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Negotiations closed in

crucial free

By Fabio Pirotta, MIC research analyst

trade area

As the process of Malta-
EU negotiations enters

. into the tough stage,
Malta has closed negotia-

Why crucial?

Free trade in goods or as it is also known, free movement
of goods, is a pre-condition to being part of the European
Union’s single market and therefore to joining the EU. This
is one of four “freedoms” which also cover services, workers
and capital. Without these “freedoms” the EU market cannot
function. You cannot join the EU if you are not part of the
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tions on two important
areas which are basic to
EU membership. These
are free trade in goods
and services. On Friday,
negotiations were also
closed in another inter-
esting area, energy. In
this sixth round of nego-
 tiations since February of |
= last year, Malta also
*  obtained its first transi-
\ 1 tional period which
means extra time for our
country to adjust to EU
laws after membership.
This article concentrates
on the area of free trade
in goods.

EU market which brings together all EU countries into one
single market. This is why negotiations in this area are con-
sidered as crucial to the whole process.

To put it simply, negotiations in this area were like agree-
ing on the terms of a free trade area with the EU on
industrial goods. Non-industrial goods are covered in other
areas.

What exactly do we mean by free trade in goods?

EU rules promote free trade by banning all trade restrictions
between EU countries. Directly linked to them is the EU’s
objectives of promoting the harmonious development of
economic activities, continuous balanced expansion,
increased stability, a rapid rise in living standards and closer
relations between its Member States.

Two types of trade restrictions

Trade restrictions normally take two forms. They can either
be tax barriers when products cross from one EU country to
another or there can be other barriers which are not tax
restrictions. This means that, as a start, customs duties can-
not exist between EU countries. But nor can levies exist or




other forms of taxes. In this way, products entering one EU
country are treated in the same way as products made in that
country.

Non-tax barriers can take the form of import licences or
quotas but also measures which can have the same effect.
Again, products from other EU countries cannot be treated
differently from products made in your country.

More competition

Clearly, all this leads to free trade and to more competition
between companies in different parts of the EU. It also leads
to the creation of a single market where, by definition, there
is no import and export between one EU country and anoth-
er since all trade is internal EU trade. All EU countries are
part of this market but so are countries in the European
Economic Area (EEA), namely, Norway, Iceland and
Liechtenstein.

Trade with non-EU countries was dealt with during negoti-
ations on external relations which have already been closed.

Products covered by BJ & andards

Product G oup Products included in group
Toys

Qosnet i cs
Foodst uff s

Gass

Texiles

Foot wear

Wood

Phar naceuti cal s
Medi cal products ¥ Mdical devices, Active inplantable
ned cal devices, Invitro d agnostic
nedi cal devi ces and €l ectro-ned cal
equi pnent

¥ Refrigeration appli ances and
appl i ances burni ng gaseous fuel s.

¥ Noi se emtted by househal d
appl i ances

¥ Indcation of labdling of the erergy
consunpti on of househol d appl i ances
including | abelling & standard product
infornation of the consunption of
energy & other resources. Energy
labd ling a so covers in perticu ar
househd d € ectric refrigeratars
freezers and their conti nati ons,
househol d tunfl e dryers, conii ned
vasher-dryers, househol d di shwashers
and househol d | anps

Househol d appl i ances

Mchi nery & Equipnent ¥ Al nachinery, as vell as persona
protective equi pnent, sinple pressure
vessel s, |owvad tage equi pnernt,

el ectronagreti c conpetibility,

equi pnent and protective systens in
potentialy expl osive at nospheres,
castruction products, |ifts, pressure
equi pnent, hot water boilers, rado
& tel econmuni cations terninal

equi prent, civil expl osives, pressure
vessel s and nethods for inspecting
them aerosd dispensers, seanhess,
sted ges cylinders, and seanhess,
unal | oyed al unini um & al unini um
dloy ges cylinders.

¥ Sandards a so cover noi se enssi on
in the environnent by equi pnent for
use out door s.

Mt or vehi cl es
Rcreatiod crafts

¥ Includi ng notor vehicles, spare-parts

aggornat special edition

Good in one country, good in another

Any product that is good enough to be sold in one EU
country may also be sold in another without suffering addi-
tional difficulties. A famous court case, known as the Cuassis
de Dijon case established this principle, known as mutual
recognition of products. The only barriers to trade resulting
from differences between national laws that can be allowed
are those that are justified on the grounds of health, safety,
consumer protection and environmental protection or if they
serve some other legitimate purpose.

The situation in Malta: Exports

Malta already exports to the EU duty-free, but this is con-
ditional to Maltese products requiring a significant amount of
work input (value-added) in our country. Upon member-
ship, these conditions (rules of origin) will be removed and
complete access will be possible to all products irrespective
of whether they were produced in Malta in whole or in small
part.

There are also considerations related to the importation of
raw material from outside the EU. Upon membership, these
supplies may be subject to new or higher EU customs duties,
unless they may be sourced from different non-EU countries
which enjoy duty-free access to the EU.

Imports from outside the EU are tackled in negotiations on
the EU’s so-called “Customs Union”, where negotiations
have only just started.




The situation in Malta: Imports

As to imports of EU products into Malta, again, we already
do not impose customs duties. But in some cases we still
impose levies in order to protect local industry. These levies
will be removed by January 2003. However, levies on agro-
industrial products and agricultural produce will be negoti-
ated during talks on agriculture.

These developments will expose local companies, such as
those in the furniture sector, to more competition with EU
products and this is one of the reasons why the restructuring
exercise in these sectors is being undertaken. Those enter-
prises which already engage in some form of export or that
do not export but are willing to specialise in particular prod-
ucts, areas or markets may find restructuring easier. Other
firms may find that they may not be able to withstand com-
petition and would therefore need to redirect their business
efforts or even stop their production altogether.

The situation in Malta: Impact on consumers

From the consumer’s point of view, increased competition in
those areas where levies are being removed should normally
result to increased quality, wider choice and cheaper prices.

Standardisation

Free trade is not just free trade but comes with a long list
of EU standards or technical harmonisation on a number of
products. EU standards on products were introduced to facil-
itate free trade but also to protect the consumer from low-
quality products that might jeopardise safety.

The “CE mark” is a typical and visible sign of EU stan-
dards that most of us are already familiar with. Products
covered by EU standards include those indicated in the
table (left).

How to enforce standards
When products have been placed for sale on the market
someone must ensure that they are actually safe and are not
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in any way deceiving consumers into believing so. This is
where market surveillance comes in. This means that products
placed on the market can be checked for their standards and
quality and if found deficient, may be withdrawn. Goods may
be withdrawn even if they are already on supermarket shelves
or in shops. This is the same in all EU countries and is done
in the interests of both the consumer as well as the enterpris-
es which respect the law and would like others to do so too.

Standardisation in Malta

The Maltese law that will allow for market surveillance is
the Products Safety Act, which entered into force on
March 1, 2001. The Malta Standards Authority will be the co-
ordinating body for standardisation and other related activi-
ties. So far, close to 8,000 standards have been adopted in
Malta which amounts to roughly 80 per cent of European
standards. The remaining ones will be introduced between
now and accession.

Public Procurement in the EU

Public procurement refers to all goods and services pur-
chased by government. This is a market in itself and is lib-
eralised within the EU. Objective criteria have to be applied
in both the tendering and award procedures. All EU enter-
prises can compete for public tenders which are of a certain
value. The thresholds are indicated in the attached table.

Public Procurement in Malta

In Malta, the Ministry responsible for the awards of public
contracts is the Ministry of Finance acting through its
Director for Public Contracts. A Public Contracts Appeal
Board is being set up to decide on complaints by aggrieved
bidders.

Threshd ds for Rblic Frocurenet Qrtracts in the BJ

Riblic works cotracts —............ nat less then Ln2 mllion
Ridic suppy contracts ... ot less than Ln80, 000
Riblic service cotracts ............ not |ess than Ln&0, 000




What Malta requested during negotiations

While accepting, during the negotiations, with the EU, all
the principles that come with free trade, the Maltese
Government submitted certain requests for special arrange-
ment after making the assessment that these were necessary
to safeguard Malta’s interest in certain areas.

Four-year transitional period for pharmaceuticals

In the case of Pharmaceuticals, Malta requested four years
after membership to allow sufficient time for the completion
of renewal of marketing authorisations for pharmaceuticals
in line with EU law. EU law states that medicinal products
may only be placed on the market (in our case, sold in
Malta) if they are authorised by the competent authority (in
Malta). For pharmaceuticals to be authorised they must be
supported by certain particulars and documents. Malta called
for more time to be able to review the marketing authorisa-
tions in line with EU standards for the over five thousands
medicinal products that are already on our local market.

This means that Malta would have to be in line with EU
standards in this area by January 1, 2007, rather than by
January 1, 2003. This request was accepted by the EU and
this represents the first transitional period that has been
negotiated by Malta.

Technical arrangements for milk and chocolate products

Two technical requests were made on the labelling of milk
and chocolate products. Like the United Kingdom and
Ireland, Malta wanted to maintain its present labelling names
for 'evaporated milk' and 'low fat evaporated milk' as well as
for 'milk chocolate'. The way these products are labelled in
continental Europe differs from English-speaking countries.
Malta asked for these arrangements so as not to create con-
fusion among consumers and so as not to disrupt trade.
These requests were accepted by the EU which will now
take into account Malta’s labelling names in its law.

Restrictions on the importation of detergents
containing boron

Malta also requested to retain its present restrictions on the
importation of detergents containing boron. Malta wants to
retain this restriction in line with the EC Treaty (Article 30)
which allows for prohibitions or restrictions on imports pro-
vided these are justified on certain grounds. The EU accept-
ed that this request can be assessed after membership in line
with the criteria applied for the use of this article since such
an exemption can only be used by countries after they join.

First negotiating requests obtained

Although the arrangements negotiated in this area are very
much of a technical and certainly not of a political nature,
they still break new ground in the ongoing process of nego-
tiations since this is the first time that Malta has negotiated
particular issues. In areas that had been negotiated so far,
Malta had made no specific negotiating requests. However,
Malta did make a number of other requests in areas which
are still being negotiated, some of which are of a significant
political importance. On these we must wait and see.

Malta s official negotiating position paper on this area is
al so available free-of-charge fromMC or fromits web site:

WWW. m c. org. mt
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