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Summary of Key Single Market Actions Proposed
         1.  Enforce freedom of establishment for the benefit of competition and consumers

         2.  Enforce free movement of goods – bottlenecks remain

         3.  Use SEPA to put €13 billion back into the economy annually

         4.  Allow EU citizens to buy pharma products at fair prices

         5.  Facilitate e-commerce and cross border sales
         6.  Develop a strategic approach to foster and develop the sector through 2020
· The single market is one of the greatest achievements of the EU.  It is also the bedrock on which future economic growth, competitiveness and employment creation will be based.  Recovery from the current economic crisis will be built on the competitive advantage that the single market can offer.
· As such, the European Retail Round Table (ERRT) appreciates the opportunity to respond to the Commission’s retail market monitoring report, COM(2010) 355, insofar as that report feeds into the Single Market Act, to be approved by the Commission in October.
· The European retail sector already helps to deliver 'smart, sustainable and inclusive growth', through:
· coherent energy and environment policies, with a focus on growth friendly/cost effective solutions;
· flexible employment practices and a focus on skills (one of the few sectors creating new jobs);
· championing the single market and encouraging two way trade with global markets;

· keeping prices low through vigorous competition – helping to combat inflation, thereby contributing to the 2020 flagship initiative to combat poverty.

· In order to continue delivering, the sector needs a policy framework that supports, rather than inhibits, this approach.

· The European Retail Round Table was established to express the views of large retailers on a range of issues of common interest focused on EU public policy.  Their businesses operate worldwide and represent a cross-section of the retail sector.  Collectively, ERRT members have a turnover of more than €400 billion and employ 2.4 million people in over 44,000 stores.    ERRT members:  Ahold, Asda / Wal-Mart, C&A, Carrefour Group, Delhaize Group, El Corte Inglés, H&M, IKEA, Inditex, Kingfisher, Marks & Spencer, Mercadona, Metro Group and Tesco.   www.errt.org
Importance of the single market to the retail sector / ERRT members
· Companies which offer their products and services on the single market should have an unlimited access to some 500 million consumers.  They should be free to benefit from single market economies of scale and gains in productivity that can be translated into investment in innovation, expansion of services and employment, wider product ranges and lower prices.

· However, barriers continue to obstruct the proper functioning of the single market and restrict the development and growth of the retail sector, to the detriment of Europe’s consumers.  Lack of integration within the service market, un-targeted and disproportionate regulation, with little focus on workability on the ground, together with Member States’ economic nationalism, have an impact on competition, investment, employment, consumer choice and prices.
· Between them, ERRT member retailers are active in every one of the 27 Member States, operate over 31,000 stores in the EU alone and employ approximately 2 million EU citizens.  Their investment in Europe is enormous, yet they are also active globally, competing in the US, China, India, Russia and 55 other markets.

· Europe 2020 shows clear need for encouragement of EU ‘winners’, companies capable of taking on competitors from US, China, Japan, etc.  The European retail sector offers many examples of such winners, enterprises that started as SMEs – some relatively recently - but which now compete successfully around the globe.  Yet, for most, the single European market remains their main market.

· The single market rules exist to create a legal framework in which businesses, including retailers, can serve a wider customer base across all Member States with a wider range of products and services.  European retailers not only depend on the single market to grow, to expand and to employ – they are also prime facilitators of the single market, offering outlets to SME manufacturers across the European Union (also globally) who otherwise cannot break out of their domestic markets.
Retail Market Monitoring Report

· We appreciate that the report highlights:

· the economic significance of the sector, and the sector’s interdependence on both upstream and downstream markets;

· the complexity, and constant and rapid evolution, of the sector;

· that retail modernization has helped combat inflation, provide greater consumer choice, competitive prices, and has helped stimulate innovation and growth.
· There are a number of issues raised in the report which we feel need further discussion/clarification and we will return to these for discussion with the Commission.

· However, rather than comment in detail on each of the specific themes identified in the report - consumers, retailers, suppliers, employees and sustainability – we limit this response to highlighting 6 key single market reforms which, if implemented, would help ensure that the retail private sector can invest, grow and create new jobs – by competing fairly and sustainably for the benefit of consumers.
1.
enforce right of freedom of establishment

· The Retail Market Monitoring Report (RMMR) notes that ‘…major restrictions on entry to the retail market … limit local competition and create obstacles to the achievement of the internal market…’  We support this assertion, and urge the Commission to vigorously challenge these restrictions through faster, more robust infringement proceedings.

· European consumers should be allowed have the widest choice of retailers, offering valuable products and services at prices made keen through competition.  Member States should not be permitted to prevent that choice – through unreasonable urban planning laws, moratoria on the opening of new outlets, national rules that diverge significantly from Article 102 TFEU, denial of competition in certain sectors e.g. sale of petrol, bakeries, opticians, para-pharmacy (see below), etc., or through the imposition of socio-economic tests - sometimes administered by existing competitors to the potential new entrant.

· An additional problem stems from the different deposit, collection and recovery systems in the Member States related to packaging waste that are now mandatory.  Apart from creating additional barriers to retailers trying to engage in legitimate parallel trade, differences between such national systems also constitute significant establishment barriers to retailers wishing to export their business models to new markets without having to adapt their in-store return systems, logistical planning and sourcing strategies.  (See our specific comments on p. 8 concerning the Waste Electric and Electronic Equipment (WEEE) Directive).
· Such regulations obviously have economic repercussions on the establishment of competitors, on the range of retailers available to consumers, and ultimately on prices.  Additional permissions, which in many cases have to be acquired, also lead to increased costs.
· In comparative terms, it is more difficult to open new stores in the EU than it is in most other parts of the world.
· Competition is paramount for a single market that delivers opportunities to its citizens and companies.  Member States needs to re-revise their legislation for planning and establishment to ensure that there is competition also on the local and regional levels.  States and local authorities need to realign their work away from micromanaging and controlling competition to enabling opportunities for all parts of society.
· ACTION:  The Commission to undertake and publish an audit of all practices, laws and procedures which hamper or prevent real freedom of establishment throughout the EU.  The Commission to broaden the scope of the Services Directive to resolve such problems.
2.
Enforce free movement of goods –bottlenecks remain

· In principle, free movement of goods has already been enshrined in law, and implemented across the European Union.  In practice, retailers that seek to trade across EU borders face everyday difficulties in circulating goods.  These obstacles have multiplied in recent years.

· These additional requirements, imposed by local, regional or national authorities, cover food as well as non-food products.  They range from misinterpretation or bad transposition of EU legislation to non-recognition of European safety or security procedures.  They add unnecessary costs, delay shipments generate uncertainty of delivery and create burdensome administrative procedures.  EU legislation, where it has already been developed, and the principle of mutual recognition for the areas not yet harmonised, must be respected.

· The following three examples illustrate some of the procedures imposed:
· Restriction on marketing Dutch cheese in France, since it is not produced in packs of 40 kilos, but rather 15 kilos.  Studies show there is no difference with regards to the quality or taste of the product, and the cost (and thus the price to the consumers) would be much lower, if the smaller size was allowed.
· Forced to comply with three different national procedures in order to sell the same chocolate (supplemented in vitamins) in three different EU markets, a category of food already supposedly harmonized by EU regulation.
· In Italy, the need to complete a series of extra conformity documents, stating, for instance, that chairs cannot be used for torture…; or the insistence that safety certificates are counter-signed by an Italian laboratory, even though they have been issued by an equivalent French laboratory.

· ACTION:  The Commission to propose a reinforced monitoring of the free movement of goods; to publish an annual audit of restrictive practices proposed or implemented by Member States.
3.
through SEPA, put €13 billion back into the economy, annually

· Each year, the multilateral interchange fee mechanism and merchant service charges used by the card schemes and banks takes an estimated €13 billion out of the hands of European consumers and retailers.  Retailers are the unwilling collection mechanism used by the banks for this purpose.  Banks and card schemes hide behind anti-competitive rules (the interchange fee, the ‘non-discrimination rule’, limits on cross-border acquiring, etc.) to maximise their profits at the expense of other stakeholders in the payments chain.
· Interchange fees are bank & card network charges collected from retailers every time a customer pays with a plastic card.  These fees are non-transparent and non-negotiable, cover many services that have little or no relation to benefits to retailers and can amount to an average of 2% of the total transaction.  The fees paid by retailers to banks for card transactions can amount to 1% of a company’s total sales.  Such costs have an enormous impact on the profitability of a company and its ability to pass savings on to consumers – in this regard, the smaller enterprises suffering most.

· There is a lack of transparency in the setting and level of interchange fees and merchant service charges.  Competition between payment systems based on interchange fees results in ‘backwards’ competition, with card schemes competing to offer card issuing banks the highest returns by increasing the interchange fee.  New card schemes are not able to gain a foothold in the market since they cannot offer the same lucrative returns to banks, unless they are based on even higher interchange fees.
· The Commission has the opportunity to rectify this non-competitive, anti-single market situation, by insisting that credit and debit card offers must be based on transparent, cost-based pricing, open competition and no bundling of unnecessary services.

· Through SEPA, the Commission can push for unbundled services and the definition of a core basic payment service – at very low cost – available on all cards.  It can insist on genuine cross border acquiring, to allow acquiring banks to levy the fee applicable in the Member State where the processing is carried out, and not where the transaction takes place.
· ACTION:  The Commission to propose an initiative to define a core basic payment service available on all cards; to improve transparency of the costs incurred in card transactions; and to insist on open cross border acquiring, by the end of 2011.
4.
Allow consumers to buy pharma products at fair prices

· One important sector excluded from the scope of the Services Directive was the health sector.  This means that in a number of Member States, pharmacists practicing in pharmacies have a monopoly on the sale of medicines and a number of other over-the-counter drugs and personal hygiene products.  
· The para-pharmaceutical products that are restricted in this way include dressings, antiseptics and anti-lice products, products for the care of contact lenses, as well as all in-vitro diagnostic devices, such as pregnancy tests.  Food supplements - highly reliable products - which complement a person’s diet are also affected.  The provision of certain medical services is not allowed.  These include cholesterol checks, smoking cessation, and blood tests - all services that help EU citizens live healthier lives.  
· This uncompetitive situation appears to be in conflict with the aim of the single market, and inimical to public health objectives.  In addition, this monopoly appears economically unjustified as it is likely to substantially reduce the access of foreign products to some national markets.  The prohibition of sale of such products in hypermarkets and supermarkets restricts consumers’ access to competitively priced alternatives and reduces the opportunities for less well-known products to enter the market.
· A number of Member States currently introduce additional rules restricting competition in this area, for example:

· A ‘one-building one-pharmacy’ rule, which acts as a restriction to opening pharmacies in stores in malls that already have a pharmacy.
· Rules preventing any new pharmacy from opening within a set distance of an existing pharmacy.  There are also limits to the number of pharmacies that can be opened based on a region’s / town’s population size.
· Burdensome, costly, time-consuming licence application processes.  In one Member State, there is actually a moratorium preventing the opening of any new pharmacies.
· Rules fixing the price of prescription medicines.
· ACTION:  The Commission to adopt a legislative proposal to facilitate the opening of pharmacies and the distribution of non-prescription pharmaceuticals in commercial areas, by the end of 2011.
5.
Facilitate e-Commerce and cross-border sales
· Many of the ERRT members operate significant online retail services.  For grocery products, these services tend to be national in nature, as food buying is a very localised activity and necessitates short home delivery times.  

· Textiles, electronics and other non-perishable products are less time-sensitive, but retailers who look to expand their online offer across borders to other Member States still face a number of significant challenges, both internal – such as developing and maintaining a logistics infrastructure that will deliver products safely, on time, in perfect condition; language/translation costs, etc. - and external, including: 
· differing payment systems (see point above), 
· differing standards (see point above),

· differing post-sales environmental responsibilities, and 
· differing rules concerning consumer protection.

· The RMMR notes the need for better consumer information on retail offers beyond their local shopping areas.  Cross border price comparison websites are only of value to customers if they live near the borders or if (compared) companies can offer home delivery services across borders.  We believe that, if the consumer demand exists for such cross border services, it should be left to entrepreneurial price comparison services (e.g. private sector, consumer bodies, etc) to fill the gap, and create price comparison sites, as they have done in a number of countries already.
· Regarding the revision of the Waste Electric and Electronic Equipment (WEEE) Directive, we call for greater harmonization across the EU.  Different Member States have implemented in different ways, leaving enterprises with the difficulty of understanding and adhering to different rules wherever they trade.  This is costly and unnecessary.  WEEE should be treated within a harmonized system in view to move toward a community market and to reduce the administrative burden for retailers and other companies.
· We welcome that the Commission has recognized the problem caused by differing consumer laws, and urge that the Consumer Rights Directive should form a key part of the forthcoming Single Market Act.  Unless the laws and rules are simplified and harmonized to a significant degree, cross-border sales will not be maximized. 

· ACTION:  The Consumer Rights Directive and revision of the WEEE Directive to be recognized as key elements of the Single Market Act, and concluded with the single market objective in mind.
6.
Develop strategic approach for promotion of EU retail sector

· In conclusion:
· large European retailers not only depend on the single market to grow, to expand and to employ – but they also help underpin the market, by opening new stores, offering EU citizens greater choice and competitive prices, and offering EU-wide opportunities to many manufacturers who otherwise struggle to break out of their national markets;
· the sector is economically significant, in terms of employment, investment, innovation, growth, and upstream and downstream interdependence;
· many European retailers – beginning as SMEs - have become global success stories;
· in terms of Europe 2020, the sector is already very active in many of the areas covered by the seven flagship initiatives, and offers to play an even bigger part in helping to achieve the targets set;
· perhaps precisely because the sector is so dependent on the single market rules, EU retailers face barriers and bottlenecks on a daily basis:
· preventing them from opening new stores and improving access for all;

· preventing them from shipping goods easily throughout the Union;

· preventing them from offering a full range of services (e.g. pharmacies, bakeries, etc)

· preventing them from selling easily across borders through e-commerce;

· preventing them from offering lower prices to consumers (anti-competitive payment cards fees and charges; Member State restrictions on price competition).
· Therefore, considering both the opportunities offered by the retail sector, and also the wide-ranging challenges it faces, and also bearing in mind the Europe 2020 targets and ambitions, we offer to work with the European Commission to develop a strategic plan to promote and support the sector through 2020, to improve its competitiveness, to encourage its sustainable growth within Europe and globally, and to defend the sector – and consumers – against protectionist, anti-competitive, anti-single market initiatives that exist and will arise in the future.
· ACTION:  The Commission to work closely with the sector to develop a strategic approach to  enhance and promote the leadership of the European retail sector; to provide a political momentum and a platform for discussion on sector-specific recommendations.
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