Public consultation on the future of the Internal Market

Response by the UK Government

Introduction

The Internal Market has reached a crucial stage in its development. It has been one of the key success stories of the EU.  It means that European citizens can live and work across the EU; it means EU businesses have access to the world’s largest free-trade area – a market of more than 450 million consumers; and it means that consumers benefit from greater choice, common standards and lower prices.  

The Internal Market has contributed strongly to jobs and growth: 3.5 million extra jobs and 1.8% additional GDP – equivalent to around €165 billion in 2002, or €430 for each citizen of the EU at that time.
  But a large number of EU citizens and business are unaware of its benefits, do not find them relevant, or simply take them for granted.  Nor, despite fifty years of existence, is the Internal Market fully complete.  As a result, it is now vulnerable to criticism, whether from those who misunderstand it, who feel it has not lived up to its initial promise, or from those who seek to resist or roll back the freedoms it has introduced. 

Half a century after its creation it is essential to review how the Internal Market is delivering for its citizens and businesses:  What are its strengths and weaknesses?  How can it be made even more effective? Is there a clear and shared vision of what the future Internal Market should be? How can we ensure that it’s capable of meeting the challenges we face, both now and in the future?

The UK believes that the future Internal Market we should be aiming for is one in which the four fundamental freedoms of movement of goods, services, capital and people are made to work as effectively as possible, and remaining barriers are removed.  The resulting increased trade, competition and labour mobility will contribute to prosperity, higher employment and social welfare for all.  

· Markets within the EU will respond quickly and efficiently to consumer demand, and offer world-class innovation, which is protected by a reasonably priced and well-enforced patents system.  

· EU businesses will prosper at home and compete effectively in global markets.  

· We will have genuinely open and competitive markets.  

· EU institutions, including Governments, organisations and businesses will build relationships beyond the EU’s borders.  

· Regulation will only be developed when clear need is demonstrated in an evidence-based impact assessment, based on good sectoral and market understanding, and after stakeholder consultation. 

· Citizens and business will be aware of the rights and benefits conferred by the Internal Market, and will be able to exercise their rights on the ground.

We have the ability to attain this vision, but we cannot take progress for granted.  There is a real danger that, if we fail to maintain and develop the Internal Market and the operation of the four freedoms, we will weaken rather than strengthen EU competitiveness and prosperity.  We must guard against this. 

The UK Government is a strong and committed supporter of the Internal Market.  We welcome the current consultation, which offers an opportunity to set a clear vision of where we should go next to ensure that we make the most of the opportunities the Internal Market offers, both now and in the future.  We look forward to seeing the ideas the consultation generates from other Member States, and stakeholders across the EU.  We hope it will help to inform a shared vision of what the Internal Market can and should be, and will lead to concrete proposals for action.

Key points that the UK Government would like to make are:

· Much has been achieved by the Internal Market, but more remains to be done.  The Internal Market is not complete.  We need further work to remove remaining barriers, particularly in energy, financial and other services, domestic rail services, mutual recognition of goods, and mobility of labour. 
· We agree with the five themes that the Commission has identified as priorities – a stronger focus on fostering market dynamism, better regulation, better implementation and enforcement, taking better account of the global context, and investing more in information and communication.
· Priority areas for action should be identified on the basis of evidence of where real problems are occurring.  The Commission should consider undertaking economic analysis to inform this process, and combine it with analysis that is being undertaken in other areas, such as competition and better regulation. 

· Effective implementation and enforcement are crucial so that the Internal Market is effective in practice, and people can exercise their Internal Market rights on the ground.  We should promote informal problem-solving techniques, which are simple and cheap for citizens and businesses to use..  We should promote mutual assistance between national administrations and work to build better trust and understanding. 

· We should respond positively to the challenges and opportunities of globalisation.  The EU must look beyond its borders in setting its policies.  We would like to see enhanced dialogue with countries outside the EU, with the full involvement of Member States.  Having open and competitive markets, with reduced barriers to trade, is the best way of supporting sustainable economic growth in the EU and developing countries, and enabling all our businesses to compete effectively in increasingly global markets.  We must support our businesses and citizens to adjust to a changing world environment.  But we must not lapse into protectionism, which will diminish the competitiveness and productivity of our businesses in the long-term. 

· We must provide the conditions for innovation and competition to flourish. We must focus on boosting the dynamism of our markets, to ensure they stimulate innovation, particularly in response to consumer demand.  Key policy areas that can support innovation are standards, better regulation, and access to venture capital and intellectual property rights. 

· We need to embed better regulation techniques in the way the EU does business.  We need full and thorough impact assessments, consultation, and post-implementation evaluation of policies.  We should consider alternatives to legislation, for example voluntary agreements with industry. 

· More could be done to raise awareness of the opportunities presented by the Internal Market.  But the key to increasing public support is to make the Internal Market work effectively and be genuinely relevant to the needs of citizens and businesses.

UK Government response to Commission questions

1. Do you agree with the preliminary analysis of the current situation of the internal market and the challenges it is facing?  If not, what is your analysis?

2. In which ways have you benefited from the opportunities offered by the internal market?  Where, in your view, does it function well?  Where do you see shortcomings?

The UK Government agrees with the Commission’s analysis that much has been achieved by the Internal Market, but more remains to be done.  

The Internal Market has brought huge benefits to citizens and businesses across the EU – reducing barriers to trade, increasing opportunities for businesses, providing more and better jobs, and more choice and lower prices for consumers.
  Through enlargement we are able to share those benefits with a wider group of people, as well as benefiting ourselves from the increased opportunities delivered by enlargement.  

A well functioning Internal Market, where the four fundamental freedoms are effective, is crucial if we are to attain our ambitious Lisbon objectives for jobs and growth.  We welcome the recent agreement reached by Ministers in the Competitiveness Council on the Services Directive, which will provide more opportunities for our service providers and consumers, and so make an important contribution to our drive for jobs and growth.

However, significant challenges remain.  The Internal Market is not complete.  Further work is needed to remove remaining barriers, and address areas where the Internal Market is not fully functioning.  The UK Government would particularly like to see further action in energy, to create open and transparent gas and electricity markets.  We would also like to see the extension of the Internal Market to domestic rail services, and further work to address barriers in services, particularly in financial services and areas not covered by the Services Directive, such as commercial services.

We would encourage the Commission to identify other areas for action on the basis of evidence of problems in the Internal Market that are having a real detrimental impact on EU competitiveness.  We should be focusing our action in areas that can bring the greatest potential economic benefits.  We should be using economic evidence to identify areas where problems with the Internal Market are hindering the achievement of the EU’s jobs and growth objectives.
  The UK Government recommends that consideration should be given to commissioning economic studies to provide the necessary evidence base.  These could be linked to, or inform DG Competition sector enquiries, since barriers to trade may co-exist with anti-competitive practices.

As the Commission notes, globalisation presents significant challenges for the EU.  But we must not lose sight of the fact that it also presents significant opportunities, and that the EU has already benefited significantly from global trade, as can be seen from the strong foreign direct investment in EU markets, and high export volumes from EU countries.
  If we are to make the most of those opportunities, we need to approach them positively, not defensively.  We need to support our businesses, consumers and employees in reaping the potential benefits – increased opportunities for trade in global markets, more choice and lower prices for consumers, and more and better jobs.  The most effective support that we can give to our businesses is to make the EU a great place to operate, and the Internal Market is a key part of that.  We need to create the conditions for business success in the EU, so that the EU remains an attractive place for businesses to locate, and they are well equipped to compete in global markets.

The Internal Market faces the challenge of adapting itself to certain sectors in a way that promotes Internal Market principle and the Lisbon agenda whilst also taking account of the specificities of those sectors.  In particular, we would like to highlight the ongoing work and consultation on the interaction of Internal Market legislation and the provision of health care services.  The UK welcomes this sector-specific approach in this area.

We need to ensure that businesses and citizens are able to exercise their Internal Market rights on the ground.  Effective implementation and enforcement are crucial to make the Internal Market a reality, and to ensure that it delivers real benefits.  We face an ongoing challenge to ensure that Internal Market policies are implemented and enforced in ways that maximise the benefits to businesses and citizens, and minimise the administrative burdens and bureaucracy they face.  We welcome efforts the Commission is making to share best practice in implementation, for example through the working group set up to oversee the transposition of the Unfair Commercial Practices Directive.  We encourage the Commission to facilitate such work in other areas, and to extend it into enforcement.  Informal problem solving networks such as SOLVIT can help businesses and citizens to enforce their Internal Market rights without the cost and time commitments of formal legal proceedings.  We encourage the Commission to explore further opportunities for such techniques.

Special attention needs to be paid to the needs of SMEs in order to ensure that they, too, can make the most of the opportunities offered by the Internal Market.  If we fail to make the Internal Market deliver effectively for SMEs, then we will be failing to make the most of their vital contribution to employment, productivity and entrepreneurship.  EU Heads of State and Government at the 2006 Spring European Council noted that this was an area where special measures were called for, and made a commitment to “specific provisions to encourage SME growth and developments, such as longer transition periods, reduced fees, simplified reporting requirements and exemptions.”  The UK Government supports this call for action on SMEs.  The UK’s Small Business Service is undertaking a project to identify EU Regulations and Directives where exemptions may be appropriate for small businesses, which we hope will be a useful basis for action in this area.  An area where such an approach has proved very successful is the REACH proposal where there are special provisions for SMEs in relation to tonnages.

The way we develop and implement Internal Market policies must be based on robust analysis of the costs and benefits – social, economic and environmental.  Embracing the principles of better regulation in our policy making, making them fundamental to the way we do business rather than an add-on to the process, is one of the most significant and important challenges we face.  Decisions about whether and how to take action must be based on robust impact assessments and effective consultation.  We must not assume that problems necessarily require a legislative response, but must be creative in exploring other options, such as voluntary agreements with industry.  The UK Government supports the work that is underway on better regulation, including the three-year programme for simplifying EU legislation, work on measuring and reducing administrative burdens on businesses, and specific measures to help SMEs.

There is a further challenge to ensure that businesses and citizens are aware of their Internal Market rights, and aware of the opportunities and benefits that the Internal Market offers.  EU institutions and Governments could do more to raise awareness, in particular through the use of case studies showing real benefits that the Internal Market has delivered.  However, if we wish to raise awareness of, and support for, the Internal Market, the most important thing we can do is to make it work effectively, so that people see for themselves the opportunities it offers and are able to pursue them, and are not frustrated by undue administrative burdens and bureaucracy.  

3. Do you agree with this choice of priorities?  Are there others in your view?

4. Internal market policy fosters economic reforms to which citizens and businesses then have to adjust.  Do you think sufficient account is taken of the costs of making these adjustments?  Why (not)?  Do you think flanking measures are needed to accompany market opening?  If so, what kind?

The UK agrees with the priorities identified by the Commission – a stronger focus on market dynamism, better regulation, better implementation and enforcement, taking better account of the global context, and investing more in information and communication.  These set the right broad framework for the future of Internal Market policy.

As noted above, when it comes to the more detailed level of determining where action needs to be taken and how, the UK calls for the Commission to set its priorities based on robust economic analysis of the areas where we can make the greatest contribution to our jobs and growth objectives.

One high impact area that must be a priority for action is energy, where the internal energy market is still not functioning well.  Having secure and affordable energy supplies is vital both for businesses and domestic consumers across the EU, and is a crucial underpinning for our work to promote jobs and growth.  We therefore fully support the action the Commission is taking to enforce the internal energy market legislation and, through its energy sector inquiry, to identify and tackle anti-competitive behaviours and structures.

We welcome the Commission’s proactive competition policy initiative, especially the steps they have taken to investigate key sectors such as energy, financial services, and professional services, where competition is seen to be lacking.  We also welcome Commission proposals as part of the Programme for Action 2007-2013 in the field of consumer protection, as confident and informed consumers help drive competition and innovation, benefiting the Internal Market and the European economy as a whole.

Another area that the UK Government would like to see addressed as part of the project to complete the Internal Market is domestic rail services.  Mobility is key to the functioning of the Internal Market, and a competitive rail industry can play an important part in that.  The First and Second Rail Packages opened the international and domestic rail freight services market.  Opening the international rail passenger service market is part of the draft Third Rail Package.  The UK would like to see the final step taken of opening the domestic rail passenger service market.  This could involve open access to the rail network for all operators, or competitive tender for rail contracts, or both.
The UK Government recognises that economic reform requires adjustment from businesses and citizens – that is the nature of change.  For many it will bring new opportunities, and we need to support our businesses and citizens to make the most of those opportunities.  But we also need to recognise that for others there may be negative consequences, at least in the short-term, and these will require adjustment.  Full and thorough impact assessments should help to identify where such adjustments may be necessary, and will help us to target any measures that we might consider necessary to help people and businesses to adjust.  

Where economic reform has a negative impact on particular businesses or sectors in the EU, an important principle is that we should protect people rather than particular jobs.  Support should focus on measures such as retraining, which will help individuals to make the most of new opportunities.  We must not lapse into protectionist behaviour, which may seem attractive in the short term, but in the longer term will diminish the competitiveness and productivity of our businesses, with detrimental consequences for growth and jobs.  The UK Government agrees with the Commission’s assessment that protectionist attitudes threaten to affect the very foundations of the Internal Market, and believes they must be resisted.

If businesses and citizens are to adjust to changing circumstances, it is important that flexibility is a key principle of our policy-making.  In particular, we need regulatory regimes that are flexible enough to allow businesses to adapt to changing circumstances without being tied down in red tape.  And we need flexible labour markets to enable businesses and employees to adapt to changing circumstances.  In addition, the UK Government believes there needs to be sufficient flexibility in the state aid regime so that Member States can facilitate the process of change and adaptation, while guarding against market distortions and undermining competition.
5. In your experience, does the internal market offer sufficient opportunities for businesses?  Why (not)?  Where do you see the barriers?

6. Do you consider that the internal market is “innovation-friendly”?  Why (not)?  Where, in your view, are the main barriers to innovation?  Which steps should be taken in order to ensure that the internal market is more innovation-friendly?

The Internal Market offers significant opportunities for businesses – not least the opportunity to trade across a market of 450 million consumers.  Where the Internal Market leads to greater competition, this may open up choices and reduce costs for businesses in sourcing inputs.  By facilitating the free movement of labour around the EU, the Internal Market also enables businesses to draw on a wider pool of potential employees. 

However, barriers remain.  As noted in our response to questions 1 and 2 above, the Internal Market is not complete.  The Services Directive will help to remove remaining barriers to the provision of services across the EU.  The UK Government would also like to see action taken in the field of energy as a priority.  Given the importance of secure and affordable energy supplies for businesses, the lack of openness and transparency in European gas and electricity markets constitutes a barrier to business success.

More could be done to open up opportunities for businesses, particularly small businesses, in the field of public procurement, which is discussed in more detail below.

We must not take a narrowly legalistic approach to identifying and tackling barriers.  We need to look more broadly than the formal rights conferred by the EU regulatory framework, and consider in addition the factors that promote or inhibit business success on the ground – factors such as skills, R&D, and the intellectual property framework.  The UK Government is encouraged by the emphasis that the Commission has placed in its consultation on promoting market dynamism and innovation, both of which are key to creating the conditions for business success in the EU.  We believe that this focus will help us to identify and take action in areas that will genuinely open up increased opportunities for businesses.

Providing the right conditions for innovation to flourish is crucial if we are to meet our objectives for jobs and growth.  Europe cannot compete successfully on the basis of low value-added activities.  Success will come through businesses adding value to their products, processes and services.  The key driver of innovation in Europe is effective competition, both within Europe and with the rest of the world.  We need to support our businesses in developing innovative approaches and solutions to market challenges, including through better access to venture capital and effective intellectual property rights, so that they can compete successfully in increasingly global markets.  

In order to promote innovation in the EU, key areas that need to be addressed are standards, better regulation, and access to venture capital and intellectual property rights.  If we get those right, we will have gone a long way to establishing an environment that supports innovation.  The UK Government therefore welcomes the fact that the Commission has singled out all of these areas for attention in its consultation.  

We also need to facilitate partnerships between those who can help to develop an innovation culture, in particular between businesses and research institutions.  Universities and other research institutions are a major source of new ideas.  Effective collaborations between businesses and research institutions can help to ensure that those ideas are effectively developed, and their commercial potential is maximised.  In this respect, it is crucial that non-market distorting state aids to support such links are allowed.

The UK Government believes that a well-focused and well-designed European Institute of Technology, with a strong market orientation, focused on innovation, and underpinned by competitive funding based on excellence, could be an important step to filling the existing gap between higher education, research and innovation.  We are keen to work with the Commission and other Member States towards achieving that goal.

In the area of healthcare, sector-specific legislation will favour

innovation, by providing greater clarity and certainty over the way Internal

Market rules apply in the context of the specificities of the sector.

It is also important to ensure that comitology arrangements continue to allow Internal Market Directives to be adapted to technical progress without undue delay, so that EU industry’s ability to innovate is not stifled.
7. Do you consider that the current IPR regimes foster growth and innovation?  In your experience, where is more focus or action needed?

The current IPR regime provides incentives by rewarding innovators with limited monopolies, for example patent protection, which are sufficient to allow them to recoup investment costs and gain sufficient reward for their endeavours.  Economic studies
 identify patents as one of the best incentive systems, as they provide not only an incentive to innovate, but encourage diffusion of ideas through publication of patent specifications. Improved productivity and market value are also associated with taking out patents or trademarks, especially if the patents are highly cited.

Consultations with users of the patent, trade mark and designs systems have shown that current European law generally strikes the correct balance between rights holders, consumers and broader interests. As the current system is one that its users are familiar with and generally support, it is important that proper consultation and analysis takes place before any new proposals are introduced, to ensure that any new measures are relevant and necessary. Legislation should take place only where it is absolutely necessary for a competitive, innovative and dynamic single market, so as to keep the regulatory burden on business at a minimum. For example, before any new legislation is introduced in the area of enforcement of IPR, the impact of the recent Enforcement Directive 2004/48/EC should be considered. The recent evaluation of the Database Directive 1996/9/EC was a welcome example of how legislation on intellectual property can be regularly reviewed to ensure that it remains fit for purpose.

There is great scope for improving the IP framework without introducing new legislation. Consideration should be given to other instruments such as guidelines and codes of conduct. The UK has done a considerable amount of work to facilitate technology transfer between universities and industry following on from the Lambert review.
 The UK has focussed on providing practical assistance, such as the Lambert tool kit, and led work to develop Europe-wide tools through the CREST group on IP. Experience has told us that practical approaches are often able to deliver more immediate benefits in this field than legislation, and such approaches should be the focus of future action in the EC as they have been in the UK. Indeed, findings by the Cambridge-MIT Institute
 show that collaboration between universities and industry is more frequent in the UK than in the US.

The creation of Community rights such as the Community Trade Mark and Community Design has enabled many businesses, especially SMEs, to access and compete within the single market. However, the lack of a Community patent is seen as a major barrier to market entry for innovative businesses. Action is urgently needed to reduce translation requirements for European patents, and to establish a European patent court, measures which would reduce the cost burden on innovative businesses operating within the Community, increase certainty and clarity, and allow better access to the system.  Agreement of a Community patent remains a goal of the UK.  However, other approaches such as the European Patent Litigation Agreement (EPLA) are capable of delivering results in a shorter timeframe, and must be pursued simultaneously with the Community Patent. We welcome the Commission’s willingness to consider other approaches, as demonstrated in the recent consultation on the future of the European patent system. It is most important that, for it to be supported by its users, a Community patent system adds value to the current European patent system which exists under the European Patent Convention. All effort should be made to ensure that any proposals are realistic and will deliver the results that industry needs. The EPLA will allow progress to be made where it is possible in the short term and may ease Community patent negotiations in the long term. We encourage the Commission to support the EPLA as well as continuing negotiations on the Community patent proposals.

In trade marks and designs there has been useful progress in reducing the fees and processing times of the Office of Harmonisation in the Internal Market (OHIM), and efforts to meet customer needs better. The priority for further action should be to ensure that OHIM's rights-granting and tribunal decisions are as good as they can be, maximising predictability and avoiding unduly broad trade mark rights.

While many users are happy with the existing IP framework, the UK government is aware that concerns remain with regards specific issues, particularly in the area of copyright. For this reason the government has commissioned an independent review – the Gowers Review
 – to analyse the IP framework in detail, and to look into concerns which have been raised across the intellectual property spectrum, including licensing, copyright fair dealing provisions and term of protection for sound recordings. It is due to report its findings in the autumn of 2006. The Commission's review of the Copyright Acquis is therefore particularly pertinent, focusing on levies this year and term in 2007. At the moment, we consider that current and ongoing work plans for copyright are sufficient.

8. In your experience, do Member State authorities apply procurement rules in a way that gives businesses sufficient opportunity for market entry?

9. Do you think that public authorities are sufficiently aware of the opportunities the EU public procurement framework offers for fostering innovation?  If not, how could they be made better aware of it?

Public procurement can provide important opportunities for businesses.  We must ensure that it is carried out in a way that makes those opportunities available and accessible to businesses across the EU, including SMEs.  This will benefit both businesses and public authorities, which will have increased choice, and may benefit from lower costs as a result of competition.

The issue of market access was addressed in the Wood Report, which was published in November 2004.
  The report looked at the experiences of UK businesses in competing for public contracts in the fourteen pre-enlargement Member States.  The report found that Member States largely followed Internal Market rules in awarding public contracts, but that significant obstacles nonetheless stood in the way of effective competition in EU public procurement markets.  The report made fifteen recommendations, including that the Commission should actively promote best practice in public procurement by Member States, that all Member States should eliminate systemic failings in practice, including unfair national preferences, and that all Member States should use tools and techniques to make purchasing quicker and more cost effective, such as e-tendering and framework agreements.  The UK Government fully supports these recommendations.  We were pleased that the Commission’s Action Plan on E-Procurement of December 2004 promoted the use of e-tendering and new e-procurement techniques, as provided for in the new Public Procurement Directives.  These will help to improve transparency and market entry.  E-procurement will also improve access to public procurement for SMEs in the longer term, although the lack of IT expertise in some SMEs at present may be a barrier.

The UK Government agrees that public procurement has the potential to be a useful tool for fostering innovation.  However, the UK experience is that many public sector bodies are not making the most of those opportunities.  In particular, some have difficulty in reconciling the idea of encouraging innovation with obtaining value for money – though of course these objectives are not at all contradictory.  The new Directives on public procurement will help contracting authorities to seek innovative approaches, in particular through the new competitive dialogue procedure and by encouraging purchasers to use performance specifications.  It is essential in this context that the European State aid rules do not prejudice or interfere with the use of the new procurement methods or use of the negotiated procedure where it is the best solution for driving procurement value for money and innovation.

The UK’s Office of Government Commerce (OGC) and Department of Trade and Industry (DTI) are working jointly to develop procurement processes that encourage innovative solutions.  As part of the evidence base for this work, OGC and DTI will be working with the National Health Service (NHS) National Innovation Centre, using the development of its web-based ideas portal as a case study.

10. In your experience, are there any significant problems with the internal market preventing the development of the private equity and venture capital market on a cross-border basis?  If so, what are they?

The United Kingdom strongly believes that the availability of appropriate sources of finance is crucial for businesses seeking to invest and grow.  Access to finance remains a key issue for European enterprises, particularly for new and innovative SMEs. European Risk capital markets are still functioning below their potential, reflecting long-standing market failures in the provision of seed and early stage finance. 

Barriers to the development of private equity and venture capital markets will vary from Member State to Member State and measures to address those barriers will need to be flexible enough to target the specific market failures concerned.  Some of the barriers will be cross-border in nature and areas that merit further examination would include the design and application of clear state aid rules that will work with the market and not distort existing private finance, encouraging more effective use of European level funding and examining how the legal and regulatory framework can be simplified to encourage more cross-border investment.

11. Do you think that voluntary standards for services would be beneficial?  If so, in which sectors should they be introduced?

The UK Government welcomes attempts to support voluntary standards for services across the EU.  Standards give consumers confidence and can improve their protection.  Confident and informed consumers are more willing to buy from a variety of sources, which promotes competition with its attendant benefits.  Consumer ignorance and lack of confidence are impediments to cross-border trade, and so reduce the value of the Internal Market.

The promotion of voluntary standards is also in keeping with better regulation principles.  However, not all areas will necessarily be suitable for voluntary standards, and potential candidates should be considered on a case-by-case basis, following consultation.

12. What are your views on how we carry out consultations on internal market policy?  For instance, what are your views on the consultation process, and on the relevance and presentation of issues in our consultation documents?

13. What are your views on the way we carry out impact assessments on internal market policies?  In your experience, are we using the right policy instruments to achieve the objectives?

14. What are your views on the evaluations conducted for internal market policies and the follow-up given to them?

15. Do you think that Member States should be encouraged to carry out national screening exercises (of existing and new rules and administrative procedures) and if so how?

It is vitally important that all Internal Market policies are developed and implemented on the basis of full consultation and robust and thorough impact assessments, and that they are subject to appropriate evaluation.  We welcome the excellent work the Commission is doing to take forward better regulation principles in policy making.   

Our policies must be based on sound evidence of the need for action.  We should be setting out priorities on the basis of a rigorous evaluation of the areas that will have the most significant positive impact on EU competitiveness, and using impact assessments to determine whether and how action should be taken.  Impact assessments should be an integral and systematic part of the EU policy-making process.  They should include a full range of potential options, including non-regulatory approaches, and consider the full range of costs and benefits that policies give rise to – social, economic and environmental.  Thought should also be given to whether more regulation is needed, or better enforcement of existing regulation.  We strongly support the work of DG Sanco to introduce rigour into the policy-making process, using scoping papers as a basis for early engagement with stakeholders.  Theirs could be an excellent model for the Commission as a whole.

Consultation must be an important part of the policy-making process, from high-level direction setting, to the detailed formulation and implementation of policy.  Wherever possible, it is important to share scoping papers and impact assessments with stakeholders at an early stage as part of the consultation process.  Those who will be affected by Internal Market policies have valuable expertise to contribute in understanding the impacts of those policies, and how they can be taken forward most effectively.  It is important that the Commission build on its experience of consultation and develops a climate of continuous improvement of consultation practice.  It is important to take views from a wide and evolving range of stakeholders, to be alert for stakeholders who may be potential future entrants but not yet present, and to facilitate the consultation process for small businesses, which may have little time to devote to responding to consultations.  

The Commission is doing innovative work in this area – road maps are a new and potentially powerful tool.  Making these more visible to interested stakeholders – perhaps with alerts – would further improve transparency. 

We would support a minimum 12-week period for Commission consultations.  Whilst consultations do often exceed the 8-week minimum, we see 12 weeks as the reasonable minimum to allow responses to policy issues that are often very complex to be drawn together.

The European Business Test Panel (EBTP) has been useful for engaging business stakeholders in the consultation process, but it could be made to work more effectively.  For example, respondents in the UK have commented that the questions they are asked are often not very relevant to their businesses and that feedback could be improved.  Businesses respond positively to targeted consultation.  A review of the EBTP’s operation and of ways to improve it would be timely.  The UK Government would also support measures to raise awareness of the Panel throughout the Commission and in other EU institutions.

We strongly support evaluation of policy and regulation to ensure it is achieving its intended purpose as efficiently and effectively as possible.

The UK Government believes that screening domestic legislation is a useful tool to ensure a consistent and systematic approach to implementing new EU legislation.  We have recently carried out a screening exercise to review all of the administrative burdens imposed by UK legislation.  We also strongly support the screening provisions in the Services Directive, which will help to ensure that it is fully implemented, and that operators gain tangible benefits.  We encourage the Commission to produce guidelines to help Member States to carry out screening exercises effectively, and to establish working groups of officials involved in this work, so that they can share best practice and learn from each other’s experience.

Although we are generally supportive of screening, we believe that it should only be carried out where there is clear evidence that it would be useful in delivering tangible benefits.  The experience of carrying out screening for the Services Directive will be helpful in informing discussion of the most effective ways of conducting screening exercises in future.

16. In which fields do you see the greatest need to step up cooperation between Member State authorities in order to make the internal market work?

17. What is your assessment of the role and work of supervisory or regulatory authorities in Member States?  Should similar systems of supervision be extended to other internal market fields?

18. What is your view on current mechanisms for enforcing internal market rules at the national level?  What should be improved?

19. What is your experience (if any) of the Commission’s infringement policy in the field of the internal market?  Which type of infringement cases should we handle as a priority?

20. Do you agree with the need to step up coordination and responsibility in Member States for managing the internal market?  What (further) assistance could the Commission give in this respect?

Cooperation between Member State authorities is important on many levels in order to make the Internal Market work effectively.  

In particular, a willingness to cooperate is important in facilitating less prescriptive policy solutions, which can promote flexibility, but may also require greater administrative cooperation between Member State authorities in their implementation and enforcement.  For example, effective enforcement of the Mutual Recognition of Professional Qualifications Directive requires cooperation between Member State authorities.  It is also necessary that such co-operation feeds back into the policy-making process, so that barriers can be more easily identified and tackled.  The SOLVIT network regularly receives queries from people about their rights to have their qualifications recognised in other Member States.  National SOLVIT centres cooperate to investigate such cases and propose solutions.  The existence of such a mechanism for cooperation facilitated the adoption of the flexible approach to mutual recognition used in the Directive.    
Discussion between Member State authorities and the Commission can also be extremely valuable as a means of sharing best practice in implementation and enforcement.  For example, the UK has found the Commission’s establishment of a group to discuss common implementation issues on the Unfair Commercial Practices Directive very helpful.  It is a useful forum to arrive at a shared understanding of complexities and ambiguities in the Directive, and is reinforcing awareness of the need to implement the Directive in a consistent and timely fashion.  The UK Government would like to see the Commission setting up similar groups in other areas, and believes they could prove useful in discussing enforcement issues as well as implementation.
Cooperation between member states can enable authorities to enforce intellectual property rights more effectively. For example, Directive 2004/48/EC on the enforcement of intellectual property rights requires member states to exchange information and designate contacts. However the nature of such cooperation should be given extensive consideration in view of the differing responsibilities of various authorities across the Member States, so that true cooperation can be achieved.

As noted in the response to questions 1 and 2 above, effective enforcement is vital if businesses and citizens are to reap the full benefits of the Internal Market.  The Commission has an important role to play in overseeing the enforcement process, and ensuring that Internal Market rules are enforced effectively.

As also noted above, the UK fully supports the Commission’s use of sector enquiries to investigate the functioning of markets, identify barriers to competition, and suggest remedies.  The UK believes that the Commission should make increasing use of such inquiries to inform its policy options. This should lead to alternatives to new legislation (including use of competition powers and direct legal actions against miscreant Member States) being available to enforce compliance with Internal Market rules.
Infringement proceedings are another important means of enforcing the Internal Market.  However, resource constraints mean that not all potential infringements can be investigated.  In such circumstances, it is important for the Commission to prioritise.  This should be done on the basis of sound economic analysis, addressing the most important infringements that lead to barriers to our overall agenda of growth and jobs.  These could be identified in the course of sector enquiries, or other economic analysis, or in the course of investigating complaints.  However, action in this area should be proactive, and not merely taken forward in response to complaints.  There may be a case for looking at the resources devoted to this type of work, with a view to increasing them if necessary.

Enforcement can also be delivered by businesses using national courts to assert their legal rights.  DG Competition is currently looking to identify barriers to private actions in Member States, the aim being to bring a more consistent approach across all Member States in facilitating and encouraging private enforcement.  Greater facilitation of private enforcement of European State aid law is also being considered.  If there are practical barriers to private enforcement of Internal Market rights in some Member States, this should be investigated by the Commission.

While formal mechanism such as national courts are necessarily an important part of the enforcement process, businesses and citizens can also benefit from informal problem solving mechanisms, which can be easier to access and require less time and cost commitment.  This can be particularly important for SMEs, who may be deterred from seeking to enforce their Internal Market rights because of the resources that would be required.  The SOLVIT network is a particularly good example of a successful mechanism for resolving Internal Market issues informally.  The UK Government is in favour of continued efforts to promote awareness of SOLVIT.  We should also learn from the example of SOLVIT in considering how to implement the proposed Internal Market Information System (IMI).

In relation to the role of supervisory and regulatory authorities, one example of an effective enforcement network of national authorities in an Internal Market context is the European Competition Network (ECN).  UK experience is that mutual assistance in the framework of this Network generally works well.

The UK Government believes that effective competition, coupled with effective and independent enforcement of competition rules, is generally preferable to regulation of specific markets as a means of promoting consumers’ interests and enhancing efficiency.  However, regulatory authorities may be necessary to regulate specific market sectors where there is a natural monopoly (such as certain aspects of utility network infrastructure), or where competition in the market is not sufficiently developed.  In such cases, the key role of regulatory authorities is to safeguard the interests of consumers.

The UK Government regards it as an important principle that regulatory authorities should be genuinely independent of Government and market participants.  Increasingly, this is becoming an obligation in international agreements.  For example, independent regulation is a key aspect of GATS commitments in telecoms.  

Competition authorities must also be genuinely independent and vigorous in their pursuit of anti-competitive practices.  There is a perception from some observers that national competition authorities currently vary in this respect.  If this were true, it could allow anti-competitive practices to remain unchallenged in some countries, leading to barriers to competitive trade and investment in the Internal Market.

We do not believe that the EU should seek to create further regulatory authorities in areas of the internal market where they are not already in existence.  However, in sectors where the aim is to create an internal market, such as energy, it is important that national regulatory authorities cooperate and coordinate their approaches in order to create regulatory regimes in Member States that are as consistent and coherent as possible.

21. In your experience, does internal market regulation take sufficient account of the bigger picture of international competitiveness?  If not, in which areas so you see problems and what could be done?

22. On which regulatory issues and with which countries and regions should the EU strive for more international regulatory convergence or equivalence?  How should this be achieved?  By contrast, where do you think differing rules and standards should co-exist? 

23. Where should the EU engage more strongly in either intergovernmental or non-governmental standard-setting organisations?

The UK Government welcomes the fact that the Commission has identified taking account of the global context as one of its priorities for the Internal Market.  As the Commission notes in its consultation, with increasingly global markets, it is becoming more important than ever that we look beyond the borders of the Union when we make our policies.  

A UK Government priority is the agreement of a set of ambitious pro-development multilateral trade rules, which are of great importance in an increasingly globalised world.  The ultimate goal, however, has to be a global market without tariffs or other barriers.  The UK is providing a significant amount of assistance in helping developing countries become more competitive exporters.
We must ensure that Internal Market policies enhance rather than inhibit EU external competitiveness and enable businesses to compete effectively in global markets.  In setting our priorities and determining how to take action, we must consider the impact of policies on EU competitiveness, in particular through the use of impact assessments, which must take account of the global context.  We must ensure that the EU regulatory framework is flexible, and avoids undue regulatory burdens, so that it does not stifle or inhibit our businesses in comparison with their competitors in other regions.

Standard setting is an area where it is particularly important to consider the global context.  We must take account of regulatory regimes around the world in the way in which we develop our own regulatory framework.  We believe that fostering a climate for increasing harmonisation of frameworks and standards across the EU and the world is highly desirable.  For instance, there would be huge benefits to both consumers and industry in seeing the development of a more harmonised framework of rules for e-commerce across the EU, and potentially across the EU and North America, creating a de facto “transatlantic” market for e-commerce and making trans-border e-commerce a reality, which would bring a huge boost to consumer choice and business growth, together with cheaper prices as a result of trans-border competition.

Harmonising markets in this way would also make it easier for industry across the EU and beyond to make the business case for developing technical standards appropriate for these expanded markets that allow vast economies of scale.  Governments can further facilitate the development of these technical standards by making it easier for researchers, both in the private sector and in academia, to collaborate in the EU and across continents, for instance with US or Asian entities.

In some cases, we may conclude that we will best support the competitiveness of our businesses if we go along with an existing, or emerging, set of standards in another part of the world.  In other cases, we may conclude that the current state of the market will allow the EU to develop its own standards with a reasonable expectation that they will be developed more widely.  In such cases, we should be taking a strategic approach to promoting EU standards, and persuading countries in other regions to embrace the EU approach.  

A good example of a European model being built on to create a worldwide body is the work of the European Telecommunications Standards Institute (ETSI) and the 3G Global Partnership Project (3GPP).  ETSI is one of three Commission-recognised European Standards Organisations, and is the lead body globally for technical standard in its field.  It deals with electronic communications, and is industry dominated.  By working with other regional telecommunications standards bodies in the USA, Japan, Korea and China under 3GPP, it has facilitated the evolution of the GSM mobile phone standard (which is the world’s most widely used mobile phone standard) into a 3G mobile phone standard based on the same technology.  This also supports the further penetration of the earlier GSM standard that is now the responsibility of 3GPP.  This may be seen as a European success story, and the ongoing evolution of these standards has been heavily supported  by the ways of working we have in Europe, particularly our more formal standards bodies.  It is not without opposition from the other partner countries, who do have some concern that it is “Euro-centric”, but it has delivered a successful outcome.

The UK Government is in favour of increased dialogue between the EU and other governmental and non-governmental standard-setting organisations.  For example, in the telecoms and internet sectors, standards are increasingly developed in Asia, primarily by Chinese, Japanese and Korean bodies.  Effective dialogue with stakeholders in these countries is essential if we are to support EU businesses operating in these sectors.  Such dialogue must take full account of the situations in the EU Member States that are being represented.

We welcome the EU’s economic co-operation initiative with the US, particularly in the area of regulatory co-operation.  This recognises the potential for mutual benefit in improving compatibility between different regulatory systems.  A good example of such work is the CARS 21 initiative on convergence with the UNECE (United Nations Economic Commission for Europe) standards in the area of automotive legislation.  Work with the US has also shown the difficulty of making progress in economically mature sectors with well-established but incompatible regulatory structures, and the benefits of co-operating as technologies develop.  The UK Government would like to see enhanced initiatives with other major commercial partners (eg Japan) and with major emerging countries (eg India, China, Brazil, Indonesia, Nigeria and South Africa), where there should be more scope for influencing standards and regulations at an earlier stage.  Member States should be actively involved in such initiatives.

In addition to taking forward dialogue itself, the EU should be encouraging and facilitating private sector dialogue on some of the technical details of standard setting, in areas where a prescriptive regulatory approach would be inappropriate.

24. In your experience, do Member States and the EU institutions do enough to promote the opportunities presented by the internal market?  Which concrete actions would you suggest for improving the situation?


The UK Government agrees that raising awareness of the opportunities offered by the Internal Market is important if businesses and citizens are to derive the full potential benefits, and not take it for granted, or see only negative aspects.  People are often more conscious of the barriers they face than the opportunities – they notice when they have problems enforcing their rights, or if they encounter what they see as undue bureaucracy, but often don’t attribute opportunities to the actions of political organisations. 

If we are to increase popular support for the Internal Market, our starting point must be to make it work effectively, particularly by ensuring that effective implementation and enforcement enables people to exercise their rights, and by eliminating undue administrative burdens and bureaucracy.  Easy-access mechanisms for businesses and citizens wishing to find out about and enforce their Internal Market rights, such as SOLVIT, can help with this.  And we must avoid the kind of red-tape and over-regulation that has at times given the EU a bad name.

There is also a role for EU Member States and the Commission in promoting awareness of the opportunities provided by the Internal Market.  Case studies could help with this, providing real examples of people and businesses who have benefited from the Internal Market.  The UK Government encourages the Commission to collect such case studies, and consider how they can be used most effectively to raise awareness.  Properly conducted impact assessments should also provide a useful source of information about the benefits of Internal Market Policies, particularly if followed up by effective evaluation.

However, as noted above, the most important thing is to ensure that the Internal Market delivers results.  The more we make the Internal Market a reality, and support our businesses and citizens in making the most of its opportunities, the more they will see it working for them.
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