only beneficiaries 
from the consumer-oriented approach 

countries before granting banking 
licences to third countries, with a view 
to arriving at a common EFTA-EC 
policy towards those countries. Banking 
licences granted on a reciprocal basis by 
the EC would thus become valid 
throughout the EEA unless an EFTA 
country asked for a specific solution, in 
which case it would conduct its own 
negotiations with the third country 
involved. Agreement was also reached 
on treaty safeguards for capital 
movements. 

In the area covered by Negotiating 
Group 111, both Switzerland and 
Liechtenstein signalled reduced 
transition periods required for putting 
the full acquis for the free movement of 
persons into effect, which the EC 
seemed to receive positively. 

As for areas included under the 
heading of flanking and horizontal 
policies, agreement was reached on the 
"global" participation of the EFTA 
countries in research and development 
programmes that are part of the EC's 
Third Framework Programme. 
Agreement was also reached on a full 
scope of EFTA co-operation in the field 
of education although disagreement 
remains as to when this can take effect. 

Nonetheless, a number of important 
problems remain. Ambassador Scheich 
mentioned the fish issue, which he said 
was crucial to the overall balance of the 
agreement, and expressed serious 

the Commission has previously taken to 
the industry have been competitors from 
the Far East. The Commission is now 
engaged in dismantling the protective 
voluntary restraints erected by the 
motor industry against principally 
Japanese manufacturers. Too restrictive 
a policy on state aids could be the last 
nail in the coffin. 

The consumer undoubtedly desires 
cheap cars, and these are most likely to 
be produced when competition is 
allowed free rein. But the consumer is 
also entitled to expect that the goal of 
employment in the Community will also 
have some importance attached to it, 
and the preservation of manufacturing 
industry in Europe will be secured even 
at the expense of a certain amount of 
competition. 
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reservations about the EC's idea of an 
EFTA fund for the benefit of less 
developed regions in the Community. 
Ambassador Scheich said that no final 
decision could be taken about the fund 
without taking agriculture and fish into 
account, as these three issues are closely 
related. 

Other difficult areas include the 
simplification of origin rules and 
institutional questions related to policies 
towards third countries for the free 
movement of goods. 

There has, however, been a 
convergence of views on three major 
issues: competition, safeguards, and 
transition periods. The EFTA side 
confirmed that a possible EFTA 
structure in competition would have 
equal competence with and similar 
functions to the EC Commission in this 
field. 

The insistence of the EC on an EFTA 
court for competition and state aid cases 
could, however, prove to be a difficult 
point in the negotiations. The EFTA 
side considers that without a satisfactory 
solution to the question of an EEA court 
with comprehensive and exclusive 
competence in EEA matters, the 
political acceptability of the treaty may 
be endangered. 
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