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1 The Metalworking Industry in Europe

The European Union (EU) originally arose in the 50s as a com
i ng-together of six states. The six founding states were Bel -
gium France, Germany, Italy, Luxenbourg and the Netherl ands.
After four waves of accession (1973: Denmark, Ireland and the
UK; 1981: G eece; 1986: Spain and Portugal; 1995: Austria,
Finl and and Sweden), there are now 15 nenber states in the
EU.

The European Union is based on the principles of the rule of
| aw and denocracy. Its Menber States transfer their sover-
eignty to joint organisations that represent their interests
as a whole on questions of joint interest. Al resolutions
and processes are taken from the founding treaties ratified
by the nenber states.

The EU's citizens enjoy the “Four Freedoms™. This means:

® Persons nmay nove within the EU as freely as they could
previously only within a state — and w thout border con-
trols. They may seek enploynent, go to school or univer-
sity, reside or, of course, set up business anywhere
(Freedom of personal novenent).

® Goods are exchanged as on a donestic market. There are no
| onger any border formalities or certificates of origin
(Freedom of nmovenent of goods).

* Wthin the EU, anyone nay provide or take advantage of
services (e.g. insurance, cross-border installation work)
(Freedom of provision of services).

* Anyone mmy, for exanple, open accounts, transfer or bor-

row noney anywhere in the EU (Freedom of novenent of
capital).
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A prerequisite for the snmooth running of such a market is a
framework of conditions allowing fair conpetition. Sone of
these conditions are given bel ow

®* Easing of trade by the renoval of technical barriers

® Harnoni sation of indirect taxes (VAT, consuner taxes,
etc.)

® Harnoni sation and/or recognition of nornms and certifi-
cates

®* Recognition of professional qualifications
® EUwde rules for the granting of public tenders

®* Measures against unfair conpetition by |arge congl oner-
ates etc.

2 The metalworking industry and accession to the EU

Accession to the EU conpletely changes a country’s overall
econom ¢ conditions. These changes are not just a matter of
maki ng | egal adjustnments but can occasionally radically af-
fect the structure of a | arge nunber of branches of business.
Conpetition alters both structurally and in terns of conpeti -
tion law as a result of the four freedons being realised

nanely the freedom of personal novenent, the freedom of nove-
ment of goods, the freedom of provision of services and the
freedom of novenent of capital.

The | aw has to be adapted in nmany areas.
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The i nportance of SMEs in the EU
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2.1 What advantages can businesses in the metalworking industry expect?

Reductions in prices when purchasing materials

As a result of the wi der choice and stronger conpetition in
the EU, businesses can nake targeted and regular efforts to
reduce the costs of purchasing materials. |If one considers
that the cost of materials makes up between 25% and 35% of
total production costs, a reduction in purchasing costs of
only 5% to 10% woul d rmake it possible to reduce the price of
a product by between 1.2% and 3.5%

Participation in the internal market

The European internal market, allow ng nore than 378,471, 000
citizens to buy goods from other countries w thout restric-
tions, is by virtue of its size alone nore interesting than
the domestic market on its own. It is not possible to say
precisely to what extent the increase in market volunme has a
direct effect in terns of nunbers on the available market in

t he nmetal working industry. Each entrepreneur will, of course,
have to make the necessary preparations for potentially in-
creasing his own business’s nmarket share. This wll involve
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mar ket research, devel oping a marketing concept, considering
specialising, etc., taking the advice of consultants where
appropri at e.

Abolition of border controis

OnMng to the freedom of novenent of goods, there are no bor-
der controls in the EU Border controls with their related
formalities, bureaucracy, hold-ups and delays in paynents
make a donmestic product nore expensive. Getting rid of these
costs neans i nproved conpetitiveness for business.

Regional subsidies, research programmes

Sonme regions of the EU that are poorer than the average re-
cei ve special assistance fromthe EU s structural fund.

Improvement in guality

Increasing demands for better quality do not stop at the
doors of SMEs. Even if official certification is frequently
too expensive, systematic work in all divisions in line with
quality guidelines will be necessary.

2 2 What disadvantages should the industry be afraid of?

Stronger competition

Most of the conmpanies in the netal working industry are afraid
of increased conpetition upon entry into the EU.

Wth the same cost structure in all the EU nmenber states,
differences in price can only be achieved through inproved
productivity, better purchasing of materials, |ower personnel
expenses and/or better managenent. All conpani es have access
to these nmethods of inproving their business.
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Price reductions based on mscalculations admttedly push
mar ket prices down but endanger the continued existence of a

conpany.
Fears that foreign conpanies will increasingly set up here
are not backed up by experience in the EU, according to which

popul ation nobility, at below 2% is very |ow

Most SMEs provide their services within a radius of 50 to 80

kilometres. This will not change significantly after entry.
As before, conmpanies will be building on strong econom c and
enotional ties to the local comunity. This will continue to

give them a conpetitive advantage, especially when it is good
qual ity that counts.

The problem of foreign conpanies “working their way in” is
therefore only relevant to those close to the borders i ncl ud-
i ng, independently of the EU, those of Switzerland and the
“transition” countries. Set against this, deliveries by com
panies in the netalworking industry outside the EU to subsi -
di sed regions of the EU have to be cheaper by the anpbunt of
the EU subsidy in order to be conpetitive.

High unemployment

SMEs in all EU countries have proved to be particularly re-
silient to critical situations, which shows up in signifi-
cantly | ower unenploynent in the metal working industry.

Provided there is a socially acceptable mninmm |l evel of em

pl oynent, dealing politically wth the problem of unenploy-
nment remains a natter for the individual nenber states.
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2.3 The EU internal market and the 4 freedoms

The free movement of goods:

® Mutual recognition of nornms and certificates
® End to border controls
®* End to rules on certificates of origin

® Participation in the EU s VAT system

The free movement of people:

* Freedom of novenent for enpl oyees

®* Freedom for entrepreneurs and freelancers to set up
branches

The free movement of capital:

®* Foreign currency accounts and | oans

* Freedom of foreign exchange

Freedom of provision of services:

® Cross-border business (installations, public-sector con-
tracts, etc.)

® Mutual recognition of diplonmas and certificates of conpe-
t ence

231 The free movement of goods

End to border controls and rules on certificates of origin

Upon entry into the EU, there is an end to all borders, bor-
der controls and rules on certificates of origin. This neans
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t hat goods can be supplied and sold wthout any trade barri -
ers, duties or other restrictions such as waiting at borders.

Tax harmonisation

The EU s aimis to harnoni se national taxation systens to al -
| eviate border controls, admnistrative effort and distor-
tions to conpetition.

Consuner taxes, for which mninmmrates have been laid down,
differ only mnimally between EU nenber states. Taxes are
only raised on products in their country of destination so
they can nove freely within the EU until they reach their
destination. Private travellers pay VAT and pro rata consuner
taxes in the EUin their country of origin.

Income tax is not affected by EU entry.

European standardisation - the EUROCODE programme

The ai m behi nd European standardi sation is the harnonisation
of norns throughout Europe to ease the exchange of goods and
services by the renoval of trade barriers that can arise from
differing technical requirenents. CEN, Europe’s mnultisectoral
standardi sati on organisation, has the task of working out
norms that conform to the basic safety requirenments in the
directives. These directives are binding on every country but
| eave them to choose the neans of achieving the goal laid
down within the prescribed tine.

Here is an exanpl e of European standardi sation:

EUROCODE for steel construction work:
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History

1971 Publication of the “Council Directive concerning the co-ordination
of procedures for the award of public works contracts* (Public
Wirks Directive)

1988 Publication of the “Council Directive on the approxinmation of
|l aws, regulations and adm nistrative provisions of the Menber
States relating to construction products” (Construction Products
Directive)

1990 Mandate to CEN to i ssue EUROCODES as prestandards (ENV)

1998 Start on the conversion of the prestandards into final norns

Current breakdown

EUROCODE 0 Princi pl es of planning structures

EURCCODE 1 Actions on structures

EUROCODE 2 Desi gn of concrete structures

EUROCODE 3 Desi gn of steel structures

EUROCCDE 4 Desi gn of conposite steel and concrete structures
EUROCODE 5 Desi gn of tinmber structures

EURCCODE 6 Desi gn of masonry structures

EUROCODE 7 Geot echni cal design

EUROCODE 8 Desi gn provi sions for earthquake resistance of structures

EUROCODE 9 Desi gn of al um ni um structures

Machinery Directive and CE Mark

No machines nmay be sold or used in the EU without a “CE
Mark”. The “Machinery Directive” nmkes the mark conpul sory
and contains details of the safety measures that need to be
carried out.

Along with machinery for conmercial, private and industrial
use, the safety concept also has to cover buil di ng conponents
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that have a safety el enent such as feeding devices and safety
appl i ances.

For machines that do not function independently but are in-
stalled into other machines or plant, there has to be a dec-
laration by the nmanufacturer at the tine they are taken
apart. This will include a prohibition on their use until the
whol e plant in each case confornms to the Directive.

The safety of the machines nust be assured, first in the way
they are constructed, second by the inclusion of safety ele-
ments and thirdly by information on the dangers involved in
the operating instructions or on each machi ne.

The manufacturer must also produce technical docunentation
listing the neasures to be taken in order to achieve safety.
This techni cal docunentation thus becomes an integral part of
the machine and a conpul sory requirenent for the affixing of
t he CE Mark.

The manufacturer of a machine certifies his conformty to the
Directive by his declaration and affixing of the CE Mrk

Whoever nerely clains conformty and affixes a CE Mark w th-
out preparing the technical docunentation or w thout adhering
to the Directive in every aspect, risks punishnment in the
formof a fine, a prohibition on selling his products, a de-
mand to do nore work on the machi ne concerned and/or the re-
call of any machi nes already delivered.

232 The free movement of people

Prior to EU entry, the freedom of personal novenent (freedom
to set up branches) and the freedom of provision of services
(cross-border work) are of nobst concern/interest.
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Free choice of working location

The principle of the free novenent of people enables every
enpl oyee who is a citizen of an EU Menber State the free
choice of working location in any Menber State in accordance
with the principle of treatnent equal to that granted to
citizens of that state. The aimis the creation of a cross-
border | abour market. Enployees are EU citizens and, as such,
to be treated absolutely the sanme as citizens of the country
where they are working. EU citizens may now work in any Mem
ber State without a working permt. Wages and other working
conditions nust be the sane for all enployees. Social secu-
rity regul ations ensure that enployees working in another EU
Menber State can add together entitlenents built up there and
not | ose any.

The only exceptions to the foregoing are for those in the
public sector if the work involved is related to sovereign
matters. Only citizens of the country involved may do this
wor K.

Freedom to set up branches

The freedom to set up branches gives those pursuing a trade
and freelancers the opportunity to be comrercially active
t hroughout the whole area of the EU. Here too a citizen of
anot her EU Menber State has to be treated the sane as a citi-
zen of the home country when he conmences trading.

Rules on recognition of qualifications

The professional systens of qualification in the various Mem
ber States are not wuniform Recognition of professiona
qualifications/certificates of conpetence is consequently a
significant prerequisite for the free novenent of people.
There are specific directives for many professional areas.
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Since, however, the rules governing access to a profession
are very different in each of the Menber States, an interim
nmeasure has been the introduction of so-called transition
gui del ines. These generally |lay down recognition of a spe-
cific period of independent practical work in lieu of denmand-
ing a certificate of conpetence in the country of choi ce.

To date there has not been an aval anche of new busi nesses be-
ing set up in Menber States. O course, this is also related
to the conparable overall economc conditions in the
nei ghbouri ng EU Menber States.

233 Freedom of provision of services

In addition to the freedom to set up branches, freedom of
provi sion of services guarantees that all are equally enti-
tled to offer services inside and across borders.

Every entrepreneur is entitled to send his workers and sal a-
ried enployees to provide services in another Menber State
provi ded he respects the prevailing legal regulations in the
host country. Decisions on this are a matter for each Menber
State. But, in principle, entrepreneurs and their enployees
cannot be required to pay pension and social security contri-
butions etc. tw ce.

234 The free movement of capital

In order to guarantee the free exchange of goods and ser-
vices, freedom to transfer noney and nove capital is an im
portant prerequisite.

Li beralisation and the associated increase in conpetition

should allow a drop in the costs of capital, a reduction in
the financial burden on conpanies and easier access for sav-
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ers and borrowers to the international credit and insurance
mar ket s.

There are many kinds of business within this area enconpass-
ing the taking of holdings in conmpanies, acquisition of prop-
erty, paynent of insurance prem uns, making gifts, warranties
and guarantees as well as share, debenture and |oan transac-
tions.

3 Strategies for success in the EU

Al though the EU offers many opportunities and few risks to
those in the netalwrking industry, a conpany’s success de-
pends heavily on its internal structure.

Company analysis and costing

Every firm should be aware of its strengths and weaknesses.
The nost frequently occurring fault in an analysis of the
nmet al wor ki ng industry was the |ack of data, the “key manage-
ment figures”, which should serve as the basis for rationa
busi ness deci sions, for exanple:

® A full costing in its sinplest form for calculating the
breakeven points or in the formof a contribution costing
for bottl eneck-oriented decisions - and these have to be
regul arly checked

e A fair allocation of costs and proceeds to their source
by product, cost centre or division

® Budgeting, planning liquidity, checking the state of fi-
nances, etc.

Only when this basic operating information is to hand, can an
entrepreneur give thought to organi sation, strategies and vi-
si ons.
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Marketing

Mar keti ng does not just mean advertising and sales. It is a
nost basic approach, in line with which all actions within a
conpany, from picking up the phone to delivery and after-
sales, are carried out with the custonmer uppernost in mnd.

Quality

Working out quality assurance systens is above all essential
for those conpanies in the nmetalworking industry that are
supplying industry. The aimin the EU is to guarantee conpe-
tition under a uniform kind of quality standard. Certifica-
tion systens can help entrepreneurs, as they require and al -
|l ow the systematic analysis and inprovenent of all working
procedures and al so positively affect sales.

Co-operative ventures- Business Partner Search Database

DG Entrepri se manages the partner search database, which con-
tains a |arge amount of cooperation profiles. The database
was devel opped in the framework of the cooperation networks
BRE and BC- NET.

The BRE (Bureau de rapprochenent des entreprises) was created
in 1973 and the BC NET (Business Co-operation network) in
1988 with the objective to pronpote cross-border co-operation
and partnership between SMEs. The two instrunments were de-
signed to help conmpanies to identify, via internediaries who
fed a database, other conpanies with which they could co-
oper at e.

Foll owi ng two negative evaluations and with a repositioning
of the Conmission's activities, the decision has been taken
to close the networks at the date of Decenber 31, 2000.
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In the neanwhil e, the database which was at the centre of the
networks, continues to function and to receive co-operation
profiles introduced by the fornmer nmenbers as well as by all
Euro Info Centers (EICs).

The main features of the cooperation profiles database are:
e its extensive geographical coverage;

e« the broad dissem nation of co-operation opportunities
via the users

Thanks to these features, the database can be regarded both
as a catalyst for co-operation and as a forum for dial ogue
bet ween econom ¢ operators. Partner-searches for co-operation
of all types (general, financial, comercial and technical)
and in all sectors are possible via the database.

Through t he dat abase, the Comm ssion seeks to encourage | ong-
| asti ng co-operation agreenents between enterprises wth the
aim of expanding their transnational activities and increas-
ing their conpetitiveness.

The co-operation database operates through internediaries
(professional, private, public or sem -public bodies) ensur-
ing that co-operation offers and requests are transntted and
di sseninated at a regional, national or international |evel.

The internediaries' role is to support, advise and/or help
SMEs in carrying out their activities to locate suitable

busi ness partners.

For nore information: http://eic.cec.eu.int/psd/
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Various contact addresses

Ger many:

France:

G eece:

Net her | ands:

Italy:

Austri a:

Belgium:
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Bundesverband Metall — Vereinigung diverser Metall handwerke,
Ruhral l ee 12, D 45138 Essen

|G Metall, Lyoner Strasse 32, D 60528 Frankfurt am Main

Fédération Nationale de | Artisanat et des Petites Enter-
prises de la Métallurgie et de |a Mécatroni que, Lyon

Al um ni um Associ ati on of Geece, Leof. Kifissias Street 115,
GR- 115 24 At hens

Met aal uni e, Einsteinbaan 1, Postbus 2600, NL-3430 GA Ni eu-
wegei n

Assonechani ca- CAN, Via G A Quattani, 13 — 00161 Ronm

Austrian Federal Econonic Chanaber, Wedner Hauptstrasse 63,
A- 1045 Vi enna

Vlamef - Vlaamse metaalfederatie voor de KMO, Spastraat 8,
1000 Brussel, tel 00 32 2 238 06 15, e-mail:

vlamef@unizo.be, www.vlamef.be
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