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ey am g]wd to be ah]ﬁ +0 addvuns iha Fnrﬁnﬁan ParilaMﬁn‘ oy an lShuurrﬂ

7f Company Statuta and in parﬁlcular the rapporteurs most ln?ﬂlVbdf

77 ;fMTo P1ntu“9 Mrs Adamm and above’ a]l Mr. Brupgare Hb &rﬁ'wmll waarc of

Yo Introduction - -

',,JgnL1>c¢ny 08 the. Eur@pean Gompand Statutes Fivat of all 1 woulw 11&6

',;ﬁo thaﬂk tna mambers of thc Lommlttees concernea w1th the Europaan

the tlme and atbentlon whxch has bean spent in considering aﬂd zmpvﬂan
'*_our orlglﬂal prooosalg Ths rasult is a report and 8 proposed ragolut10n

,of outstandzng qualltye

It is perhaps particularly satisfying in that the proposed Statute is a
clear example of how article 235 of the Treaty of Rome and the parliamenmtary

procecure which it requires can be used in a congtructive and important wmye

The Commiseion welcowmas the fact that all the Comuittees of the Europsan
Farliawent have recognized the value of the proposed nsw legal form, 3ul

it is appfopriate for me at the start of this important debate to state

~ why the European Company Statute is so signifioanfo'l'will do so first in

' very general teime and then I would like to develop my answer in a somewiab
more deteiled mannere Finally, I propose to’ deal. as briefl ly as I can with

3 or 4 specific issues of particular importance upon which you must reach

decisions; concluding with the most impor%ant, employee participation.

IXe The Significance of the Furopean Company Statute

To begin then, why in general terms is the Buropean Company Statute
gignificant? | . |
Recent events provide us with part of the answer, probably the most
important parte The Community?s ability to respond effectively to the
political problems which arise today, and will undoubtedly arise in the
future, dopends to a great extent upon the existence of solid structural
foundationse Without such a structure, the Community is like a modern
building without its steel frame. When the wind blows, it will fall

aparte



?iDne of ihn é?enjnts 1n thla ntruvtural fmundutzou, ﬁﬁ1 perhags

entrul ccmponenv, buL cortalnjy 1mvorbant, in a uomion'lﬁg%l tfaMﬁwoﬂP‘

'TVThe Eurapeqh bumcany Statute is a smgn;fxﬁant pﬂzﬁ of that common 1Qbul

'f?fPWMQHUPher L .

:‘ Thef1abhér aqonomic trading arrangémenté appropriate to the 1950'e and
7f60{éﬂw11lrnat enablea us to mset the greater challengne of the 1970%a
:4ané 803, HWo muet nove on to construgt a compon market in the full sensos
‘a #0lid economic, smocial, and legal foundation for the Community. If we

“do noet, we know what will happen when the wind blowse Rocent evenis hava

given us fair waming.

,But,there is aiso a second answer to the question of vhy the Ruropean
Company Statuie is signifiocante It is significant becsuse it has been
drafted so as to take account of the basic purposes which we seck lo
achieves In pax¢1 cular; %o palaphraub the Treaty, fairly digtributed
and b alonced ngroveﬂez ;s in the welfare of the peoplen of tha.Ccmmuﬁity
 taken as a whole. This is not the less important in e poriod when

aconomien are growing more slowly.

As we shall see, ths Buropeen Company Statule seeks to promote theno
objectives both dirsctly in its own provisionsy and indirectly in sc far

a5 it constitutes a sound basis and stimulus for further legislation.

I will now attemwpt to develop theso two general themes in greater detail
to explain first the role which the Eurcpean Company Statute will play
in the framework or foundation which we must construct, and second

the manner in which it furthers the fundamental social objectives of

the Commnitys

IITe The Role of the Muronazn Company Statute as Part of tha Fromework
or Pounuutzow oy > Cormmnity

The role of the Enropean Company Statute as part of the framework is to
encourags tho formation and concentration of business enterprises at

the Baropean level by providing a modern, rational structure for these
enterprises., (n a phrase, it is to create a common market for Eurcpean

enterprires,




e e Rk L

ﬁAs ye+ aur enterprlse% do not have the opportunlty of act:ng throuﬂhout B
'the Communlty in the same way as they can within the unngle M@mber %tate S

° !1n whloh they are 1ncorpoxxtedo They have to contend with serious 1ega1,

ipractloal and psychological difficulties 1f they -wish to engage in certain
crosp~frontier operations. Cross-frontier mergers arc normally imbossiblee
The cross-frontier formation of holding companies or subsidiaries, though
possibla,'is difficult, because national company laws are in principle
territorial, The resulting complexity is an undeniable disincentive to
cross~frontier transactions within the Community. Moreover enterprises
cannot adopt legal structures which are appropriate to the scale and
req&iréments of the Furopean market in which they operate or may wish

_to operate.

The European Company Statute will provide them with such a structureg
and moreover, a structure of a modern sophisticated kind which offers
protection for the,légitimate interests of all concerned in the running

of the enterprise: shareholders, creditors, and not least employeess

In making this structure available, the European Company Statute will
provide a real stimulus for economic activily throughout the Community.
For enterprises will have the opportunity to choose a modern corporate
form which enables them to operate as Européan enterprises and thereby
increase their efficiency, competitiveness and strength, in their own

interest and in the interest of society as a wholee.

I would like however to make the important point here that the Commission
is not making the proposal because it believes that Ybigger" means

"more efficient". There is evidence that more often than not the contrary
is truee. The purpose of the Buropean Company Statute is not to encourage
bigness as such but to free enterprises from legal, practical and
psychological constraints deriving from the existence of nine separate
legal systems. These constraints at present inhibit enterprises from
arranging their affairs and their relationships with other enterprises

in the manner which would otherwise be the most efficient and profitable
just as a national company does in relation to its domestic market, '
Smaller and medium-sized firms can benefit as much as large ones from

this opportunity, and in my opinion will undoubtedly avail themselves of it.




"z;:Hnreover, as I have samd, the Khrmpean Campany Sfatuta in part of bha

5 5iframework whlch We are bulldlnp, but it is only a parte It will be

pumplemanted by approprlate ingtruments in othar fieldes inatrumanta

" to control mergers adversely affecting competition and t0 ‘channal, capital
investment, in rﬂldtion to particular regions for example. But company
law haé'néVe# been the vehicla for such measures and for this reaéon

the Europeah Company Statute does not speak of them. Howover, it is
impoftdnt to remember that the Eufbpean companies will be affected by

such instruments in the same way as enterprises with other forms.

Similarly, the Statute does not exciude the possibility of employees
participating in the profits or assets of a Buropean Company, a matter

which will be of increasing interest in the future.

In this connection I would like to make one further commente. We agree
that Community instruments dealing with related matters should be cow=

ordihated as far as possiblee. We are attompting to achieve thise.

IVe The Role of the Buropean Company Statute with regard to Fundamental
Social Obijectives

Turning now to the question of broader sociél objectives; the European
Company Statute makes an obvious direct contribution to the objective of
fharmonious development of economic activity”e. For the mechanisms which
lit proposes ensure that adequate recognition is given to the legitimate
interests of all who are involved in the operation of the enterprises
shareholders, creditors and employees. I shall return to the matter of
employee participation subsequentlye It is sufficient to say here that
the two~tier structure of supervisory board and management board, the
recognition thatremployees should béirepresented on the supervisory
board, the provisions concerning the right of the Buropean Works Council
to approve specific management decisions, and the rights of sharehoiders
in general meeting constitutera sophisticated response to the problem of
reconciling the principal interest groups in our societies, It is
difficult to exaggerate the importance of this problem, We ﬁust actively
seek the means whereby the conflict which too often prevails at present
ig replaced by dialogue and co-decision, or when it is inevitsble, as it

sometimes will be, at least takes place in a more enlightened atmosphere,




: fThnrFﬁippé5ﬁ°Cb&panyféfsﬁfgétprefthcugh'uﬁdoﬁbtedly not the only means

to that end, is an important contribution.

Ag for the indirect contributions of the Furopean Company Statute as a
basis for further regulation and legislation, we should first congider

the role which it will play in the development of Community policy with
regard to the multinational company. The Statute will facilitate the
formation of new multinationals, but a new different type of multinational.
Maltinationals who choose to take advantage of the new Buropean form will
all have the same transparent structure and obligations in relation to
shareholders, creditors, employees and society as a whole. The basis of a

- modern, uniform company law applicable to Ruropean multinationals throughout
the Community will have been createde The European Company Statute thus
provides an opportunity for us to develop in the future sound measures

for achieving a balance between on the one hand the benefits to be

achieved from free competition, for example, a better use of scarce
resources, and on the other hand, the problems caused by the activities

of unrestrained larges<scale economic entities operating intermationally. B

Such an opportunity is of great valuee.

Finally, in this connection let us not overlook the effect that therr
Furopean Company Statute will have on national éompany lavise it does not
seek to replace those laws and will not do so. It will exist alongside
thems But I am of the opinion that its modern lines will attract the
attention of those concerned with company law throughout the Community
and that it cannot fail to have an effect on their thinking, I am
positive that this process will be beneficial and will give added impetus
to the trends towards convergence which are already discernible in the
various national systems, and are wholly desirable from the Community's

point of views

Of course, we must not lose sight of the fact that the proposed company
structure is not just a theoretical modele It must be workable, capable
of effective decision-making and actions Otherwise we will;have failed

in our taske




Now let ma deal as briefly as [.con with problens in porg Lpeoific aveas

which have to be reeolved Botere the Ruvopsan Goupany Shetule boconss a
paxrt of Community law. First let me say that if Parliguent accepts the
amendinont g proposad by the Legal Comuittea, then the substance of a gragt
number of those assudnents ags accaptable to the Commissione Thoe smondnouis
in question are those relating to the Tollowing articles: 4; 63 8y 9; 193
273 423 465 55; 57 933 60; 64; 173 83 parsgrephu 1y 3y 4y end 5; 804
897 935 95; 98; 99; 1005 1025 202 ay 103; 103 ay 1085 1073 108; 1093 1105 -
1115 112; 113; 114; 1165 117; 1195 120; 121 123 subparagraphs 1 (), 1 (g) '
and 1 (i); 124; B5 subparagraphs 1 (b) and 1 (c); 1265 127; 1285 1303 1313
1325 138; 139; 1405 141; 142; 1435 1445 144 a3 1455 2475 2495 255; 2643
2693 2713 2743 2835 284. R

L1
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We especially agree with poiut 5 of the proposed resolution relating to
harnonisation of taxation, Wo 1too strongly share the view that the necessary

work, which ig the responsibility of the Council; be spassdsd up,.

Lot me now deal with those matters which do require further consideration

and comitent from me,

First I shall deal with the problem of access to the Buropean Company form
which is limited at present to existing "sociétés anonymes® or analogous -

- companies which desire to undertake certain specific crossifrontier operations,

The extension of accsys fo other corporate forms ig in principle attractlveo,
- Accordingly the Commission agrees with the Legal Committes's proposal to
enlarge access to the Turopean Company to include other corporate forns,

for example companivs with limited responsibility and co<operatives,

Such firmg however would be able to have access to the Buropsan Company

form only by forming a common subsidi ry.

As for allowing access to companies which have already performed a cirogg=
frontier operation and are engaged in activitly oun a BEuropean Bcale, the
Commigsion agrees that in principle such enterprises should be aduitled,
but the problem of formulating a'xule to define the kind of cross-frontier

operation which would quealify an enterprise has proved immensely difficult.



10 Louﬁﬁnlua h the kadrtiey

Horeaver 58 enpcgpp;ugﬁ w111 not find,it unduly difficuid Lo ddopt Lo

form of a Furopean Company if thoy wishe

The Cormisuicn plun acceplts the Legal Commdttects provoeal to lower 4k~

r@quirad mjnﬁmum capital for fowmption of a Ruropean Compary 28 a

'7;common sub51d1a1y from 250,000 to 100 000 unite of account. It furthar

f*pvﬂpoace—ts,lnwsr provoriicvately tha figuren for the other mades of
1:f0rmatlnu*(hy narger o holding c&mpany) fronm 500,000 to 250,CG) units

mccount .

The gsecond problem with which T wish to deal now is the problem of plurnlity

-of gealse

I¥ may be that where two enterprises are clogely linked by tradition; nams

or otherwice to the countries in which they heve their registered oilicen,

to oblige them to choose one registerad office in one cowntry will cons titute
a digincentive to their ccmbining as a luropean Compenye

On the other hand, the Coimicssion is of the opinion that the Comventici oil
Jurisdicition and the Enforcemeni of Civil and Commercial Judgements concluded
in 1968 between the Hembers of the communluy pravents a situation arisinq'
wheraeby geverel CGouvrts in diflarent coumiries might be competént ﬁo*dgcida '
the same case involving a Furopean Company and might reach diffevent '

COﬂOlH“lOﬂug

AccordjnWIy, there recms to ba no reason for imposing the possible

disincentive of obliging a Edrooedn Compary 1o have a 51ng]e seate

The thixrd probleu concerns the sanctlonm for the criminal OfLCuCGS ligt=d

in the annex to the European Company Statute, The Statute as presently
drafted imposes on the Member States the obligation of creating offences

to cover the conduct described in the annex. The legal Committee has propesed
that we should go further and draw up a Conmunity directive to establish

the mature of these offences and the appropriate penaltiese

Indeed, from the conceptuval point of view there is much to commend the

¥

proposal

ol




~“Howavewn; to &tcwmﬂi—ca ugaw up a djsuctLvo du “u; ,gfu' kﬁuii
Bl 1] .

conplicotbed thy sencitive area of criminal mr&udigiicn'&nd
- R v - - t .

njp:)t

';,prmcedure, Vha creato more problems than we would solve and deluey

Ha ud@),aon ol o propoced Stoatuios Phe Compinsian g ol Yho GW;A&,,
*that it will be sufiicient in practice to ensure that cowrtuin piachices
. hecome oriminal offences and to leave the penalties and asvooiated

procadnres Lo nntlioral laxislotion.
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The firal issue upon which -wisn to address yeu is perhaps the most
difficult of all: the provlem of the manner in which the Sftatute should
organize the partlowpdtion of the employses of the Furopean Comparyy,

and in,particular, their mepresentation on the supervisory hoard

As we have already sceny the Divopsan Company Statute does not treat the
new legal elruciure simply as a moans of organising invested cupitals
Recopgnition hag beca siven $o the interasts which employoss have in fhs
enberprises in which they worke Moreover it is clear that the basic
purpose of the Stainvie, vhich is to croate a Karopesn corporate form,

requires that the Btaluic conteins wniform nrovigicns as to employse

ot

x-

pardicipations Reliance canoeot e placed on th : varylng eystems'of
employee participation prevailing in the Momber Stotes. We pugt create

a common system for the Statutes
The principles of the aystem which we have proposed are well known to you.

The Cormission welcomas the Ffact that all Committees have agreed on the"

theeao fundﬁmenmal principles, namely the principle of es tabllsnlny a’ : 7
&uﬁpeaﬂ Works Council with rights of information, consulitation and apérovali?f
rwith regard to specified management decigio 53 on the prinéipleVOf 7
wepresentation of the cwployses on the supervisoxy board; and on ihe
'principle thav Buropean Companies should be able to conclude collective

sereenents at the Burepsan levele Such collective bargains way well

~

bezcome instruncnts of graat significance in the futuree



(1) Buropean Works Counoils e

Inrrclntion to thae praﬁisionn concorning the Ruropean Horks Council,

two propoanls have been made. Firgt, there is the proposal for the )
1ntroductlon of uniform election rules (whlch would also be used in

the electlon of workerg! representat1ves to- supervxsory boards)

Second, there is the proposal to enlarge the 313t of management
decigiong. subgect 1o the pr:or approval of the European Wbrﬁs Councll

to 1nolude the closure of the undertahlnm or parts of ity and the 7
settlement of a social plan in the avent of closu*%. I Hlll deal w1th
these proposals in that order.

The 1ntroduct10n of uniform election rules has been proposed by the
‘Legal Committee because of the absence of national election rules for

" works councils in the United Kingdom and Ire]and to which the simple
renvoi to national law originally proposed by the Commisgion night apply.
The Commission approves of the introduction of uniform election rules
becaunse it believes that the role of the employees{ representatives; and
in particular of the European Works Council, will be grpdt]y strengthened
if all representatives are elected by a demooratlc election procedure

giving them a common legitimation.

To turn to the question of the Faropean Works Councilts power to approver
closures and the associated social plans; the Commission takes the view i
that employees should have the right through their representatives to
approve social plans to deal with the consequences of basic economic
decisions taken by enterprises. These social plans deal with matters
immediately affectlng the interests of the employees, waever, the right
to approve a social plan should not be a right to an indirect veto of the
basic economic decision itself, Accordingly if the plan does not meet
with the approval of the employees, it is right that there should be an

1ndependent arbitrations

Such a social plan requiring the approval of the employeces® representatives
'andfindependent arbitration has been a consistent part of the Commission's
policies with regard to mergers and amalgamations. For example, you may
remember our discussion last year on article 6 of the proposal for a
third directive on mergers between "sociétds anonymes® of Jhnuany 1973

~ The same idea is to be found in chapter 3 of the proposal for a dircctive




on ki 7 'foiial rxghts and advanﬁaﬁes of. employees in the ‘cane of mar eru,: - i
r;t&PGOVOT 'and amaluamatlong oi May 1974+ Tt is thernfore wholly jus tJflcd to eftcnd,.?fj
"”chc pr1n01ple and to :inelude 1t in bho Ihropean Company Statute in relation to

{ _closures,d proponad by the Logal and SOplal,Aff&lrs Committeess

Provided employees' reprosentatives havaisudh'rights, there ia no necessity to give
them the right to approveTbr disapprove the closure itselfs In the opinibn,of the
Commissgion iﬁ'isrthg éupétviaory board by reason of its mixed cowpcsition which is
best able to fééol#éfthééérbasio economic questions, and to reach a decision which
congtitutes a Iéagéﬁéble valance of the vorious intercsts involved in relation to
the closure of an enterprlse, which in many cages may no longexr be economlvally
v1able. Neither the Buropean Worls Councll nor the shareholders meeting which each )
represent one interest group only, should have the rlght to approve or dlsapprove

_ the fundamental issue of the closure itself, '

(2) The Supervisory Board

~ Finally, I turn to perhaps the most crucial subject of today's debates the

compositidn of the supervisory board.

The principle of employee representation on the supervigery board seems, I am gladr
to say, to be generally accepted within the Committees ofrthis Parliament, at least
as regards the Buropean Companye. Perhaps this is the most opportune moment to cbserve '
-~ that of course any solutions which are developed for the European Company do not
inevitably set the pattern for the proveosed fifth directive on the structure of
"sociétés anonymes" and analogous companiese There is no doubt some link between the
two, but approximation of nine national sysfems with their own long standing.
traditions of industrial relations is a different, and more difficult matter than ;1

the creation of a new optional European forme.

I would like to take this opportunity to announce that the Commission intends to
publish in the autumn a document of the kind known in the United Kingdom as a -
"Green Paper"a This will provide a record of the present positions and {trends
throughout the Community with regard to company structure and employeé participation.

The basic purpose of the document will be to provide in a convenient form the TEH

E5TE necesuarxf?br a constructive consideration of the fifth directive.

Though . the principle of employee representation on the supervisdry board appears
to be'accepted, there appears however to be no discernible consensus yet as to how

- best to implement the principle in-concrete termse

:'The Commissidn's,originalrproposal was that employees should have one third of the
geats on the supervisory board unless a greater proportion is specified in the

Statutes of the Iuropean Companye
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But glnue the Commlsanbn DTUPOJ'u'tb“ arop an Company taiute with ”j*:

S ~mploye@s' reprosentablon on thc supurc ;o;y‘boards, 1ncrﬁaaed powurx

for work councils, and collaou;v bargsining, a constructive and fars

v 4 B¢ v
rquhzna debate “hay ﬁcVGlupud—lu all Lo Membor Slates of the Covmand ty
“and; indeed; in this Parliament, I am yure the debate today will provide

another example of thise

In the course of this debate, a considerable consensus has developed

that in the type of modern zocivty in which the Buropean Company will

~ operate, such companies have responsibilities far beyond the classical
responsibilities towards shafeholdersa They have responsibilities towards

the employees, towards local interests and o the public.

We are naturally aware that there are still people on the one side énd on
the other side who believe that the eclassical confrontation between
industry and workers is the rigat way to solve problems even in a modern
industrial society. Let me underline that the proposed rules for the
employee participation in the Européan company. Statute do not infringe

or diminish the rights and possibilities of the labour unions. Let me
aiso state that there wiil continue to be confrontations and maybe

gometimes that this is good and inevitablz.

But the Commission continues to believe, together with a growing majoritj,
that a modern and complex sociely needs mechanisms which will avoid
unnecessary and for everybody harmful, confrentation; and which will
ensure that when confrontation is unavoidable ¢, it takes place in a more
enlightened atmosphere. The discussion on this subject is still going one
Your debate today can constitute an important milestone in the process
towards a first set of solutions. It is now your responsibility to give as
clear and decisive advice as you possibly cane. There will be difficult
considerations and negotiations ahead of us before the European Company
Statute can be implemented. You can influence that process by expressing
yourself clearly with cogent arguments and with authority today..

Ag Tar as the Commission is concerned, we have actively participated in the
debate on the subject'from the very beginning. We have, indeed, taken a

leading parts We shall continue to do go also in the future. We shall take




seek sclutzona appmprmte to +hc- ubcd,e oi‘ devplopmenb of our -
"7:1800101}168 by underl:mng tknt wo shall rnt insist on our omglna.l
"iprﬁporalo ' o '

We arelready to: seek more advanced solutionse





