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I — Madrid Europeéin Council.

Madrid, 15 and 16 December

L1. Chaired by Mr Gonzilez, President of the
European Council and Prime Minister of Spain,
the summit of Heads of State or Government of
the Member States took place in Madrid in the
presence of Mr Santer, Mr Van den Broek and
Mr de Silguy, for the Commission. It was pre-
ceded by an exchange of views with Mr Hénsch,
President of Parliament, and followed by a
meeting with the Heads of State or Government
and Foreign Ministers of the associated coun-
tries of Central and Eastern Europe, including
the Baltic States, and Cyprus and Malta.

Conclusions of the
Presidency

PART A

Introduction

1.2. The European Council, meeting in Madrid on 15
and 16 December 1995, took decisions on employ-
ment, the single currency, the Intergovernmental
Conference and enlargement to bring in countries of
Central and Eastern Europe and the Mediterranean.

The European Council considers that job creation is
the principal social, economic and political objective
of the European Union and its Member States, and
declares its firm resolve to continue to make every
effort to reduce unemployment. -

The European Council adopted the scenario for the
changeover to the single currency, confirming une-
quivocally that stage three of economic and monetary
union will commence on 1 January 1999.

The European Council decided to name the currency,
to be used from 1 January 1999, the ‘Euro’.

The Furopean Council continued its deliberation on

the future of Europe, which was launched in Essen
and continued in Cannes and Formentor.
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In this connection, having welcomed the Reflection
Group’s report, the European Council decided to
launch the Intergovernmental Conference on
29 March 1996 in order to establish the political and
institutional conditions for adapting the European
Union to present and future needs, particularly with a
view to the next enlargement.

It is essential that the Conference achieve results suffi-
cient to enable the Union to bring added value to all
its citizens and to shoulder its responsibilities ade-
quately, both internally and externally.

The European Council notes with satisfaction some
significant achievements in the area of external rela-
tions which have occurred since its last meeting and in
which the European Union has played a decisive role:

I the signing in Paris of the Dayton Agreement,
which puts an end to the terrible war in former Yugo-
slavia and builds on considerable European efforts
over the preceding months in military, humanitarian
and negotiating terms; the European Council recog-
nizes the decisive contribution made by the United
States at a crucial moment;

O the new transatlantic agenda and the joint EU-US
action plan signed at the Madrid summit on 3 Decem-
ber 1995, which are major joint commitments with the
United States to revitalize and strengthen our associ-
ation;

O the signing in Madrid of the interregional frame-
work agreement between the European Union and
Mercosur, the first agreement of this type to be con-
cluded by the European Union;

O the Barcelona Declaration, launching a new, com-
prehensive Euro-Mediterrancan association which will
promote peace, stability and prosperity throughout the
Mediterranean through a permanent process of dia-
logue and cooperation;

O the signing in Mauritius of the revised Lomé IV
Convention by the European Union and the ACP
States, which will consolidate the association between
the two sides;

O the European Parliament’s assent to the customs
union between the European Union and Turkey,
which opens the way for the consolidation and streng-
thening of a political, economic and security relation-
ship crucial to the stability of that region.

The European Council began its proceedings by
exchanging ideas with Mr Klaus Hénsch, President of
the European Parliament, on the main subjects for dis-
cussion at this meeting.
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Finally, a meeting took place today between the
Heads of State or Government and the Ministers for
Foreign Affairs of the associated countries of Central
and Eastern Europe, including the Baltic States
(CCEB), as well as Cyprus and Malta. There was a
broad exchange of views on these conclusions, mat-
ters concerning the pre-accession strategy and various
issues relating to international policies.

I — The economic revitalization of
Europe in a socially integrated
framework

A. Economic and monetary union

References: Commission Green Paper on the
practical arrangements for the ‘introduction of the
single currency: COM(95) 333; Bull. 5-1995,
point 1.3.7

Conclusions of the Cannes European Council:
Bull. 6-1995, point L.11

Statement by Mr de Silguy on behalf of the
Commission on the European Monetary Insti-
tute’s report on the scenario for the introduction
of the single currency: Buil. 1121995, point 1.3.6

I. The scenario for the changeover to the
single currency

L.3. 1. The European Council confirms that 1 January
1999 will be the starting date for stage three of econo-
mic and monetary union, in accordance with the con-
vergence criteria, timetable, protocols and procedures
laid down in the Treaty.

The European Council confirms that a high degree of
economic convergence is a precondition for the Treaty
objective to create a stable single currency.

2. The name of the new currency is an important ele-
ment in the preparation of the transition to the single
currency, since it partly determines the public accept-
ability of economic and monetary union. The Euro-
pean Council considers that the name of the single
currency must be the same in all the official languages
of the European Union, taking into account the exist-
ence of different alphabets; it must be simple and
symbolize Europe.

The European Council therefore decides that, as of the
start of stage three, the name given to the European
currency shall be Euro. This name is meant as a full
name, not as a prefix to be attached to the national
currency names.

The specific name Euro will be used instead of the
generic term ‘ecu’ used by the Treaty to refer to the
European currency unit.

The Governments of the 15 Member States have
achieved the common agreement that this decision is
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the agreed and definitive interpretation of the relevant
Treaty provisions.

3. As a decisive step in the clarification of the process
of introduction of the single currency, the European
Council adopts the changeover scenario attached in
Annex 1, which is based on the scenario elaborated at
its request by the Council, in consultation with the
Commission and the European Monetary Institute. It
notes with satisfaction that the scenario is fully com-
patible with the EMI report on the changeover.

4. The scenario provides for transparency and accept-
ability, strengthens credibility and underlines the irre-
versibility of the process. It is technically feasible and
aims to provide for the necessary legal certainty, to
minimize adjustment costs and to avoid competitive
distortions. Under the scenario, the Council, in the
composition of Heads of State or Government, will
confirm as early as possible in 1998 which Member
States fulfil the necessary conditions for the adoption
of the single currency. The European Central Bank
(ECB) will have to be created early enough so as to
allow preparations to be completed and full operation
to start on 1 January 1999.

5. Stage three will begin on 1 January 1999 with the
irrevocable fixing of conversion rates among the cur-
rencies of participating countries and against the Euro.
From that date, monetary policy and the foreign ex-
change rate policy will be conducted in Euro, the use
of the Buro will be encouraged in foreign exchange
markets and new tradeable public debt will be issued
in Euro by the participating Member States.

6. A Council Regulation, whose technical preparatory
work shall be completed at the latest by the end of
1996, will enter into force on 1 January 1999 and pro-
vide the legal framework for the use of the Euro,
which, from this date, will become a currency in its
own right, and the official ecu basket will cease to ex-
ist. This Regulation will establish, as long as different
monetary units still exist, a legally enforceable equiv-
alence between the Euro and the national units. The
substitution of the Euro for national currencies should
not of itself alter the continuity of contracts, unless
otherwise provided in the contract. In the case of con-
tracts denominated by reference to the official ecu
basket of the European Community, in accordance
with the Treaty, substitution by the Euro will be at the
rate of one to one, unless otherwise provided in the
contract.

7. By 1 January 2002 at the latest, Euro banknotes and
coins will start to circulate alongside national notes
and coins. At most six months later, the national cur-
rencies will have been completely replaced by the
Euro in all participating Member States and the
changeover will be complete. Thereafter, national
banknotes and coins may still be exchanged at the
national central banks.

8. The European Council calls on the Ecofin Council
to speed up all the additional technical work necessary
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to implement the changeover scenario adopted today.
The labelling of Euro banknotes and coins in the dif-
ferent alphabets of the Union will also be defined.

I1. Further preparation of stage three of
EMU

Durable economic convergence

I4. Budgetary discipline is of crucial significance
both for the success of the economic and monetary
union and for the acceptance of the single currency by
the public. It is therefore necessary to ensure that, af-
ter moving to stage three, public finances are kept on
a sound track in line with Treaty obligations.

The European Council notes with interest the Com-
mission’s intention to present in 1996 its conclusions
on ways to ensure budgetary discipline and coor-
dination in the monetary union in accordance with the
procedures and principles of the Treaty.

The relationship between Member States
participating in the Euro area and
non-participating Member States

1.5. The future relationships between Member States
participating in the Euro area and non-participating
Member States will have to be defined prior to the
move to stage three.

The European Council requests that the Ecofin Coun-
cil together with, in their respective fields of compe-
tence, the Commission and the EMI study the range of
issues raised by the fact that some countries may not
initially participate in the Euro area. The study shonld
in particular, but not exclusively, cover those issues
related to monetary instability.

Work ahead

6. The Buropean Council requests the Ecofin Coun-
cil to report on the two foregoing questions as soon as
possible,

Work on both questions should respect the Treaty
requirement that Member States entering the Euro
area after 1999 should be able to do so on the same
terms and conditions as those applied in 1998 to the
initial participating Member States.

B. Broad economic policy guidelines

Reference: Council recommendation 95/326/EC
on the broad guidelines of the economic policies
of the Member States and the Community: OJ
L 191, 12.8.1995; Bull. 7/8-1995, point 1.3.6

L.7. The European Council reiterates the need to main-
tain a high degree of convergence between Member
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States’ economies on a durable basis, in order both to
create stable conditions for changing over to the single
currency and to secure smooth functioning of the
internal market. In that connection, it approved the
Council report on the implementation of the broad
economic policy guidelines adopted in July 1995.

C. Employment

References:

Conclusions of the Essen European Council:
Bull. 12-1994, point 1.3

Conclusions of the Cannes European Council:
Bull. 6-1995, points 1.4 to 1.10

Comrmission report on employment in Europe
(1995): COM(95) 396; Bull. 7/8-1995, point
1.3.177

Commission communication on trends and de-
velopments in employment systems in the Euro-
pean Union: COM(95) 465; Bull. 10-1995, point
1.3.211

Parliament resolution on the Commission’s
annual report on employment: OJ C 339,
18.12.1995; Bull. 11-1995, point 1.3.183

Joint Council and Commission report to the
Furopean Council on employment: point 1.3.198
of this Bulletin

Agreement between the social partners on rec-
onciling work and family life: point 1.3.203 of
this Bulletin

1.8. 1. The European Council reaffirms that the fight
against unemployment and for equal opportunities is
the priority task of the Community and its Member
States.

The medium-term strategy outlined in Essen and con-
firmed at Cannes provides the appropriate framework
for developing the measures agreed. These measures
have already begun to apply in the Member States
with generally positive results, thanks mainly to an
appropriate combination of structural measures and
policies favouring sustained economic growth.

The European Council welcomes the Commission’s
interim report and assessment of the mutually bene-
ficial effects of greater coordination of the Union’s
economic and structural policies. It requests the Com-
mission to submit its final report at the European
Council meeting in December 1996.

2. The European Council is pleased with the way in
which the procedure for monitoring employment pro-
vided for in Essen, based on a strategy of cooperation
between all those involved in this common endeavour,
has been formulated and put into practice for the first
time:

O the Member States have translated the Essen rec-
ommendations into multiannual employment pro-
grammes incorporating innovative measures which
have already started to bear fruit and which are the ap-
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propriate instrument for transposing the recommenda-
tions to be adopted by the Council in the socio-
economic area;

O the job-creation strategy in the European Union
will receive a new impetus with the approval by the
European Council of the joint report submitted by the
Council (Ecofin and Labour and Social Affairs) and
the Commission (Annex 2); for the first time a con-
vergence of views has been achieved on the approach
to be followed to ensure that the current economic
recovery is accompanied by a more thoroughgoing
improvement in the employment situation.

The approval of that report fulfils the Essen instruc-
tions on monitoring employment and consolidates the
employment policies agreed at previous European
Council meetings. With the cooperation of all parties
involved, new steps are being taken not only towards
identifying the obstacles in the way of reducing unem-
ployment but above all in connection with the macro-
economic and structural aspects which substantially
favour the creation of new jobs.

O It welcomes the fact that, in their Declaration from
the social dialogue summit in Florence, the social
partners at European level arrived at a common crite-
rion for measures to promote employment; similarly,
it is pleased to note the broad degree of convergence
between this agreement by the social partners and the
criteria in the single report;

0 within this same line of involvement of the various
players and institutions operating within the European
Union, the European Council has examined with great
interest the European Parliament resolution on em-
ployment, observing here too the broad convergence
between that resolution and the single report.

3. On the basis of the recommendations in the single
report, the European Council urges Member States to
regard as priorities the following spheres of action in
their multiannual employment programmes:

O stepping up training programmes, especially for the
unemployed;

O rendering business strategies more flexible in areas
such as the organization of work and of working time;

O ensuring a pattern of non-wage labour costs appro-
priate to unemployment-reducing objectives;

O continuing the current wage restraint by linking it
to productivity, as an essential element in promoting
intensive use of manpower;

O obtaining the maximum level of efficiency in social
protection systems so that, while maintaining where
possible the level attained, they never act as a disin-
centive to seeking work;

O pressing for greater conversion of passive policies
to protect the unemployed into active job-creation
measures;

O substantially improving the machinery for informa-

tion between those providing and those seeking em-
ployment;
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O promoting local employment initiatives.

The above measures will be applied with particular
emphasis on those categories requiring special atten-
tion, such as young people seeking their first job, the
long-term unemployed and unemployed women.

As regards measures on wage restraint, it recalls that
such action falls within the social partners’ own
sphere. The development of social security contribu-
tions ‘points to the need to act within a margin for ma-
noeuvre which will preserve the financial stability of
social protection systems.

The degree of application of the multiannual employ-
ment programmes and the recommendations adopted
in Madrid will have to be reviewed at the European
Council meeting in December 1996, with the aim of
reinforcing the employment strategy and adopting fur-
ther recommendations.

4. The European Council reiterates the need to ensure
economic growth which generates more employment
and urges Member States to persevere with policies in
line with the broad economic policy guidelines, back-
ing them up with the structural reforms already initi-
ated or awaiting application, with the aim of eliminat-
ing existing rigidities and achieving better operation
of labour markets in the goods and service sectors.

Maximum advantage must be taken of the opportunity
offered by the current phase of economic expansion to
achieve additional progress in the structural reforms
required.

5. The European Council emphasizes lastly the impor-
tant job-creation role played by internal policies, espe-
cially the internal market, environment policy, SMEs
and the trans-European networks.

6. Members of the European Council that participate
in the Agreement annexed to the Social Protocol to
the Treaty note with satisfaction that for the first time
an agreement has been reached with the social part-
ners in the framework of that Agreement, in connec-
tion with the draft Directive on combining working
and family life (parental leave). They hope this agree-
ment will open the way for subsequent agreements in
other important social and employment areas.

7. Lastly, in order to ensure the continued success of
this strategy, it requests the Council (Ecofin and
Labour and Social Affairs) and the Commission to
monitor the application of those programmes contin-
uously and to submit a further joint annual report for
its meeting in December 1996. So as to facilitate prac-
tical application of the employment monitoring proce-
dure decided on in Essen, it is necessary to establish
as soon as possible the mechanisms envisaged in the
joint report (stable structure and common indicators).
The European Council reaffirms its determination to
continue to give the objective of job creation maxi-
mum priority in the European Union in the years to
come.
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D. Other policies

Internal market

References:

Conclusions of the Essen European Council:
Bull. 12-1994, points 1.6, 1.35 and 1.36

Conclusions of the Cannes European Council:
Bull. 6-1995, points 1.7 and L.10

Commission progress report on the trans-Euro-
pean networks: COM(95) 571; Bull. 11-1995,
point 1.3.102

Commission report to the European Council
The single market in 1995: point 1.3.10 of this
Bulletin

Parliament and Council Decision establishing a
procedure for the exchange of information on
national measures derogating from the principle
of the free movement of goods within the Com-
munity: point 1.3.11 of this Bulletin

Second report of the Competitiveness Advi-
sory Group: point 1.3.1 of this Bulletin

1.9. The European Council takes note of the Commiis-
sion report on the internal market and welcomes the
agreements reached on a significant number of pro-
posals and the adoption of a new procedure for noti-
fying national measures which could hinder the free
movement of goods, thus ensuring effective applica-
tion of the principle of mutual recognition.

The European Council took note of the Ciampi report
on competitiveness and instructed the Council to ex-
amine it.

The internal market must benefit its citizens and inte-
grate them to the full, through the application of the
Treaty provisions on freedom of movement, better
protection for consumers, an improvement in the
social dimension and the development of mechanisms
to inform citizens of the advantages they can obtain
from the internal market and to gain a better under-
standing of their needs.

The European Council stresses the importance of
completing the establishment of the internal market by
introducing greater competition in many sectors in
order to improve competitiveness with a view to job
creation. In this connection, the European Council
reaffirms its 1995 Cannes conclusions regarding the
need to make that objective compatible with the per-
formance of tasks of general economic interest specif-
ic to the public services. In particular, it is necessary
to ensure equal treatment for citizens, uphold require-
ments as to quality and continuity of services, and
contribute to balanced regional development.

The European Council confirms that trans-European
networks can make an essential contribution to com-
petitiveness, job creation and the cohesion of the
Union. It takes note with satisfaction of the Commis-
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sion report and of progress recently achieved in this
area. It calls upon the Council and the Parliament to
complete the legislative framework rapidly and upon
Member States to give top priority fo the effective
implementation of projects and, in particular, those
identified by the Buropean Council as being of special
importance. The European Council requests the Eco-
fin Council to adopt, on a proposal from the Commis-
sion, the necessary decisions to complement the finan-
cial resources currently available for the trans-
European networks.

Small and medium-sized businesses

Reference: Commission report to the Council
and the Buropean Council on the role of SMEs as
a dynamic source of employment, growth and
competitiveness in the European Union: Bull.
11-1995, point 1.3.66

1.10. The European Council took note of the Commis-
sion report on the role played by SMEs as a source of
jobs, growth and competitiveness, which points in
particular to the need to:

O simplify administrative formalities;

0 ensure better access to information, training and
research;

O remove obstacles affecting SMEs within the inter-
nal market and promote their intérnationalization;

0 improve the financial environment for them by
means of better access to capital markets and encour-
age development of the European Investment Fund
function with regard to SMEs.

The European Council urges the Commission to put
these aims into practice as swiftly as possible in ‘the
framework of the next integrated programme for
SMEs.

Environment

References:

Third conference of the parties to the Basle
Convention: Bull. 9-1995, point 1.3.87

Third Pan-European Conference of Environ-
ment Ministers: Buil. 10-1995, point 1.3.165

Second conference of the parties to the Con-
vention on Biological Diversity: Bull. 11-1995,
point 1.3.148

Seventh conference of the contracting parties
to the Montreal Protocol: point 1.3.147 of this
Bulletin

Council conclusions on a European Commu-
nity water policy: point 1.3.135 of this Bulletin

1.11. The European Council welcomes the clear and
decisive role the Union has been playing internation-
ally in defence of the environment, especially in the
control of transboundary movements of hazardous
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wastes and their disposal (Basle Convention), biolog-
ical diversity, substances that deplete the ozone layer
(Montreal Protocol) and other subjects dealt with at
the Third Pan-European Conference of Environment
Ministers.

The European Council notes with satisfaction the
important agreements reached in the context of that
policy and the debate on a new integrated approach
centring not only on the quality of water but also on
its scarcity as a limited economic and environmental
resource.

Agriculture

References:

Council Regulation on the common organiza-
tion of the market in rice: point 1.3.154 of this
Bulletin

Proposals for Council Regulations on the com-
mon organization of the markets in fresh and
processed fruit and vegetables: point 1.3.157 of
this Bulletin

1.12. The European Council welcomes the progress of
work on the reforms of the common market orga-
nizations (CMOs). It urges the Council to ensure that
the common organization of the market in rice is
adopted before the end of the year and the common
organization of the market in wine as soon as pos-
sible. It asks the European Parliament to deliver its
Opinion on the proposed reform of the common orga-
nization of the market in fruit and vegetables with a
view to its adoption at the earliest opportunity.

Fisheries

Reference: Conclusions of the Essen European
Council: Bull. 12-1994, point 1.9

1.13. The European Council notes that Council pro-
ceedings have resulted in full compliance with the
instructions given by the European Council at Essen,
leading to full integration of Spain and Portugal into
the common fisheries policy.

II — A citizen-friendly Europe

A. Subsidiarity

References:

Conclusions of the Birmingham FEuropean
Council: Bull. 10-1992, point 1.8

Conclusions of the Edinburgh European Coun-
cil: Bull. 12-1992, points 1.4 and L15 to 1.23

Conclusions of the Brussels European Council:
Bull. 12-1993, point 1.14

14

Commission report to the European Council on
the application of the subsidiarity and proportion-
ality principles, on simplification and on consoli-
dation (Better law-making): Bull. 11-1995, point
192

1.14. The European Council held an exchange of
views on the application of the principle of subsidi-
arity as set out in the Treaty. It confirmed the guide-
lines established at its meetings in Birmingham and
Edinburgh, which should inform Union action.

The European Council took note of the second annual
report from the Commission on the application of the
subsidiarity and proportionality principles, and is
pleased that the 1993 programme on the adaptation of
existing legislation to the principle of subsidiarity is
practically finalized.

It requested the Commission to report to the European
Council at its meeting in Florence on the application
of the principles of subsidiarity and proportionality to
current EC legislation and to proposals under consid-
eration.

B. Policies close to the citizen

References:

Commission report on the state of health in the
European Union: COM(95) 357; Bull. 7/8-1995,
point 1.3.193

World Conference on Women (Beijing): Bull.
9-1995, point 1.3.122

Proposal for a Directive amending Directive
89/552/EEC on the coordination of certain provi-
sions laid down by law, regulation or adminis-
trative action in the Member States concerning
the pursuit of television broadcasting activities:
0OJ C 185, 19.7.1995; COM(95) 86; Bull. 5-1995,
point 1.3.139; Bull. 9-1995, point 1.3.138

Proposal for a Parliament and Council Deci-
sion establishing a Community action programme
in the field of cultural heritage (Raphael): COM
(95) 110; Bull. 3-1995, point 1.3.156; Bull.
10-1995, point 1.3.233

Council code of conduct on public access to
the minutes and statements in the minutes of the
Council acting as legislator: Bull. 10-1995, point
1.9.1

Decision 95/553/EE of the Representatives of
the Governments of the Member States, meeting
within the Council, regarding, respectively, pro-
tection for citizens of the European Union by dip-
lomatic and consular representations and mea-
sures implementing Decision 95/553/EC: OJ
L 314, 28.12.1995; point 1.1.2 of this Bulletin

Council Decision on the fourth medium-term
Community action programme on equal opportu-
nities for women and men (1996-2000): point
1.3.205 of this Bulietin

Proposal for a Parliament and Council Deci-
sion adopting a Community action programme of
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health promotion, information, education and
training: point 1.3.209 of this Bulletin

Proposal for a Parliament and Council Deci-
sion adopting an action plan against cancer: point
1.3.210 of this Bulletin

Proposal for a Parliament and Council Deci-
sion adopting a Community action programme
concerning the prevention of AIDS and certain
other communicable diseases: point 1.3.211 of
this Bulletin

1.15. The European Council urges progress in the fight
against social exclusion in its various forms, taking
the view that solidarity is an essential factor for inte-
gration and the attainment of common objectives
within the European Union.

The European Council takes note of the approval of
the fourth programme on equal rights and opportuni-
ties for women and men and wishes to continue action
in favour of women with a view to achieving fully
equal treatment. For the same purpose, the European
Union will also monitor annually the action platform
which emerged from the Beijing Conference.

The Furopean Council reaffirms the importance of
cultural action as a way of fostering a Community
dimension in the cultures of all the Member States of
the Union. The European Council stresses its interest
in arriving shortly at a viable agreement on the
Raphael programme regarding cultural heritage of
European significance.

The European Council welcomes the renewal of the
MEDIA programme and also the decisive progress
achieved in the Council on the proposal to amend the
Directive on television without frontiers, which will, it
hopes, be adopted as soon as the necessary conditions
obtain.

The European Council notes the work done on the
protection of public health and urges adoption of the
programmes to combat cancer and to combat AIDS
and the programme of action on health education and
training.

The European Council notes the major report on the
state of health in the European Union and trusts that
the European Parliament and the Council will be able
to adopt the programme of action on health monitor-
ing and inspection as soon as possible.

The European Council expresses satisfaction at the
progress made in achieving greater transparency in
Council proceedings, through the approval of a code
of conduct to facilitate public access to Council
minutes and statements when the Council acts as
legislator, and at the growing number of debates
which have been broadcast to the public.

The Buropean Council welcomes the adoption of two
Decisions on consular protection, which will give citi-
zens of the Union access to all the Member States’
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consulates in third countries, in compliance with Arti-
cle 8c of the Treaty.

C. Justice and home affairs

References:

Council Joint Action 95/73/JHA concerning
the Buropol Drugs Unit: OJ 'L 62, 20.3.1995;
Bull. 3-1995, point 1.5.4

Convention on the simplified extradition pro-
cedure: OJ C 78, 30.3.1995; Bull. 3-1995, point
1.5.5

Europol Convention: OJ C 316 du 27.11.1995;
Bull. 7/8-1995, point 1.5.2

Convention on the protection of the Communi-
ties’ financial interests: OJ C 316, 27.11.1995;
Bull. 7/8-1995, point 1.5.3

Convention on the customs information sys-
tem: OJ C 316, 27.11.1995; Bull. 7/8-1995, point
1.54

Council resolution on the burden-sharing with
regard to the admission and residence of dis-
placed persons on a temporary basis: OJ C 262,
7.10.1995; Bull. 9-1995, point 1.5.6

Council joint position concerning the harmo-
nized application of the definition of the term
‘refugee’ in Article 1 of the Geneva Convention:
Buil. 11-1995, point 1.5.2

Council conclusions on an alert and emergency
procedure for burden-sharing with regard to the
admission and residence of displaced persons on
a temporary basis: Bull. 11-1995, point 1.5.3

Draft Convention on Insolvency Proceedings:
Bull. 11-1995, point 1.5.13

Commission communication on racism, xeno-
phobia and anti-semitism: point 1.2.1 of this Bul-
letin

Conclusions of the Council and the Repre-
sentatives of the Governments of the Member
States on readmission clauses in mixed agree-
ments and in Community agreements: Bull.
11-1995, point 1.5.9: point 1.5.3 of this Bulletin

Conference on drugs policy in Europe: point
1.5.9 of this Bulletin

Agreements between the Community and Boli-
via, Colombia, Ecuador, Peru and Venezuela on
drug precursors and chemical substances: point
1.5.10 of this Bulletin

1.16. The European Council took note of the report on
activities carried out in 1995 in the field of justice and
home affairs, which describes a very wide range of ac-
tivities, among them the conclusion of four Conven-
tions and the establishment of the Europol Drugs Unit.

It is the Buropean Council’s ambition that the Union
can create an area of freedom and security for its citi-
zens and it requests that, with a view to extending
cooperation in these areas, future activities be focused
on programmed priority areas, including Europol,
over a number of Presidencies, particularly in relation
to:
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1. Terrorism

L17. The European Council notes with great satis-
faction the Council’s approval of the La Gomera Dec-
laration on terrorism (Annex 3) as evidence of the
Union’s firm resolve to reinforce collaboration in the
fight against terrorism, one of the priority objectives
of cooperation in justice and home affairs. It urges the
Council to give expression to such cooperation in the
form of effective practical measures.

2. Drugs and organized crime

L 18. The European Council approves the report of the
Group of Experts on Drugs and stresses the urgency
of translating the guidelines it contains into precise,
coordinated operational activities within the Union.

The European Council invites the incoming Italian
Presidency, in collaboration with the future Irish Pres-
idency and after consultation of the Member States,
the Commission, the Europol Drugs Unit and the
European Monitoring Centre for Drugs and Drug
Addiction, to prepare a programme of activities which
takes account of the guidelines in that report. The
European Council will examine progress in the appli-
cation of that report in December 1996.

In this connection, the European Council considers
it a matter of priority to establish a mechanism for
cooperation between the European Union and Latin
America, including the Caribbean, to combat drugs. It
considers that the international strategy for combating
drug abuse and unlawful trafficking in drugs must be
based on a comprehensive, coordinated approach
designed to reduce drug supply and demand through
bilateral cooperation between both regions. It wel-
comes the Franco-British initiative on the Caribbean,
which proposes regional action to combat trafficking
in narcotics and which is also included in action under
the transatlantic agenda.

The European Council calls upon the Council and the
Commission to prepare a report and the requisite pro-
posals for action in both areas by April 1996. An ad
hoc working party on drugs will be set up for the pur-
pose.

The European Council is pleased that an Agreement
on precursors will be signed in Madrid on 18 Decem-
ber 1995 between the Community and the five coun-
tries of the Andean Pact, an important step forward in
this strategy. In that connection, it supports the main-
tenance of preferences for the Andean countries and
Central America as part of the special arrangements
for combating drugs in the generalized scheme of
preferences.

The European Council also expresses satisfaction at
the Conference on drugs held in Brussels on 7 and
8 December 1995.

The European Council takes note of the proceedings
on organized crime and urges the Council to adopt the
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necessary operational measures to combat this threat
to all the Member States.

The European Council calls upon the Council and the
Commission to consider the extent to which harmoni-
zation of Member States’ laws could contribute to a
reduction in the consumption of drugs and unlawful
trafficking in them.

3. Judicial cooperation

L19. The European Council considers that priority
should be given to extradition and mutual judicial as-
sistance in criminal matters and to the extension of the
Brussels Convention and document transmission in
civil matters. It notes with satisfaction the signing of
the Convention on Insolvency Proceedings.

4. Immigration and asylum

1.20. The European Council expresses satisfaction at
the results achieved regarding third-country nationals
residing illegally in the Union, readmission agree-
ments and combating illegal immigration and illegal
employment, and urges the Council to continue pro-
ceedings in this area.

The Euvropean Council also expresses satisfaction at
the approval of the resolution on burden-sharing with
regard to the admission of displaced persons, and the
decision on an alert and emergency procedure for bur-
den-sharing. :

The European Council takes note of the common po-
sition aimed at harmonized application of the defini-
tion of the term ‘refugee’ within the meaning of Arti-
cle 1 of the Geneva Convention and calls for
ratification of the Dublin Convention to be completed.

5. External frontiers

1.21. The European Council urges the Council to settle
as soon as possible the issues outstanding with regard
to the adoption of the Convention on persons crossing
the -external frontiers of the Member States of the
European Union and welcomes the results achieved
on visas.

6. Racism and xenophobia

1.22. The European Council took note of the results
obtained on defining strategies to combat racism and
xenophobia (Annex 4); it urges adoption of the Joint
Action concerning action to combat racism and xeno-
phobia with the aim of approximating Member States’
laws and enhancing the opportunities for judicial as-
sistance between the Member States in this area.

The European Council took note of the interim report
from the Consultative Commission and instructs it to
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continue its proceedings on that basis and complete
the feasibility study for a European Monitoring Centre
on Racism and Xenophobia in time for the European
Council meeting in June 1996.

D. Fraud and protection of financial
interests

References:

Convention on the protection of the Communi-
ties’ financial interests: OJ C 316, 27.11.1995;
Bull. 7/8-1995, point 1.5.3

Council conclusions on the comparative analy-
sis of the reports supplied by the Member States
on measures taken to combat fraud: Bull.
11-1995, point 1.6.11; points 1.61 and 1.62 of this
Bulletin

Council Regulation (EC) No 2988/95 on the
protection of the Communities’ financial inter-
ests: OJ L 312, 23.12.1995; point 1.6.7 of this
Bulletin

Proposal for a Council Regulation concerning
on-the-spot checks and inspections by the Com-
mission for the defection of frauds and irregular-
ities detrimental to the financial interests of the
Communities: COM(95) 690; point 1.6.8 of this
Bulletin

Proposal for a Council act establishing a Proto-
col to the Convention on the protection of the
Communities’ financial interests: COM(95) 693;
point 1.5.7 of this Bulletin

L.23. The European Council took note of the compara-
tive analysis and synthesis document on national mea-
sures taken to combat wastefulness and the misuse of
Community resources, prepared by the Commission
on the basis of reports from the Member States.

The European Council supports the conclusions
approved by the Economic and Financial Affairs
Council (Annex 5) and calls upon the Member States
and the institutions to adopt the necessary measures to
ensure an equivalent level of protection throughout
the Community and in the Community budget and the
EDF as a whole.

The European Council also expresses satisfaction at
the imminent adoption of the Regulation on the pro-
tection of the European Communities’ financial inter-
ests and the signing of the relevant Convention.

It calls upon the Commission to submit a proposal
shortly on checks and verifications in situ and
requests the Economic and Financial Affairs Council
to adopt those provisions before the European Council
meeting in June.

The European Council also notes with satisfaction that
consensus has been reached on an additional protocol
to the Convention on the protection of the European
Communities’ financial interests which is designed to
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harmonize treatment of corruption on the part of both
national and European officials and members of Com-
munity or national institutions and bodies as a crimi-
nal offence.

It calls upon the JHA Council to continue its proceed-
ings in order to supplement the Convention, parti-
cularly in the field of judicial cooperation.

The European Council welcomes the Commission ini-
tiative on sound financial management and parti-
cularly its decision to establish a group of personal
representatives to identify priority action at Commu-
nity and national level with a view to improving bud-
get execution and making good the shortcomings in
financial management identified by the Court of Audi-
tors.

It invites the Commission and the Council to examine
the possibility of extending the system of clearance of
accounts from agriculture to other sectors.

E. Legislative and administrative
simplification

Reference: Commission’s comments on the
report of the group of independent experts on
simplification of legislation and administration:
Bull. 11-1995, point 1.9.3

1.24. The European Council reaffirms the importance
of preventing the imposition of unnecessary burdens
on business activity, through a process of legislative
and administrative simplification which must preserve
the acquis communautaire and be accompanied by
national measures contributing to the same objective.
In this respect, it refers to the Commission report on
the report from the independent experts group.

It calls upon the Commission to table its new propos-
als for the consolidation of Community law and upon
the Council to act as soon as possible.

III — A Europe open to the world,
enjoying stability, security, freedom
and solidarity

A. Enlargement

References:

Conclusions of the Copenhagen FEuropean
Council: Bull. 6-1993, point 1.26

Conclusions of the Essen European Council:
Bull. 12-1994, point 1.13

Conclusions of the Cannes European Council:
Bull. 6-1995, point 1.12

Commission interim report on the effects on
the policies of the European Union of enlarge-
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ment to the associated countries of Central and
Eastern Europe: Bull. 11-1995, point 1.4.47;
point 1.4.62 of this Bulletin

Commission progress report on the pre-acces-
sion strategy with the associated countries of
Central and Eastern Europe: Bull. 11-1995, point
1.4.46

Commission study into ways of developing
agricultural relations between the FEuropean
Union and the associated countries with a view to
their accession: Bull. 11-1995, point 1.4.48

I125. Enlargement is both a political necessity and a
historic opportunity for Europe. It will ensure the sta-
bility and security of the continent and will thus offer
both the applicant States and the current members of
the Union new prospects for economic growth and
general well-being. Enlargement must serve to streng-
then the building of Europe in observance of the
acquis communautaire which includes the common
policies.

With that in mind, the European Council took note of
the Commission reports on the effects of enlargement
on the policies of the European Union, on alternative
strategies in agriculture and on the progress of the pre-
accession strategy for the associated countries of Cen-
tral and Eastern Europe.

The European Council takes note of the Council
report on relations with the associated CCEE during
the second half of 1995 (Annex 6).

The PHARE programme, as supported by the Euro-
pean Council’s decisions at its Cannes meeting, and
the continued activities of the European Investment
Bank will allow an overall increase in the input for
accession preparations.

The European Council reiterates that the ‘accession
negotiations with Malta and Cyprus will commence,
on the basis of the Commission proposals, six months
after the conclusion of the 1996 Intergovernmental
Conference, and will take its results into account. It is
pleased that structured dialogue with both countries
began in July 1995 within the framework of the pre-
accession strategy.

The European Council also confirms the need to make
sound preparation for enlargement on the basis of the
criteria established in Copenhagen and in the context
of the pre-accession strategy defined in Essen for the
CCEE; that strategy will have to be intensified in
order to create the conditions for the gradual, harmo-
nious integration of those ‘States, particularly through
the development of the market economy, the adjust-
ment of their administrative structures and the cre-
ation of a stable economic and monetary environment.

The European Council calls upon the Commission to
take its evalnation of the effects of enlargement on
Community policies further, particularly with regard
to agricultural and structural policies. The European
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Union will continue its review at its next meetings on
the basis of reports from the Commission.

It asks the Commission to expedite preparation of its
opinions on the applications made so that they can be
forwarded to the Council as soon as possible after the
conclusion of the Intergovernmental Conference, and
to embark upon preparation of a composite paper on
enlargement. This procedure will ensure that the
applicant countries are treated on an equal basis.

It also calls upon the Commission to undertake a
detailed analysis as soon as possible of the European
Union’s financing system in order to submit, immedi-
ately after the conclusion of the Intergovernmental
Conference, a communication on the future financial
framework of the Union as from 31 December 1999,
having regard to the prospect of enlargement.

Following the conclusion of the Intergovernmental
Conference and in the light of its outcome and of all
the opinions and reports from the Commission re-
ferred to above, the Council will, at the earliest oppor-
tunity, take the necessary decisions for launching the
accession negotiations.

The European Council hopes that the initial phase of
negotiations will coincide with the start of negotia-
tions with Cyprus and Malita.

B. External relations

Former Yugoslavia

Reference: Meeting of donor countries and orga-
nizations concerning the reconstruction of Bos-
nia-Herzegovina: point 1.4.83 of this Bulletin

1.26. The European Council expresses satisfaction at
the fact that the peace agreement negotiated in Dayton
was signed in Paris on 14 December 1995 and con-
firms its determination to make a substantial contribu-
tion to implementing it.

The European Council welcomes the adoption by the
United Nations Security Council of the Resolution
supporting the peace agreements signed in Paris and
applying their provisions at both civil and military
level.

With regard to civilian aspects, the European Council
endorses the conclusions of the Conference held in
London on 7 and 8 December 1995. It welcomes the
appointment of Mr Carl Bildt as the High Repre-
sentative and assures him of its full support.

The application of the peace agreement involves the
implementation of a stable military equilibrium based
on the lowest possible level of weaponry. The Euro-
pean Council hopes that the parties involved will take
advantage of the opportunity for dialogue offered by
the Conference to be held in Bonn on 18 December
1995.
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It is now for the parties to shoulder their responsib-
ilities in fully implementing the agreement in order to
bring an end to the war once and for all.

For its part, the European Union reiterates its willing-
ness to make a contribution to the reconstruction of
former Yugoslavia in the context of equitable interna-
tional burden-sharing. A preparatory conference will
be held in Brussels on 20 and 21 December 1995 with
a view to identifying the most urgent needs.

The European Council reaffirms the right of refugees
and displaced persons to return freely and safely to
their homes throughout the territory of former Yugo-
slavia and to obtain fair compensation as a funda-
mental right.

The European Council approved the Declaration in
Annex 7.

Former Yugoslav Republic of Macedonia

Reference: Proposal for a trade and cooperation
agreement with the former Yugoslav Republic of
Macedonia: point 1.4.84 of this Bulletin

1.27. The European Council is pleased that the condi-
tions exist for establishing contractual cooperation
relations between the Union and the FYROM and
asks the Council to approve the negotiating directives
before the end of 1995 with a view to concluding a
cooperation and trade Agréeement which takes full ac-
count of its aspirations.

Slovenia

References:

Conclusions of the Cannes European Council:
Bull. 6-1995, point 1.12

Draft Europe (Association) Agreement with
Slovenia: Bull. 10-1995, point 1.4.64

L.28. In the light of the Cannes conclusions and bear-
ing in mind the compromise proposal from the Presi-
dency, the European Council reaffirms its desire to
have the Association Agreement with Slovenia signed
as soon as possible.

Baltic Sea region

Reference: Commission report on the current
state of and perspectives for cooperation in the
Baltic Sea region: COM(95) 609; Bull. 11-1995,
point 1.4.43

1.29. The European Council took note of the Commis-
sion report on the current state of and prospects for
cooperation in the Baltic Sea Region.

The Union has an interest in promoting political sta-
bility and economic development in that region. The
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European Council therefore urges the Commission to
propose a suitable regional cooperation initiative to be
presented to the Heads of State or Government of the
Council of Baltic Sea States at their Conference in
Visby on 3 and 4 May 1996, and thereafter report to
the European Council in Florence.

Russia

References:

Draft Interim Agreement with Russia on trade
and trade-related matters: Bull. 10-1995, point
1.4.89

Council conclusions on strategy on EU-Russia
relations: Bull. 11-1995, points 1.4.81 and 2.2.1

1.30. The European Council trusts that Russia will
continue its action to promote stability, development,
peace and democracy. It means to support its efforts.
It wishes to strengthen permanently the ties between
the European Union and this great country.

It is convinced that the development of cooperation in
the field of security between the European Union and
Russia is essential for stability in Europe.

It notes with satisfaction that the Interim Agreement
with Russia signed in Brussels on 17 July 1995 is to
come into force on 1 February 1996 and it urges the
Contracting Parties to ratify the Partnership and Coop-
eration Agreement as soon as possible. It also wel-
comes the outcome of the summit between the Euro-
pean Union and Russia which took place in
September in Moscow. It confirms the European
Union’s overall political approach to its future rela-
tions with Russia, as formulated by the General
Affairs Council on 20 November 1995 (Annex 8).

It approved a Declaration on the forthcoming holding
of parliamentary elections in Russia (Annex 9).

It supports Russia’s efforts to achieve complete inte-
gration into the international economy and its admis-
sion to the WTO and other international organiza-
tions.

It also confirms its support for Russia’s accession to
the Council of Europe in the near future.

TACIS

Reference: Proposal for a Council Regulation
concerning the provision of assistance to econo-
mic reform and recovery in the new independent
States and Mongolia (TACIS): OJ C 134,
1.6.1995; COM(95) 12; Bull. 1/2-1995, point
1.4.102; Bull. 11-1995, point 1.4.86

1.31. The European Council reaffirms the readiness of
the European Union to continue its assistance pro-
gramme to the republics of the former Soviet Union
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with the aim of supporting the process of political and
economic reform which these republics have initiated.
It underlines the importance of adopting the new
TACIS Regulation at the beginning of 1996.

Ukraine

Reference: Council Decision 95/442/EC provid-
ing further macro-financial assistance to Ukraine:
OJ L 258, 28.10.1995; Bull. 10-1995, point
1491

1.32. The European Council expresses satisfaction at
the recent accession of Ukraine to the Council of Eu-
rope and supports its authorities” undertaking to con-
tinue the current process of economic reform. The
Union welcomes the important agreement reached
with Ukraine on the definitive closure of the Cherno-
byl nuclear power station by the year 2000, in accord-
ance with the timetable and conditions foreseen; it
continues to provide support for Ukraine through
macroeconomic assistance.

Turkey

Reference: Proposal for a Council Decision
relating to a common position by the Community
in the EC-Turkey Association Council on imple-
menting the final phase of the customs union:
point 1.4.67 of this Bulletin

1.33. The Buropean Council reiterates the priority it
attaches to the development and strengthening of rela-
tions with Turkey and welcomes the assent given by
the European Parliament which will enable the final
phase of the customs union with Turkey to enter into
force on 31 December 1995, together with the
arrangements for strengthening political dialogue and
institutional cooperation. It hopes that the Regulation
on financial cooperation with Turkey will enter into
force as soon as possible.

The European Council recalls the importance it
attaches to respect for human rights, the rule of law
and fundamental freedoms and strongly supports all
those in Turkey endeavouring to put reforms into
practice. In that spirit, it welcomes the measures al-
ready adopted by the Turkish authorities and urges
them to continue along that path.

Cyprus

1.34. The Council reiterates the importance which it
attaches to making substantial efforts to achieve a just
and viable solution to the question of Cyprus in line
with the United Nations Security Council resolutions,
on the basis of a bi-zonal and bi-community feder-
ation.

Security

L.35. In the security field, the European Council wel-
comes the progress made within the Union on devel-
oping a common policy for the integration of the
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CCEE into the European security architecture, and the
place which Russia and Ukraine will have in it.

The European Council expresses its satisfaction at the
approval by the Ministerial Council of the Western
European Union, meeting in Madrid in November
1995, of the WEU contribution to the 1996 Intergo-
vernmental Conference confirming the desirability of
strengthening links between the European Union and
the WEU. It takes note of the wish expressed by the
WEU to contribute, as necessary, to the proceedings
of the Intergovernmental Conference on security and
defence aspects and to keep a close watch on their de-
velopment. The European Council also takes note of
the Reflection Group’s contribution in this area.

It stressed the need to continue encouraging disarma-
ment and non-proliferation within the framework of
the .common foreign and security policy. In this con-
nection:

O it expresses its firm desire that the negotiations for
a comprehensive nuclear test ban Treaty be completed
no later than June 1996;

O it supports an immediate start to negotiations for a
Treaty banning the production of fissile material for
nuclear weapons (cut-off);

O it welcomes the adoption, in the first round of the
Conference to review the 1980 Convention on Inhu-
mane Weapons, of a new protocol prohibiting the use
of blinding laser weapons;

O it reiterates the European Union’s wish that all its
members ratify the Convention on Chemical Weapons
at the earliest opportunity so that it can come into
force shortly.

OSCE

Reference: Fifth Summit of the Heads of State or
Government and the Foreign Ministers of the
OSCE: point 1.4.19 of this Bulletin

1.36. The Union welcomes the results of the OSCE
Budapest Conference which are intended to reinforce
the structures and capacities of the OSCE so that it
can fulfil its ever-increasing number of tasks, parti-
cularly in the field of preventive diplomacy.

It reiterates the European Union’s intention of contin-
uing to contribute actively to strengthening the OSCE
and, in particular, to drawing up a common and com-
prehensive security model for Europe for the 21st cen-
tury.

The European Council welcomed the adoption on
13 December 1995 in Royaumont, at the suggestion of
the European Union, of the Declaration on the process
of stability and good-neighbourly relations in south-
eastern Europe.

Andorra

1.37. The European Council welcomes the renewed
impetus given to the Union’s relations with Andorra
and calls upon the Commission to submit appropriate
proposals for developing new areas of cooperation.
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Transatlantic relations

References:
Conference organized to launch the transatlan-
tic trade dialogue: Bull. 11-1995, point 1.4.90
European Union-United States summit in the
framework of the transatlantic declaration: point
1.4.104 of this Bulletin

1.38. The European Council underlines the great
importance of the new transatlantic agenda and the
joint EU-US action plan signed at the EU-US Summit
in Madrid on 3 December 1995 (Annex 10). It consid-
ers that this initiative constitutes a qualitative leap for-
ward in strengthening our relations, moving on from a
stage of consultations towards a new stage of con-
certed and joint action. It is resolved that the Union
for its part should put fully into practice what was
agreed in Madrid and to resume examination of this
issue at the European Council in Florence.

It welcomes the initiatives put forward at the meeting
of the transatlantic business dialogue in Seville.

It hopes that other Atlantic democracies will share the
goals of the new transatlantic agenda.

Mediterranean

References:

Draft Euro-Mediterranean Association Agree-
ment with Egypt: Bull. 12-1994, point 1.3.67

Conclusions of the Cannes European Council:
Bull. 6-1995, points 1.49 to 1.53

Draft Euro-Mediterranean Association Agree-
ment with Jordan: Bull. 6-1995, point 1.4.82

Draft Euro-Mediterranean Association Agree-
ment with Lebanon: Bull. 10-1995, point 1.4.82

Barcelona Euro-Mediterranean Conference:
Bull. 11-1995, points 1.4.56 and 2.3.1

Draft Euro-Mediterranean Association Agree-
ment with Morocco: point 1.4.88 of this Bulletin

Draft Euro-Mediterranean Association Agree-
ment with Tunisia: point 1.4.90 of this Bulletin

Draft Association Agreement with Israel: point
1.4.91 of this Bulletin

1.39. The European Council highlights the major sig-
nificance of the results achieved at the Barcelona
Euro-Mediterranean Conference and calls upon the
Council and the Commission to put into practice
the Barcelona Declaration and Work Programme
(Annex 11).

The Barcelona Conference marked the start of a new
stage in which the goal of securing peace, stability
and prosperity in the Mediterranean region constitutes
a common task for all parties to the new Euro-Medi-
terranean association. The ‘Barcelona spirit’ must
encourage this on-going process, which should culmi-
nate in the conclusion of a pact for the Mediterranean.

The European Council warmly welcomes the Agree-
ments concluded with Tunisia, Israel and Morocco. It
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hopes that the negotiations under way with Egypt, Jor-
dan and Lebanon will reach a rapid conclusion, and
points out that the European Union is ready to nego-
tiate such agreements with Algeria and Syria as soon
as possible. In this connection it confirms its Cannes
conclusions regarding the nature of the Euro-Mediter-
ranean free-trade area.

It notes with satisfaction the recent presidential elec-
tions in Algeria and trusts that there will shortly be
new moves towards restoring a normal political sit-
uation in the country through dialogue and the holding
of free and above-board general and local elections. It
notes that Algeria wishes to conclude a new associ-
ation agreement with the European Union, and calls
upon the Commission to submit draft negotiating
directives to that end.

Middle East

Reference: Agreement on the extension of auton-
omy to the whole of the West Bank: Bull.
9-1995, point 1.4.46

140. The European Council welcomes the Interim
Agreement between Israel and the Palestine Liber-
ation Organization, signed in Washington on 28 Sep-
tember.

The European Council deeply regrets the tragic assas-
sination of Prime Minister Yitzhak Rabin and sup-
ports the undertaking given by the new Prime Minis-
ter, Mr Peres, to take the peace process forward with
the same resolve. It accordingly appeals for rapid pro-
gress to be made on the Syrian track and for all parties
to step up their efforts to reach a comprehensive, just
and lasting peace.

It welcomes the rapid disbursement of the EIB loans
for ECU 250 million granted to the Palestine Author-
ity, and hopes that the Commission will submit to
it, at the earliest opportunity, draft directives for
negotiating an agreement with the Furopean Union.
It similarly welcomes the implementation of the
measures needed to coordinate the monitoring of the
Palestinian elections.

It notes with satisfaction the progress made at the
Amman Economic Summit and trusts that positive
results will be achieved at the Ministerial Conference
for Economic Assistance to the Palestinian People, to
be held in Paris on 9 January 1996.

Iran

1.41. The European Union will continue to ensure that
cooperation with Iran is conducted with all the guar-
antees necessary to avoid any contribution whatsoever
to the acquisition of a military nuclear capacity.

In the context of respect for fundamental rights and
freedom of expression, the European Union will keep
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up its efforts, within the framework of critical dia-
logue, to obtain a satisfactory solution in respect of
the British writer Salman Rushdie and calls upon the
Iranian authorities to respond constructively to its
efforts. It requests the Council to keep a close watch
on the matter.

Latin America

References:

Council conclusions on Cuba: Bull. 10-1995,
point 1.4.108

Proposed economic partnership and political
consultation Agreement between the Community
and Mexico: Bull. 10-1995, point 1.4.109

Recommendation for a Council Decision on
the renewal of the San José dialogue: COM(95)
600; Bull. 11-1995, point 1.4.96

Recommendation for a Council Decision on
the negotiation of a framework Agreement on
trade and economic cooperation with Chile: Bull.
11-1995, point 1.4.97

Council conclusions on general guidelines for
cooperation between the Community and Latin
America 1996-2000: point 1.4.110 of this Bulle-
tin

Interregional framework cooperation agree-
ment with Mercosur: point 1.4.111 of this Bulle-
tin

Joint declaration on political dialogue between
the European Union and Chile: point 1.4.112 of
this Bulletin

142. The European Council stresses the significant
progress made in the process of strengthening rela-
tions with Latin America. It requests the Council and
the Commission to expedite implementation of the
conclusions on enhancing cooperation between the
European Union and Latin America in the period
1996-2000 (Annex 12).

It welcomes the signing in Madrid of the interregional
framework agreement on trade and economic cooper-
ation between the European Union and Mercosur, the
final objective of which is to achieve political and
economic association.

It emphasizes that the joint declaration on political
dialogue between the European Union and Chile is to
be signed shortly. This marks an important step
towards the early negotiation of a new agreement
directed ultimately at political and economic associ-
ation.

The European Council calls upon the Council and the
Commission to begin negotiations as soon as possible
with Mexico for a new political, economic and trade
agreement which includes progressive and reciprocal
trade liberalization, taking account of the sensitivity
of certain products and in line with WTO rules.

It also declares its interest in renewing the San José
dialogue between the European Union and Central
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America, on the basis of the communication recently
submitted by the Commission.

It notes the wish expressed by the Andean presidential
council fo strengthen relations between the Andean
Pact and the European Union, and calls upon the
Commission to submit appropriate measures. It also
considers an early renewal of the generalized scheme
of preferences for the Central American and Andean
Pact countries to be of particular importance, and asks
the Council to adopt this at the earliest opportunity.

It considers that dialogue and cooperation should be
continued with Cuba in order to lend active support to
the process of reform under way, to foster respect for
human rights and fundamental freedoms and to broa-
den the scope of private initiative and the devel-
opment of civil society. To that end, it asks the Com-
mission to present, in the first half of 1996, draft
negotiating directives for a trade and economic coop-
eration agreement, which will be examined by the
Council in the light of developments in the political
and economic situation in Cuba.

Lastly, it calls upon the EIB to step up its activity in
Latin America in line with its financing procedures
and criteria.

Lomé Convention

References:

Proposed Agreement amending the fourth
Lomé Convention following the mid-term re-
view: Bull. 11-1995, point 1.4.102

Proposal for a Protocol to the fourth ACP-EEC
Convention .consequent on the accession of Aus-
tria, Finland and Sweden: Bull. 11-1995, point
1.4.104

Council Decision on transitional measures for
the advance application of certain provisions of
the revised Lomé Agreement: point 1.4.117 of
this Bulletin

1.43. The European Council welcomes the signing in
Mauritius on 4 November of the Agreement on the
revision of the fourth ACP-EC Convention, together
with the Protocol on the Accession of Austria, Finland
and Sweden, as well as the adoption of provisional
implementing measures.

Africa

References:

Draft Agreement on trade and cooperation with
South Africa: Bull. 10-1995, point 1.4.126

Council conclusions on preventive diplomacy,
conflict resolution and peace-keeping in Africa:
point 1.4.116 of this Bulletin

Common position 95/544/CFSP on Nigeria —
OJ L 309, 21.12.1995; point 1.4.119 of this Bul-
letin

Bull. EU 12-1995



Conclusions of the Presidency

1.44. The European Council expresses its grave con-
cern at the situation in Nigeria, confirms the sanctions
adopted within the European Union and appeals once
more to the Nigerian authorities to ensure full respect
for human rights and a swift transition to democracy,
failing which it reserves the right to take further mea-
sures.

To put an end to the violence, particularly in Burundi,
and to ease the return of Rwandan refugees, the Euro-
pean Council emphasizes the importance of national
reconciliation and stability in the Great Lakes region.
It restates its support for the convening of the Confe-
rence on the Great Lakes Region under the auspices of
the United Nations and the Organization for African
Unity, as well as the rapid appointment of a new spe-
cial representative of the United Nations Secretary-
General to Burundi.

It welcomes the political dialogue which has begun
between the European Union and the OAU, and parti-
cularly the Council conclusions of 4 December on
preventive diplomacy, conflict resolution and peace-
keeping in Africa (Annex 13).

It notes with satisfaction the negotiations under way
with South Africa with a view to drawing up an agree-
ment on creating a free-trade area and highlights the
importance of these negotiations being brought to a
rapid conclusion.

Asia

References:

Council report to the European Council on the
Union position on the Asia-Europe Meeting:
point 1.4.106 of this Bulletin

Council conclusions on a long-term policy for
relations between the European Union and China:
point 1.4.107 of this Bulletin ’

1.45. The European Council welcomes the adoption of
the Council report which will serve as a basis for pre-
paring the Europe-Asia Meeting to be held in Bang-
kok on 1 and 2 March 1996 (Annex 14).

It confirms the importance which the European Union
places on the development of relations with China. It
notes the conclusions adopted by the Council on a
long-term policy for China-Europe relations.

The European Council reiterates its deep concern at
the heavy prison sentence imposed on the Chinese
human rights campaigner, Mr Wei Ging Xeng, and
urges China to show clemency at his appeal and grant
his swift and unconditional release.

The European Union will participate, in conditions to
be negotiated, in the Korean Peninsular Energy Devel-
opment Organization (KEDO).

The European Council, bearing in mind in particular
the latest events in Djakarta in connection with the
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increased tension in East Timor, pledges support for
any appropriate action which could contribute towards
a just, overall and internationally acceptable solution
to this issue and particularly towards the mediation
efforts being made by the UN Secretary-General.

United Nations

Reference: Presidency statement on behalf of the
European Union concerning the financial situa-
tion of the United Nations: Bull. 10-1995, point
1.4.10

1.46. On the occasion of the 50th anniversary of the
United Nations, the European Union expressed its
continuing support for the UN as a global forum fos-
tering mankind’s aspirations for peace, security and
economic and social progress.

The European Union, whose Member States together
constitute the UN’s main financial contributor,
expressed its concern in its Declaration of 25 October
1995 at the current critical financial situation of the
United Nations. The European Council appeals again
to all States which are members of the UN to pay their
contributions to the normal budget and to peace-keep-
ing operations, in full, on time and without conditions.

The European Council hopes, in this connection, that
progress will be made on adjustments to improve UN
structures and institutions, including the Security
Council.

IV — Laying the foundations of the
Europe of the future

The political agenda for Europe

1.47. The European Council identified the challenges
which the Member States of the European Union must
meet in order to prepare Europe for the 21st century.
In the next five years, we must:

O carry out adjustments to the Treaty on European
Union;

O make the transition to a single currency in line with
the timetable and conditions set;

O prepare for and carry out the enlargement negotia-
tions with the associated countries of Central, Eastern
and Southern Europe which have applied for member-
ship;

O determine, in parallel, the financial perspective be-
yond 31 December 1999;

O contribute to establishing the new European secu-
rity architecture;

O actively continue the policy of dialogue, cooper-
ation and association already under way with the
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Union’s neighbouring countries, and in particular with
Russia, Ukraine, Turkey and the Mediterranean coun-
tries.

Success in all these tasks will mean that a large com-
munity enjoying the benefits of freedom, prosperity
and stability can be set up Europe-wide.

The Intergovernmental Conference

Reference: Final report of the Reflection Group
on the Intergovernmental Conference: point 1.9.2
of this Bulletin

I148. 1. The European Council received with great
interest the report by the Reflection Group, chaired by
Mr Westendorp (Annex 15), which had been
instructed by the European Council to prepare for the
1996 Intergovernmental Conference. It considers that
the guidelines distilled within the Group, following a
thorough analysis of the internal and external chal-
lenges facing the Union and the possible responses,
constitute a sound basis for the work of the Confe-
rence.

2. The Intergovernmental Conference will have to ex-
amine those provisions of the Treaty on European
Union review expressly called for in the Treaty, as
well as those questions which it was decided should
be discussed by the Conference, both in the Brussels
and Corfu European Council conclusions and in
declarations adopted at the time of interinstitu-
tional agreements. The European Council also reaf-
firms the guidelines laid down at its Cannes meeting.
The Intergovernmental Conference will, in general,
have to examine the improvements which will have to
be made to the Treaties to bring the Union into line
with today’s realities and tomorrow’s requirements, in
the light of the outcome of the Reflection Group’s
proceedings.

3. The European Council agrees that the formal re-
view procedure stipulated in Article N of the Treaty
will be carried out as quickly as possible so that the
Conference can be officially opened in Turin on
29 March. The European Council takes note of the
intention of the forthcoming Italian presidency to
adopt appropriate measures for preparing the Confe-
rence.

4. The Conference will meet regularly, in principle
once a month, at the level of Foreign Affairs Minis-~
ters, who will have responsibility for all proceedings;
preparations will be conducted by a working party
made up of a representative of each Member State’s
Minister for Foreign Affairs and of the President of
the Commission.

The Secretary-General of the Council will make the
necessary arrangements to provide secretarial support
for the Conference.
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5. The European Parliament will be closely associated
with the work of the Conference so that it is both
briefed regularly and in detail on the progress of the
discussions and can give its point of view, where it
considers this necessary, on all matters under dis-
cussion. The detailed arrangements for such associ-
ation will be determined by the Ministers for Foreign
Affairs in line with the provisions which apply to the
review of the Treaties.

6. The representatives of those countries of Central
and Eastern Europe which have concluded Europe
Agreements, and of Malta and Cyprus, will be briefed
regularly on the progress of discussions and will be
able to put their points of view at meetings with the
Presidency of the European Union to be held, in prin-
ciple, every two months. The European Economic
Area and Switzerland will also be briefed.

PART B

Annex 1 — Economic and monetary
union

The scenario for the changeover to the
single currency

1.49. 1. At its meeting in Cannes on 27 June 1995, the
European Council requested the Ecofin Council to
define, in consultation with the Commission and the
European Monetary Institute (EMI), a reference sce-
nario for the changeover to the single currency and to
report back to the European Council at its meeting in
December 1995 in Madrid with a view to its adoption.

2. Since the entry into force of the Treaty on European
Union (*“Maastricht Treaty’), particularly since the
start of stage two of the process of moving to an eco-
nomic and monetary union, the Member States, the
European bodies and representatives of many private
organizations have been studying the different aspects
of the changeover. Preparations have now reached a
level which allows the presentation of a reference
changeover scenario containing clearly defined mea-
sures to be implemented within pre-set dates or dead-
lines.

3. The preparations under way are guided by the over-
riding Treaty objective to create a stable single cur-
rency. One precondition for this is to achieve a high
degree of convergence of economic performance be-
fore locking exchange rates irrevocably. A strict appli-
cation of the convergence criteria in assessing which
Member States fulfil the necessary conditions for the
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adoption of a single currency will establish confidence
in the new currency and convince the public at large
as well as markets that it will be strong and stable. Af-
ter moving to stage three of economic and monetary
union, convergence will have to be maintained. In par-
ticular public finances must be kept on a sound track
in line with Treaty obligations. Therefore work has to
be done on ways to secure budgetary discipline among
participants in the Euro area in accordance with the
procedures and the principles of the Treaty. In addi-
tion, the future relationship between the Member
States participating in the Furo area and the others
will need to be defined prior to the move to stage
three with a view, inter alia, to safeguarding monetary
stability within the single market.

4. The removal of uncertainties requires careful tech-
nical preparation of the move to stage three. This
preparation will also contribute to public acceptability
of the new currency. The changeover ‘scenario pre-
sented below has been defined in consultation with
the Commission and the EMI and has benefited from
the Commission’s Green Paper and the EMI report on
the changeover to the single currency. It is in line with
the timetable, procedures and criteria laid down in the
Treaty. It provides for transparency, strengthens cred-
ibility and underlines the irreversibility of the process.
It is technically feasible and aims to provide for the
necessary legal certainty, to minimize adjustment
costs and to avoid competitive distortions. The
changeover scenario, by announcing concrete mea-
sures to be taken within a clear timetable, offers the
users of money the information necessary for them to
adapt to the introduction of the single currency. The
scenario is compatible with the EMI report on the
changeover.

5. This changeover scenario is based on 1 January
1999 as the starting date for the third stage. The steps
to be taken during the different stages of the change-
over process are presented below and summarized in
the annexed tables, which set out the timing and the
various dates and deadlines for the participating Mem-
ber States.

6. The Coungil in the composition of Heads of State
or Government will confirm which Member States
fulfil the necessary conditions for the adoption of the
single currency. The date of this decision marks the
beginning of an interim period prior to the entry into
stage three, during which ‘decisions are to be taken to
complete the preparations. On the one hand, the mag-
nitude of the workload would suggest that this interim
period lasts for about one year; but, on the other, the
Heads of State or Government should base their deci-
sion on participating Member States on the most
recent and reliable actual data for 1997. Thus, special
efforts will be made so that the Heads of State or Gov-
ernment make their decision as soon as possible in
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1998. Advance preparation will help to ensure that all
the necessary measures will be in place for the start of
stage three of economic and monetary union. Several
of these measures fall within the competence of the
European Central Bank (ECB).

7. The ECB will have to be created early enough so as
to allow preparations to be completed and full oper-
ation to start on 1 January 1999. Therefore, as early as
possible in this interim period, the Council and the
participating Member States will have to adopt a num-
ber of legal provisions and to appoint the Executive
Board of the European Central Bank. As soon as the
Executive Board of the ECB is appointed, the ECB
and the European System of Central Banks (ESCB)
will be estab-lished. The decision-making bodies of
the ECB will decide on, implement and test the frame-
work needed for the ESCB/ECB to perform its task in
stage three.

8. Stage three of economic and monetary union will
start on 1 January 1999, with the irrevocable fixing of
conversion rates among currencies of participating
countries and against the Euro and with the single
monetary policy which will be defined and imple-
mented by the ESCB in Euro. The ESCB will encour-
age the use of the Euro in the foreign exchange mar-
kets; its operations in these markets will be effected
and settled in Euro. The payments system’s infrastruc-
ture ‘needs to be in place so as to ensure the smooth
functioning of an area-wide money market based on
the Euro. National central banks could provide con-
version facilities for those financial institutions which
have not been able to equip themselves with such faci-
lities to translate amounts from Furo into national
monetary units and vice versa.

9. A Council Regulation entering into force on 1 Janu-
ary 1999 will provide the legal framework for the use
of the Euro. From that date, the Euro will be ‘a cur-
rency in its own right” and the official ecu basket will
cease to exist. This Regulation will have the effect
that the national currencies and the Euro will become
different expressions of what is economically the
same currency. As long as different national monetary
units still exist, the Council Regulation will establish a
legally enforceable equivalence between the Euro and
the national currency units (‘legally enforceable
equivalence’ means that each monetary amount is
assigned, in a legally enforceable way, an unchange-
able countervalue in terms of the Euro unit at the offi-
cial conversion rate and vice versa). For the period be-
fore the deadline set for the completion of the
changeover, the Regulation will ensure that private
economic agents will be free to use the Euro; at the
same time they should not be obliged to do so. As far
as possible, they should be allowed to develop their
own mechanisms of adjustment to the changeover;
however, the implementation of these principles
should take into account market practices in terms of
standardization. The Regulation will also provide that
national banknotes will continue to remain legal ten-
der within the boundaries of the respective national
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territories until the completion of the changeover to
the single currency. The technical preparatory work
for this Regulation shall be completed at the latest by
the end of 1996.

10. The substitution of the Euro for national cur-
rencies should not of itself alter the continuity of con-
tracts; amounts expressed in national currency will be
converted into Euro at the rate of conversion laid
down by the Council. In the case of fixed interest rate
securities and loans, this substitution will not of itself
alter the nominal interest rate payable by the debtor
unless otherwise provided in the contract. In the case
of contracts denominated by reference to the official
ecu basket of the European Community, in accordance
with the Treaty, substitution by the Euro will be at the
1:1 rate, subject to the particular terms of individual
contracts.

11. New tradeable public debt will be issued in Euro
by the participating Member States as from 1 January
1999. By 1 July 2002 at the latest, public debt denom-
inated in the former national currencies will be
redeemable only in the single currency.

12. The generalization of the use of the Euro for pub-
lic sector operations will occur in all participating
Member States at the latest when the Evro banknotes
and coins are fully introduced. The time frame will be
laid down in Community legislation and might leave
some freedom to individual Member States.

13. The public authorities are invited to set in hand the
arrangements for planning the adaptation of their ad-
ministration to the Euro.

14. By 1January 2002 at the latest, Euro banknotes
and coins will start to circulate alongside national
notes and coins. Euro notes and coins will have legal
tender status. In line with the increasing circulation of
Euro notes and coins, national notes and coins will be
withdrawn. Member States should endeavour to keep
this period of dual circulation of national and Euro
notes and coins to the minimum. In any event,
national notes and coins will cease to be legal tender
at the latest six months after the introduction of Euro
notes and coins. By that deadline, the changeover will
be complete. Thereafter, national banknotes and coins
may still be exchanged free of charge at the national
central banks.

The changeover to the single currency — Chronological sequence of events

December 1995 up to the decision on participating Member States

Timing

Actions to be taken

Responsibility

December 1995

the new currency
31 December 1996

its tasks in Stage 3

Before the decision
on participating
Member States

Adoption of the changeover scenario, including
announcement of the deadline for the completion
of the changeover (1 July 2002) and the name for

Preparation of legislation related to the ECB/ESCB
and to the introduction of the single currency

Conformity of national legislation’

European Council

Specification of the regulatory, organizational and | EMI
logistical framework for the ECB/ESCB to perform

Commission, EMI,
Council

Member States

The Commission and EMI reports under Article 109j(1) shall include an examination of the compatibility between each Member

State’s national legislation, including the statutes of each national central bank, and Asticles 107 and 108 of the Treaty and the Statute
of the ESCB (Article 108 provides that national legislations must be compatible with the Treaty and the Statute of the ESCB at the lat-

est at the date of the establishment of the ESCB).
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From the decision on participating Member States to 1 January 1999

Timing

Actions to be taken

Responsibility

As soon as possible in
1998

As soon as possible
after the decision on
participating Member
States

Before 1 January 1999

Decision on participating Member States

(i) Appointment of Executive Board bf the ECB

(ii) Set the day for the introduction of Euro bank-
notes and coins

(iii) Start production of Euro banknotes
(iv) Start production of Euro coins

Final preparation of the ECB/ESCB

(i) Adoption of secondary legislation, including:

key for capital subscription;

collection of statistical information;

minimum reserves;

consultation of ECB;

fines and penalties on undertakings.

(ii) Rendering the ECB/ESCB operational (setting
up the ECB; adoption of regulatory frame-
work; testing monetary policy frame-work;
etc.).

Council®

Member States?
ECB, Council?

ESCB

Council and Member
States®

Council

ECB/ESCB

' In the composition of Heads of State or Government (Article 109j(4)).
? Governments of participating Member States at the level of Heads of State or Government by common accord (Article 1091(1)).
® Participating Member States (Articles 105a(2) and 109k(4)).

From 1 January 1999 to 1 January 2002 at the latest
From start of Stage 3 to introduction of Euro banknotes and coins

Timing Actions to be taken Responsibility
1 January 1999 Irrevocable fixing of conversion rates and entry | Council®
into force of legislation related to the introduction
of the Euro (legal status, continuity of contracts,
rounding, etc.)
From 1 January 1999 (i) Definition and execution of the single mone- { ESCB
tary policy in Euro
(i) Conduct of foreign exchange operations in the | ESCB
Euro
(iii) Operation of target payment system ESCB

(iv) Issue new public debt in Euro

Member States
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Timing

Actions to be taken

Responsibility

1 January 1999 to
1 January 2002 at the lat-
est

(i) Exchange at par value of currencies with ir-
revocably fixed conversion rates

(ii) Monitor changeover developments in the
banking and finance industry

(iii) Assist the whole of the economy in an orderly

ESCB

ESCB and public au-
thorities in Member
States and the Com-
munity

ESCB and public au-

changeover thorities in Member

States and the Com-
munity

' Unanimity of the participating Member States. -

From 1 January 2002 to 1 July 2002 at the latest

Completion of the changeover

Timing Actions to be taken Responsibility
1 January 2002 at the lat- | (i) Start circulation of the Euro banknotes and | ESCB

est withdrawal of national banknotes

1 July 2002 at the latest
tration

notes and coins

(i) Start circulation of the Euro coins and with-
drawal of national coins

(i) Complete changeover in the public adminis-

(ii) Cancel the legal tender status of national bank-

Member States '

Member States;’
Council; ESCB

! Participating Member States.

Annex 2 — Employment

Implementation of the European Union’s
approach in the emplayment field

The fight against unemployment must
remain the top priority for the EU

1.50. As restated by the European Councils in Essen
and Cannes, the fight against unemployment and for
equal opportunities remains the most important task
facing the European Union and its Member States.

This report from the Council and the Commission is
intended to fulfil the mandate given to the latter by the
European Council to report on measures taken and
progress made by the Member States in implementing
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the Essen guidelines. Recent developments in terms of
policy and coordination have demonstrated the value
of the agreements reached at the 1994 Essen and 1995
Cannes summits, which have led to major efforts
being deployed by Member States as far as both mac-
roeconomic and structural policies are concerned.

Unemployment in the EU has come down from its
mid-1994 record level of 11.4% and is now 10.5%, con
cerning nearly 18 million people. This unacceptably
high level of unemployment affects almost all Mem-
ber States. It is the result mainly of a lack of sustained
economic growth over a number of years, rigidities in
the product and services markets due to over-regu-
lation and insufficient competition, and a mismatch
between the skills offered by the labour force and the
changing needs of the labour market due to technolog-
ical and productivity developments, causing a dis-
parity between total labour cost and productivity.
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The European Council in Essen 1994 agreed to a com-
mon effort to launch and strengthen a structural
reform process to improve the functioning of labour
markets. In this way the capacity of the economy to
create new jobs and new resources should be
enhanced. The structural policies themselves have a
role in creating growth and employment by making
higher levels of employment possible without adverse
inflationary pressures. However, such structural pol-
icies will have their full effect only when supported
by a stability-oriented macroeconomic policy that
stimulates investment and new jobs. Satisfactory eco-
nomic growth is necessary to reduce unemployment.

There are clear indications that a large part of unem-
ployment is becoming structural in nature, charac-
terized by a lengthening of unemployment periods,
and by its particularly severe impact on certain cate-
gories: the low-skilled, young people and women. The
Council and the Commission therefore believe that it
is now time to consider a further concentration of
efforts, in the framework of the Essen employment
strategy, on:

O integrating young people into working life,
O preventing long-term unemployment,

O achieving equal opportunities for men and women
in working life.

The current economic context offers a
window of opportunity

I.51. A process of macroeconomic recovery has been
under way for the last few years. The overall perform-
ance of the main factors affecting economic activity is
generally positive and offers a window of opportunity
for pursuing employment policies:

O Europe now has inflation averaging 3% — better
than in recent decades — and inflation expectations are
low;

O nominal wage increases are below 4% and real unit
labour costs are clearly decreasing;

1 Europe’s industry is performing well on world mar-
kets; exports are now stronger than imports; extra-EU
trade gives a surplus of about 1% of GDP; over the
last few years, the EU has maintained or strengthened
its position on fast growing markets;

O the profitability of Europe’s industry is now back at
levels not registered since the 1960s, but real interest
rates continue to be high in most countries;

O public finances have improved thanks both to eco-
nomic growth and to decisions taken in the framework
of the convergence programmes; public deficits are
expected to be reduced further in 1996.

The present temporary slowdown in activity shows
the need to pursue fully the strategy of a stability-
oriented macroeconomic policy. At present, economic
fundamentals for continued and stronger growth
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are in place and should be fully exploited to undertake
the structural reforms that are needed to improve the
EU’s employment performance.

The Essen guidelines for employment have
led to major efforts at all levels

L52. At the level of the Member States, major efforts
have recently been deployed, resulting in multiannual
national programmes being adopted which give a co-
herent presentation of the principal existing or
planned measures for implementation of the employ-
ment strategy provided for at Essen.

The multiannual programmes have been the subject of
wide-ranging internal debates. Their preparation
encouraged dialogue between administrations respon-
sible, respectively, for employment or social affairs
and for economic and budgetary policy. In some
cases, management and labour were involved. This
broad consultation process is in itself a major achieve-
ment of the Essen strategy.

A variety of measures have been taken to implement
the five priorities for labour market policy identified
at Essen. These were the subject of detailed reports by
the Commission and the Council. The efforts made in
the following areas were particularly significant:

O the initial training of young people, special training
for the unemployed and the encouragement of contin-
uing training;

O making the legal framework of the organization of
work more flexible, and measures which link flexibil-
ity or reduction of working time to the maintenance or
creation of jobs;

O taking into account the geographical dimension of
employment by mobilizing local actors and promoting
local employment initiatives;

O decentralizing the wage-negotiation process;

O reducing indirect labour costs, particularly for cer-
tain categories and for the low-paid;

1 reinforcing the effectiveness of the public employ-
ment services;

O revising the unemployment benefit systems and
their relationship with support schemes, in order to
strengthen the incentive to work;

O setting up arrangements to help young people with-
out basic training or experience to catch up through
access to appropriate training or ‘work experience;

O occupational reinsertion for the long-term unem-
ployed through training, placement guidance, promot-
ing local employment opportunities or recruitment
subsidies.

Management and labour reiterated their support both
for the broad economic policy guidelines as well as
for the priorities laid down in the field of structural
labour market policy. They played a key role in the
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implementation of the recent measures in these areas,
in particular through agreements on training, the orga-
nization of work and working time, wage moderation
and the occupational insertion of particular categories
in difficulty, and they have committed themselves to
strengthening their efforts in those directions.

The added value of the European Union in the imple-
mentation of the Essen strategy is illustrated by the
intensification of exchanges of information and expe-
rience between Member States, within the framework
of the Economic and Financial Questions Council and
the Social Affairs Council, in collaboration with the
Comumission. Progress has been made towards
enhanced coordination of macroeconomic and struc-
tural policies.

Moreover, programmes adopted in partnership be-
tween Member States and the European Commission
to make use of Structural Funds in the 1994-99 period
provide a useful contribution to the implementation of
the Essen priorities.

There has been a more thorough approach
to understanding certain specific aspects of
employment policies

L53. In response to the requests of the European
Council, the Council and the Commission undertook a
thorough examination of certain aspects of employ-
ment policies.

The effects of tax and support systems on the read-
iness both to create and to take up jobs and the rela-
tionship between economic growth and the environ-
ment were examined by the Ecofin Council and the
Commission.

At the Cannes summit, the European Council empha-
sized the fact that the European Union, as an econo-
mic entity, offered an additional margin for manoeu-
vre and specific added value to permit permanent
employment to be created. An initial analysis of the
mutual benefits which could accrue from closer coor-
dination of macroeconomic and structural policies was
undertaken by the Commission and a final report will
be presented to the European Council in 1996.

The European Council aiso emphasized the contribu-
tion of small and medium-sized enterprises to employ-
ment and asked for an examination of the policies
applied to them and ways of improving their effective-
ness. The Commission has prepared a report on this
subject.

Conclusions and policy guidelines

1.54. 1. The Madrid European Council should give
new impetus to, and make further progress in devel-
oping and putting into practical effect, the strategy
defined at Essen and confirmed in Cannes.
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2. This employment strategy, in particular with re-
spect to the five main areas of action on the labour
market, provides and will continue to provide the
framework for Member States’ multiannual pro-
grammes and for the development of their employ-
ment policy.

3. The implementation of this strategy is well under
way in Member States. Its success depends to a large
extent on the mobilization of institutional and econo-
mic partners, and management and labour, at all le-
vels, and in particular on the development of an inte-
grated local approach to employment policy.

The involvement and contribution of management and
labour in this process is fundamental at all levels, and
is welcome at every stage of the implementation of
the Essen strategy.

4. An integrated approach to employment policy,
based in particular on the link between macroecono-
mic and structural employment policies, should be
pursued and reinforced in such a way as to maximize
the mutually beneficial effects of these policies.

5. The reforms taking place must be pushed forward if
the current economic recovery is to deliver a decisive
improvement in the employment situation in the Euro-
pean Union. The favourable climate created by econo-
mic expansion offers a unique opportunity for further
progress to be made, with a view both to an increase
in the level of employment and to a substantial reduc-
tion in structural unemployment. Action must be pur-
sued and strengthened in particular in the following
areas:

Supporting the achievement of sound and
sustainable growth

O It is necessary to implement the broad economic
policy guidelines with continuity and determination.
In particular, wage increases should respect the condi-
tions for price stability and profitability of investment,
and budget deficits should be further reduced, drop-
ping in the medium term to well below the Maastricht
reference value of 3% of GDP. Such policies should
create the conditions for further reductions in real
interest rates and an increase in job-creating invest-
ments.

Ensuring a better operation of the product
and services markets, promoting
entrepreneurship and preserving a healthy
environment

O The completion of the internal market must be sup-
ported by a vigorous competition policy in order to
eliminate excessive rigidities on the product and ser-
vices markets (for example, on the telecommunica-
tions and energy markets). A number of structural
constraints must be removed in order to let the poten-
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tial for enterprise and employment creation, in partic-
ular in the service sector, be exploited to the full.

0O Under stable conditions of economic growth, the
contribution of small and medium-sized enterprises to
improving the employment situation must be maxi-
mized by adjusting the existing legal, fiscal and finan-
cial environment better to their specific needs, and by
encouraging them to invest in training.

O In order to exploit the job-creation potential of en-
vironmental protection, these policies should — to a
greater extent than at present — rely on market-based
instruments, including fiscal ones. Public authorities
should also promote long-term investment in envi-
ronment friendly technologies in major sectors such as
energy, transport and agriculture.

Implementing the five Essen priorities for
the reform of labour markets

The implementation of the five Essen priorities will
be pursued and reinforced through the multiannual
programmes, with emphasis being placed on the fol-
lowing.

0 Further improvements to investment in training
should be made: priority should be given to enhancing
the employability of unemployed persons, in partic-
ular low-skilled, inexperienced labour, and to reduc-
ing the skill mismatch on the labour market by provid-
ing training better adapted to the changing needs of
the labour market and promoting in-company training.
A relatively stable workforce in the enterprise will
contribute to enhancing the efficiency of these mea-
sures.

O Good practices in reorganizing work and working
hours should be better developed and disseminated.
They should lead to an increase in employment, and
measures should be taken to upgrade the jobs con-
cerned.

O Local development initiatives should be encour-
aged, by seeking the active involvement of local au-
thorities and local players, and by improving the legal,
tax and financial conditions for the development of
new areas of employment.

0 Maintaining wage moderation, encouraging the pre-
sent trend for more flexible wage bargaining and mak-
ing wage structures ‘more closely related to produc-
tivity has been possible as a result of the efforts of
management and labour. It is advisable to maintain
and intensify this effort within the framework of the
broad economic policy guidelines in order to create
the highest possible number of jobs.

0O Governments, within the available margin of manoeu-
vre to preserve fiscal stability, should aim to reverse
the tendency of the last few years to increase the taxa-
tion of labour. The tax regime on lower income levels
should be reviewed in order to remove unwarranted
barriers to work resulting from regressive tax sched-
ules in both income tax and social security contribu-
tions.
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The impact on employment of targeted reductions in
social security contributions should be evaluated. Tar-
geting should be used primarily to promote the hiring
of disadvantaged labour, to foster the creation of jobs,
especially in the new social and local domains, and to
encourage businesses to recruit more staff.

O The transformation of passive labour market pol-
icies into active ones should be pursued and strength-
ened, especially for particularly disadvantaged cate-
gories, in order to improve their employability and the
incentive for employers to hire them. To that end, em-
ployment services should be enhanced in order to bet-
ter perform their job brokerage function, in which ele-
ments of competition can be helpful. The provision of
information to jobseekers and employers should be
intensified. Technical or financial assistance for the
active search for work should be provided.

In addition, unemployment benefit systems must con-
tinue to be improved in order to remove undue disin-
centives to work, while maintaining a high level of
social protection. Closer controls on people’s avail-
ability for work should be enforced. Welfare schemes
neighbouring unemployment protection schemes
should be reviewed in order to prevent hidden trans-
fers of unemployed persons across welfare schemes.
O Efforts should be intensified regarding action in
favour of groups particularly hard hit by unemploy-
ment:

O young people: Member States and management and
labour should ensure a proper pathway to their inte-
gration on the labour market; all young people should
be provided with the level of education, training and
work experience needed to make them employable;
O the long-term unemployed: Member States and
management and labour should engage in a more
active policy for the prevention of long-term unem-
ployment; all unemployed people should have the op-
portunity of retraining or reintegration before reaching
the point of long-term unemployment.

Older workers should be given a chance to make full
use of their work experience and potential. They
should have the opportunity to undertake training and
be encouraged to do so.

0 women: through the promotion of equal opportuni-
ties in the context of all public policies affecting em-
ployment, an active policy of desegregation of the
labour market using a renewed approach to part-time
working as a transitional measure, and the reconcil-
iation of family and working life for men and women.

6. The Structural Funds should be used more system-
atically as a support mechanism for promoting the
Essen strategy.

Follow-up

7. The exchanges and cooperation which have devel-
oped at Community level in the follow-up to the
Essen conclusions demonstrate the added value of a
Community strategy and of dialogue on employment.
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In order to facilitate this approach, a stable structure
should be established to assist the Social Affairs
Council on employment matters, in partnership with
the Economic Policy Committee.

The analysis of employment-related policies is an
essential tool in this process and it is recommended
that a series of common indicators, based on harmo-
nized statistical data and on further qualitative criteria,
should be developed from 1996 to support this analy-
sis.

This process should be further developed in the com-
ing years, in particular through the national multian-
nual programmes.

The European Council meeting to be held at the end
of 1996 should be an opportunity to review the pro-
gress made on the above policy recommendations, on
the basis of a joint report from the Ecofin and Social
Affairs Council and the Commission, with a view to
further enhancing cooperation in this area. Special
attention should be given in this respect to young peo-
_ ple, the long-term unemployed and equal opportuni-
ties.

Annex 3 — Terrorism

La Gomera Declaration

L.55. The text of this Declaration was published
in full in Bull. 11-1995, point 1.5.10.

Annex 4 — Combating racism and
xenophobia

1. Proceedings of the Consultative
Commission on Racism and Xenophobia

I.56. The Consultative Commission was instructed by
the Buropean Council to go on from its discussions to
study, in close cooperation with the Council of Eu-
rope, the feasibility of a European Monitoring Centre
on Racism and Xenophobia.

At four meetings over the second half of 1995, the
Consultative Commission, chaired by MrJ. Kahn,
looked into both the scientific and technical and the
legal and institutional aspects of the prospective Euro-
pean Monitoring Centre.

Following its proceedings, the Consultative Commis-
sion has submitted an interim report to the European
Council meeting in Madrid (12008/95 RAXEN 58).
The report outlines the tasks of a Monitoring Cenire
and the arrangements envisaged as regards the pos-
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sible legal basis for it. The Consultative Commission
hopes to complete its study for the European Council
meeting in June 1996.

2. Proceedings in the Justice and Home
Affairs Council

(a) Judicial cooperation

1.57. Acting on a proposal from the Presidency, the
Council considered a draft joint action on the basis of
Article K.3 of the Treaty on European Union, con-
cerning action to combat racism and xenophobia. The
draft sets out to facilitate international judicial cooper-
ation in combating racism and xenophobia with provi-
sion either for certain racist or xenophobic behaviour
to be made a criminal offence or, failing that and
pending any adoption of the necessary legisiation, for
the principle of double criminality to be waived. The
issue of the form of legal instrument and its binding
nature and the other issues still outstanding will be re-
ferred to the European Council in Madrid (12089/95
Justpen 163).

(b) Police cooperation

1.58. On the basis of the conclusions of the Toledo
seminar on police training as regards racism and xeno-
phobia (from 6 to 8 November 1995), the JHA Coun-
cil instructed the appropriate bodies to prepare an
instrument, under Title VI of the Treaty on European
Union, in order to improve the training of instructors
at police training colleges, improve basic police train-
ing and make possible a continuing training module
aimed at a better understanding and an analysis of
racism and xenophobia so as to prepare suitable
responses on the ground (11727/95 Enfopol 148).

In early December, a European conference on multi-
cultural society is to be held in Amsterdam.

3. Proceedings in the Labour and Seocial
Affairs Council

1.59. Acting on a proposal from the Presidency, on
5 October 1995, the Council and the Representatives
of the Governments of the Member States, meeting
within the Council, adopted the resolution on the fight
against racism and xenophobia in the fields of em-
ployment and social affairs (9935/95 SOC 310
RAXEN 42).

The resolution calls upon Member States to take mea-
sures so as better to:

O protect persons against discrimination;

O fight employment discrimination;

O stimulate cooperation and the exchange of experi-
ence between Member States on working methods and
arrangements to promote social cohesion;

Bull. EU 12-1995



Conclusions of the Presidency

O develop respect for diversity and equality of human
beings as well as the spirit of tolerance;

O develop instruments of self-regulation, such as
codes of conduct, for media professionals.

4. Proceedings in the Education Council

1.60. Acting on a proposal from the Presidency, on
23 October 1995, the Council and the Representatives
of the Governments of the Member States, meeting
within the Council, adopted the resolution on the
response of educational systems to the problems of
racism and xenophobia (10621/95 EDUC 76 RAXEN
49). The resolution highlights the leading role to be
played by education in preventing and eliminating
prejudice and racist and xenophobic attitudes.

Member States are called upon, infer alia to promote
educational and curricular innovations which contrib-
ute to the development of concepts such as peace, de-
mocracy, respect and equality between cultures, toler-
ance and cooperation.

The Commission, in cooperation with the Member
States, is called upon to:

O ensure coherence among all Community pro-
grammes which promote education and training
aspects of the struggle against racism and xenophobia;

O exploit the parts of the Socrates programme
involved with the problems concerned in order to
encourage schools partnerships, exchanges of experi-
ence on intercultural matters and teacher training;

O ensure that, in the field of education, appropriate
cooperation in combating racism and xenophobia is
achieved between the Community and international
organizations, especially the Council of Europe.

Annex 5 — Fraud

Ecofin Council conclusions on the
comparative analysis of the reports
supplied by the Member States on
national measures taken to combat
wastefulness and the misuse of
Community resources

L161. A. On the basis of the reports drawn up by the
Member States in accordance with the conclusions of
the Essen European Council, and further to the request
by the Cannes European Council and to the request
made by the Ecofin Council on 11 July 1994, the
Commission has taken stock of progress in applying
Article 209a of the EC Treaty and made a compara-
tive analysis of national measures taken to combat
wastefulness and the misuse of Community resources.
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The Council thanks the Commission for the sub-
stantial comparative-apalysis and summarizing work
it has carried out and emphasizes the fact that this
constitutes a progress report to be used as a basis for
further discussions.

Although the principle of assimilation has been
affirmed in most of the Member States’ reports, this
comparative analysis does indicate lines of study for
future discussions in a number of areas where pro-
gress still seems to be needed.

1.62. B. To achieve such progress, and in keeping with
the Ecofin Council’s conclusions of 19 June 1995, the
Council considers that the discussion should proceed
in 1996 in accordance with the following guidelines,
having due regard for the respective powers of the
Community and the Member States and for the Mem-
ber States” constitutional structures:

1. At Member State level

O ensure suitable protection for Community expendi-
ture and revenue, in the context of an overall approach
to the fight against the waste and misuse of Commu-
nity resources (where necessary, strengthening pre-
vention by, among other things, improving the orga-
pization of administrative departments, effectively
applying administrative penalties, incorporating into
national law the Convention on the Protection of the
European Communities” financial interests);

O examine the possibility of developing specialized
anti-fraud structures that are multidisciplinary and
independent of the managers of appropriations;

O assess the reliability of national monitoring systems
by means of regular and systematic audits;

O improve the density and homogeneity of informa-
tion on the results of the anti-fraud campaign, includ-
ing information on the recovery of Community re-
sources, in order to meet the notification requirements
laid down in Community legislation;

O take the necessary measures to ensure that the
inspections carried out by the Member States and the
penalties they impose make it possible to achieve a
level of protection for the Communities’ financial
interests that is identical throughout the territory of
the Community;

O improve administration cooperation, operational
links between departments responsible for investigat-
ing serious and complex fraud, the resources and pow-
ers of inspection of the relevant departments, and
mutual assistance in the matter of recovery;

O reinforce the procedures for recovering amounts
involved in fraud.

2. At Community level

O ask the Commission to study with the Member
States the points on which the analysis of national
reports could usefully be supplemented (for example,
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the ‘prevention’ aspect, the question of transactions,
the results of inspections and the action taken where
fraud is detected, including recovery);

O encourage the introduction of inspection arrange-
ments that will ensure a level of protection for the
Communities’ financial interests that is identical
throughout the territory of the Community and in all
areas covered by the Community budget, in the frame-
work of the Council’s common approach concerning
protection of the financial interests of the European
Communities;

O improve and augment the arrangements for Com-
munity administrative penalties in the context of the
aforementioned common approach;

O study the necessary simplifications and adjustments
to the relevant legislation so as to define more pre-
cisely the conduct required of economic operators (for
example, consolidation of legislation);

3. In partnership

O analyse in more detail the fraud and irregularities
that have been detected, in consultation between the
Commission and the Member States, so as to give
focus to the action and create operational databases;

O step up the cooperation provided for in the second
paragraph of Article 209a by making best use of the
evaluative and incentive skills of the Advisory Com-
mittee for the Coordination of Fraud Prevention
(Cocolaf), inter alia by making it responsible for the
additional work necessary for the follow-up to the
national reports and the comparative analysis with
regard to the aspects covered by the EC Treaty;

O make financial management more rigorous by con-
tinuing the work already begun by the Commission
under its programme to improve financial manage-
ment;

O in the context of greater cooperation between Mem-
ber States and the Court of Auditors, give an appropri-
ate response to the Court’s observations;

O in the context of cooperation between Member
States and the Community institutions, encourage the
consistency of inspections and avoid any unjustified
duplication of inspections concerning the same facts,
in compliance with the principle of ‘cost-effective-
ness’, among other things through the adoption of pro-
tocols between the Member States and the Commis-
sion.

Annex 6 — Enlargement

Relations with the associated countries
of Central and Eastern Europe in the
second half of 1995

1.63. The second half of 1995 saw continuing imple-
mentation of the pre-accession strategy for the coun-
tries .of Central and Eastern Europe defined at the
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Essen European Council on 9 and 10 December 1994
and an intensification of the Union’s bilateral relations
with the partner countries.

Several ministerial meetings, both bilateral (associ-
ation agreements) and multilateral (structured dia-
logue) were held, at which important issues were dis-
cussed, confirming the soundness of the approach
adopted and witnessing to vigorous and flourishing re-
ciprocal relations.

The associated countries’ oft-repeated desire to be
anchored to the European Union was reflected in the
four new membership applications submitted in 1995,
adding to those made by Hungary and Poland in 1994.

The Council accordingly decided, on 17 July 1995 for
Romania and Slovakia, on 30 October 1995 for Latvia
and on 4 December 1995 for Estonia, to put in hand
the procedures under Article O of the Treaty on Euro-
pean Union for consulting the Commission and
obtaining the assent of the European Parliament.

1. Bilateral relations

1.64. Following the entry into force of the Europe As-
sociation Agreements with Bulgaria, Romania, Slova-
kia and the Czech Republic, and the first Association
Council meetings with these four partners in the first
half of 1995, the Association Councils with Hungary
and Poland held their second meetings on 17 July
1995. In addition to overall consideration given to the
state and prospects of bilateral relations under the Eu-
rope Agreements, the Association Councils with Hun-
gary and Poland each devoted a substantial part of its
proceedings to two particularly important subjects: the
one, progress in the process of integrating the partner
country into the European Union under the pre-acces-
sion strategy and the other, regional cooperation and
the partner’s good-neighbourly relations with other
countries of the region.

Moreover, within the specific institutional framework
of each Association Agreement, the Association Com-
mittees with the Czech Republic, Romania and Bulga-
ria met on 14 and 15 September, 12 and 13 October
and 9 and 10 November 1995 respectively, enabling
progress to be made in implementing the Europe
Agreements.

Lastly, in the period under review Parliamentary As-
sociation Committees held meetings with Poland on 5
and 6 September, with Bulgaria from 6 to 8 Septem-
ber, with Romania on 16 and 17 September, with Slo-
vakia on 23 and 24 November and with Hungary on
28 and 29 November; there were also interparliamen-
tary meetings with Lithuania (20 November), Latvia
(22 November) and Estonia (24 November). These
meetings, marked by frank and open discussion of
important issues such as the process of integrating the
associated countries with a view to accession, were an
opportunity for the European Parliament to strengthen
its links with the associated countries’ parliaments.
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. Structured dialogue

1.65. Implementation of the structured dialogue
defined in Essen continued apace during the second
half of 1995, with the invitation to the Heads of State
or Government of the associated countries to meet
alongside the Madrid European Council being the
high point of the process. Several ministerial meetings
were held in the framework of the structured dialogue:

Justice and Home Affairs on 25 September; Agricul-
ture on 26 September; Transport on 28 September;
Education on 23 October; Economic and Financial
Questions on 23 October; Foreign Affairs on 31 Octo-
ber; Internal Market on 23 November.

0 The subjects discussed at the meeting of Justice and
Home Affairs Ministers covered the adaptation of the
legal system, police fraining, questions relating to or-
ganized crime (drug trafficking, money laundering,
traffic in vehicles) and illegal immigration. In addi-
tion, a joint action programme for judicial cooperation
to combat international organized crime was outlined.
01 The Agriculture Ministers held a general exchange
of views, which established the state of play regarding
development of the common agricultural policy and
the sitnation and prospects of the farming sector in the
associated countries. After the ministers of the associ-
ated countries had set out their ideas and priorities, the
Commission commented on the development of agri-
cultural policies in a global perspective and in the per-
spective of enlargement. The Commission will present
a report to the Madrid European Council on the alter-
native strategies available in the agricultural sector in
the context of accession.

O The meeting of Transport Ministers focused on
three questions: the integration process in the trans-
port sector, a process based on a twofold strategy
involving opening the market in tandem with legisla-
tive alignment; the associated countries’ transport in-
frastructures, for which it was jointly considered that
priority projects needed to be defined; integrated
transport systems, the development of which required
a common approach, involving the participation of the
associated countries in Community programmes and
activities. On this last point, the Commission was
asked for the next meeting to explore — on the basis of
the additional protocols to the Europe Agreements —
the scope and arrangements for such participation,
with particular reference to the funding of infrastruc-
ture projects.

O The Education Ministers examined the guestion of
the associated countries’ participation in the Commu-
nity programmes Socrates, Leonardo and Youth for
Europe I, recently adopted by the Council for the pe-
riod 1995-2000. The European Union noted the inter-
est shown by the associated countries in participating
in these programmes, their priorities, and the specific
preparatory measures taken by each country. The as-
sociated countries’ participation in these programmes
could serve as an experiment and an example for par-
ticipation in other Community programmes.
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O The Ministers for Economic Affairs and Finance
discussed the reform of the financial sector, focusing
on questions linked to reform of the banking sector
and more specifically on banking supervision and
bank privatization. Another major topic of discussion
was the development of capital markets and the liber-
alization of capital movements. These detailed dis-
cussions gave the associated countries an opportunity
to describe the progress that had already been made in
these areas and to highlight those where closer coop-
eration was needed to enable them to press ahead with
the process of integrating into the Community’s inter-
nal market.

O The meeting of Foreign Affairs Ministers, which
had been prepared by Coreper and the Ambassadors
of the associated countries, dealt first with the
PHARE programme and its future role as a financial
instrument in the strategy for preparing the associated
countries for accession. Topical foreign policy issues,
significant for Europe’s stability, were also discussed:
these included the situation in the former Yugoslavia
and the challenges of rebuilding the region; various
aspects of the Middle East peace process relating to
consolidating peace and assisting the new Palestinian
Authorities in the difficult tasks which lie ahead.
Other important issues were discussed at a working
lunch, namely: relations between the European Union
and the United States, preparations for the 1996 Inter-
governmental Conference and the conduct of the
structured dialogue, a subject on which some associ-
ated countries put forward suggestions.

O Lastly, the Ministers responsible for the internal
market examined questions arising from implementa-
tion of the White Paper on the preparation of the asso-
ciated countries for integration into the internal mar-
ket, which the Commission presented to the Cannes
European Council. These discussions, which are one
further step in a lengthy and complex process, are
designed to guide the technical discussions under way
in this area and to maximize their outcome.

IIL. CFSP

1.66. The enhanced political dialogue with the associ-
ated countries of Central and Eastern Europe, as es-
tablished by the Council Decision of 7 March 1994,
continued unstintingly in the second half of 1995. It is
to be noted that Cyprus and Malta joined the process
further to a Council Decision of 17 July 1995.

In addition to the meeting of Foreign Affairs Minis-
ters on 31 Qctober, a meeting of political directors
was held on 20 October 1995. At that meeting, which
was attended for the first time by the Baltic countries,
the political directors took stock of the dialogue’s op-
eration and considered how it could be further consol-
idated and strengthened.

Following that meeting, the Political Committee
adopted new guidelines for strengthening the political
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dialogue with the associated countries of Central and
Eastern Europe, Cyprus and Malta.

Troika or plenary meetings of experts were held in the
following areas: terrorism, (13 July), the United
Nations (7 September), disarmament (12 September),
security (19 September), OCSE (22 September), nu-
clear non-proliferation (26 September), chemical and
biological non-proliferation (4 October), drugs
(13 October), conventional arms exports (23 October),
human rights (24 October), former Yugoslavia
(17 November), Central Europe and Central Asia
(22 November).

Coordination in third country capitals and within
international organizations is developing well, in par-
ticular in the United Nations and its First Committee.
A similar development was noted at the recent Confe-
rence on revision of the 1980 Convention, the “inhu-
mane weapons’ Convention.

The associated countries have moreover endorsed an
increasing number of declarations published by the
Presidency on behalf of the European Union.

IV. Specific aspects

1.67. In accordance with the conclusions of the Essen
European Council, negotiations are under way on
adapting the agricultural sections of the FEurope
Agreements further to enlargement and to the conclu-
sion of the Urnguay Round, and with a view to devel-
oping commercial relations with these countries. On
4 December 1995, the Council adopted additional
directives to those already given the Commission in
March; these additional directives relate to flexibility
in tariff quotas granted by the European Union and an
increase in those quotas.

In the same context, on 8 August, with the aim of
avoiding any, even temporary, disruption in tradi-
tional trade flows, the Council adopted autonomous
measures for 1995 concerning certain agricultural
concessions under the Europe Agreements, in order to
take account of the agreement on agriculture con-
cluded under the Uruguay Round Multilateral Trade
Negotiations. These autonomous measures, adopted
on a basis of reciprocity and in compliance with the
standstill principle, join two earlier series of autono-
mous measures which the Council adopted to take ac-
count of enlargement. In addition, a draft Regulation
now under examination in the Council’s subordinate
bodies is designed to replace the three existing Regu-
lations covering autonomous measures with a consoli-
dated instrument effective from 1 January 1996.

Annex 7 — Declaration on former
Yugoslavia

1.68. The conflict in former Yugoslavia remains the
most difficult test for the transition from a divided Eu-
rope to a new Europe based on shared values of de-
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mocracy, tolerance and respect for human rights. The
European Council welcomes with the greatest of satis-
faction, as a major step, the signing of the peace
agreement for Bosnia and Herzegovina in Paris on
14 December 1995.

The establishment of peace in Bosnia and Herzego-
vina represents an extremely important step forward,
not only for the people of former Yugoslavia but also
for the international community as a whole. The Euro-
pean Council pays homage to those who have helped
achieve that result through their efforts, their solidar-
ity and their resolve. In this connection it welcomes
the adoption by the United Nations Security Council
of the Resolution giving its support to the peace
agreements signed in Paris and implementing their
provisions in both civilian and military respects.

It is now for the parties to shoulder their responsib-
ilities in fully implementing the agreement in order to
bring an end to the war once and for all.

The European Council reaffirms the FEuropean
Union’s willingness to make a substantial contribution
to the implementation of the peace agreement for Bos-
nia and Herzegovina on the basis of the positions
stated in the Council conclusions of 30 October and
4 December 1995. The European Council endorses the
conclusions of the London Conference and considers
it necessary for the structures established to be set in
place as soon as possible.

For the immediate future, the European Council sets
the following priorities:

O it affirms the importance and the urgency of the
successor States to forrrer Yugoslavia recognizing
one another;

O it expresses its concern at the state of uncertainty
currently affecting the Serb population of Sarajevo; it
reminds the authorities of the Republic of Bosnia and
Herzegovina of their responsibility to take the neces-
sary steps so that Sarajevo as a whole can live in
safety and restore multi-ethnic co-existence;

O it repeats that the European Union is ready to make
a contribution to the implementation of the civilian
aspects of the peace agreement; it appeals to the inter-
national community also to contribute to that effort as
part of equitable burden-sharing;

O it reaffirms the EU’s willingness to continue its
humanitarian effort in former Yugoslavia as long as is
necessary; it also reaffirms the right of refugees and
displa