Follow up to the European Parliament resolution on Single Market governance within the European Semester 2015, adopted by the Commission on 3 June 2015
1.
Rapporteur: Ildikó GÁLL-PELCZ (EPP/HU)

2.
EP reference number: A8-0018/2015 / P8_TA-PROV(2015)0069
3.
Date of adoption of the resolution: 11 March 2015

4. 
Subject: Single Market governance within the European Semester 2015

5.
Competent Parliamentary Committee: Committee on the Internal Market and Consumer Protection (IMCO)
6.
Brief analysis/assessment of the resolution and requests made in it:
The European Parliament has outlined its priorities on the matter of Single Market Policy since the beginning of the mandate, in particular via its Committee on Internal Market and Consumer Protection (IMCO).

The more recent position has been addressed in this initiative report of Ms Ildikó Gáll-Pelcz (EPP/HU) on the Single Market Governance within the European Semester 2015, adopted in IMCO on 22 January and endorsed by the European Parliament plenary on 11 March after a debate on the European Semester 2015.
This resolution covers Single Market policy at large (sector specific + governance strategy) and comes at the time when the European Parliament is still shaping its priorities for the new mandate. It is also timely to feed in the ongoing reflexions at the Commission and at the Council on the issue.

Policy recommendations:

The resolution:

· reiterates the need to address the untapped potential of the Single Market in key growth areas such as digital single market, free movement of goods, services, public procurement, consumer acquis and energy;

· puts forward the need to improve the governance of the Single Market, focusing on modernising the current reporting and monitoring tools in particular with more specific economic data, on improving dialogue with and between Member States in order to identify and address the complexities in implementing Single Market legislation, on stepping up efforts towards enforcement and implementation of Single Market legislation. It regrets, finally, that the SMIR has been omitted for 2015.

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:
The Commission shares the diagnostic of the resolution as regards the current state of the Single Market, in particular as further specified in the study of September 2014 on the "Cost of Non-Europe" in the Single Market.

Moreover, the Commission overall welcomes the recommendations of the resolution, as it feeds in its reflexions on many aspects of its policy and of its priority actions in 2015 as announced in the Commission Work Programme: the Internal Market Strategy, planned for adoption for the end of 2015, the Digital Single Market package, planned for adoption in Spring 2015, and the Energy Union package adopted on 25 February 2015.

On this basis, and as much as the internal reflexions on these priority actions allows, the Commission would like to comment on the following aspects:

a) Services:

The Commission welcomes the report's emphasis on the need to strengthen the single market to make better use of the growth potential in the services sector. The forthcoming Internal Market Strategy will include initiatives to this end, to the benefits of both companies and consumers.

b) Digital Single Market:

The announced Digital Single Market Strategy is a step towards the creation of an area where citizens and businesses can seamlessly access and exercise online activities under conditions of fair competition, irrespective of their nationality or place of residence.

The Commission agrees with the importance and the need to invest in digital networks to achieve the Digital Single Market. The EU has put together a bundle of policy, regulatory and funding measures to this end, such as the Digital Agenda for Europe’s broadband targets (which have progressively become a reference for public policy), the Commission 2013 Recommendation on non-discrimination and costing, the Broadband Cost Reduction Directive 2014/61/EC, the revision of the State Aid guidelines for broadband in 2012, and the access to EU funding possibilities (the European Structural and Investment Funds, CEF Broadband, and the potentially much greater sums that could be deployed under the European Fund for Strategic Investments).

The Commission is committed to ensuring ubiquitous wireless connectivity at high levels of reliability and quality for both citizens and machines in order to achieve a fully connected Union and eliminate the digital divide. This includes the priority of boosting 4G network roll-out and paving the way for Europe to lead the development and introduction of future 5G infrastructure by 2020 within a competitive Single Market landscape. 

Furthermore, the Commission is in the process of reviewing the regulatory telecom framework.

The announced Digital Market Strategy measures aim at the development of crossborder e-commerce. These actions will be in the field of parcel delivery, consumer protection and facilitation of SMEs selling online crossborder.

Regarding copyright, the Commission confirms that a legislative proposal on the modernisation of the EU Copyright rules is planned in 2015, as set out in the Commission work programme.
In the area of Interoperability and standards, the future revised and extended version of the European Interoperability Framework will be instrumental to avoid the development of e-barriers in the public sector by enabling a coherent implementation of digital end-to-end services and form the basis of a successful implementation of cross-border public services.

Regarding e-government and the implementation of EU Single Market rules, the Commission is working on the implementation of the current EU eGovernment Action Plan 2011-2015. Based on the recommendations of the mid-term evaluation, the Commission intends to present a new strategic initiative on eGovernment as of the beginning of 2016.

Under the Connecting Europe Facility the Commission is in the process of setting up digital service infrastructures for cross-border delivery of digital services, e.g. eHealth, eProcurement and Online Dispute Resolution, based on reusable building blocks, like eID, eSignature, eDelivery and eInvoicing which have coherent and commonly agreed rules and specifications.

The Commission welcomes the call for a swift adoption of the EU’s general data protection framework and the Network and Information Security Directive. The rapid adoption of both is essential to foster trust and confidence and therefore to achieve a true digital single market.

The Commission agrees that consumer trust is an indispensable element of advancing the Digital Single Market. To this end, various recent and ongoing initiatives aim at boosting consumers' confidence and conditions in the online transactions.

The Commission is working on an amended legislative proposal to modernise and simplify consumer rules for online and digital purchases. The initiative will ensure that consumers are adequately protected as well as establish a level playing field for business and reduce costs of complying with different national rules.

The Online Dispute Resolution Platform will become operational as of January 2016, offering consumers and traders a single point of entry for the out-of-court resolution of online disputes through national Alternative Dispute Resolution entities linked to the platform.

The Consumer Protection Cooperation (CPC) Regulation (2006/2004/EC) - which provides a framework for cross-border enforcement of key EU consumer legislation - is particularly important for the Digital Single Market, since it allows national authorities to overcome national jurisdictional boundaries through actions coordinated at the EU level. For example, in 2014, a joint action ensured that the industry took voluntary commitments to stop marketing online games as free when they contained "in-app purchases" and strengthened parental controls on payments. The review of the CPC Regulation, planned for 2016, will further adapt the mechanism to the specific challenges of the Digital Single Market so that online infringements are tackled faster and more efficiently.

The Commission is also working on fostering consumer trust in online comparison tools. A recent study examines the functioning of the various types of comparison tools for consumers and identifies key principles that such tools should respect. As a follow-up, the Commission will work further with the comparison tools operators to ensure they provide transparent and reliable information to consumers.

The Commission supports the development of innovative online and mobile payment services in the Internal Market, through the proposed revision of the Payment Services Directive [PSD 2] and a regulation on Interchange fees [IF Regulation] which modernise EU rules for retail financial services.

Regarding the implementation of the regulation on electronic transactions in the internal market (Regulation 910/2014/EU), the Commission is working with Member States on the implementation of the regulation, in particular preparing secondary legislation. A first result was the adoption on 24 February 2015 of the implementing decision no. EU/2015/296 on Member State cooperation in the field of electronic identification.

With reference to ongoing work on the implementation of the Cloud Computing Strategy
, the Commission would like to recall its commitment, expressed in the Data-driven Economy Communication
, to respond to the European Cloud Partnership's recommendations
 by consulting on a package of cloud policy actions, including on data location restrictions that limit cross-border data flows within the Union.

The Commission agrees that improving digital skills in the Union must be a key priority, both at European and national level. Member States hold the key to modernising their education and training systems, so that skills match the needs of the labour market. They are encouraged to use public funds, including European funding, for ICT training. To complement existing initiatives such as the "Grand Coalition for Digital Jobs" or the "eSkills for Jobs" campaign, the Commission will propose a number of actions in its planned Communication on "Skills for Employability and Competitiveness".

c) Free movement of goods:

The Commission shares the view that the Single market for goods still offers significant untapped potential in terms of growth and jobs. The Commission also agrees that addressing the remaining barriers to the free movement of goods should be a key priority, with a particular focus on those sectors which have the greatest economic potential.

This is why the Commission will focus on ensuring better enforcement of EU harmonisation legislation on goods, helping business to comply with EU legislation, for example through electronic means, as well as analysing how the sales of non-compliant products can be discouraged. In particular, the Commission welcomes the call for increased monitoring of barriers in the Single Market for goods. In this respect, the Commission is currently assessing those sectors and markets where the application of the principle of mutual recognition in the area of non-harmonised goods is economically most advantageous, but where its functioning remains insufficient or problematic. The Internal Market Strategy will encompass initiatives to address potential shortcomings.

Finally, the Commission will continue to treat regulatory convergence as a priority in its strategic dialogues with key third countries as a means of building mutual trust and improving the transparency and coherence of regulatory developments.

d) Public procurement and concessions:

As far as the new Directives on public procedures and on the award of concession contracts are concerned, and in order to ensure their timely transposition and proper implementation, the Commission is providing enhanced transposition assistance to the Member States since beginning 2014. This is being done notably through dedicated thematic meetings of the Commission Government experts Group on Public Procurement (14 days of meetings since February 2014); bilateral meetings and numerous answers to punctual questions of Member States; provision of correlation tables; the setting up of an online platform for the information and best practices exchange between members of the Expert Group on public procurement and the Commission services.”

e) Consumer acquis:

The Commission shares the view that consumer protection and consumer empowerment are preconditions to a sustainable Single Market. For that reason, they are key considerations in the current discussions on the forthcoming Internal Market Strategy and within the context of already adopted Digital Single Market package.

The Commission agrees that correct implementation and enforcement of consumer rules is of key importance. The Commission consistently checks the correctness of transposition of EU consumer law by Member States and, where necessary, opens the infringement procedures under the Treaty. Thus, the Commission has carried out a comprehensive transposition check of the Unfair Commercial Practices Directive 2005/29/EC, in relation to which a number of infringement procedures are pending. The Commission is also about to start a pre-infringement dialogue with a number of Member States regarding the transposition of the Consumer Rights Directive 2011/83/EU.

The Consumer Protection Cooperation Regulation (2006/2004/EC) provides a framework for cross-border enforcement of key EU consumer legislation. Under this framework, Member States authorities work together to stop infringements made by companies across borders and to develop best practices and common approaches towards the same infringements. In addition, the EU-wide "sweeps" (screening of websites in a given economic sector coordinated by the Commission and performed by national authorities) allow to identify breaches of EU consumer legislation and subsequently ensure its enforcement. As of 2014, checking compliance with the Consumer Rights Directive is part of the sweeps. Activities in the context of the CPC Regulation contribute to an equal enforcement of the EU consumer protection legislation across the EU. The Commission is currently reviewing this Regulation to strengthen its efficiency and also adapt it to the needs of the Digital Single Market.

The Commission welcomes the report's reference to the importance of the legislation on ADR and ODR. Member States need to transpose Directive 2013/11/EU on consumer ADR by July 2015. The Commission is actively monitoring the implementation process, including by organising expert group meetings with Member States. As foreseen in Regulation No 524/2013 on consumer ODR, the Commission is working on the technical development of the ODR platform, which should become operational in January 2016.

The Commission shares the view that further action should be explored to encourage sustainable consumption patterns, including in relation to a product's useful life. This will be examined inter alia as part of the preparations for the new Circular Economy package (to be published by the end of 2015), on which the Commission will launch a public consultation before the summer. The Commission is also planning to check the regulatory fitness of the Consumer Sales and Guarantees Directive 1999/44/EC in the framework of the global REFIT exercise. This evaluation is planned for 2016 and will include issues related to defects and guarantees. The Commission has launched a study on the functioning of legal and commercial guarantees for the EU consumers, which is expected to be finished in the course of 2015, and will be feeding into this exercise. Finally, the Commission would like to point out that if a product is proven to have been designed with a limited lifetime and the consumer is not informed about this fact, on the basis of a concrete case-by-case assessment by Member States’ competent bodies, it could be considered as an unfair commercial practice under the Unfair Commercial Practices Directive.

The Commission shares the view that the Consumer Rights Directive is an important instrument of consumer protection in the online environment. However, other pieces of legislation - such as the Directives on Unfair Commercial Practices, Unfair Terms or e-commerce – are also relevant in this context and together provide a comprehensive protection framework.

f) Energy:

The Commission shares the views of the European Parliament regarding the need to ensure a well-functioning and interconnected internal energy market, with a high level of consumer protection and to increase Europe's energy security by diversification of sources and routes of energy. These objectives are reiterated in the "Framework Strategy for a Resilient Energy Union with a forward-looking Climate change policy" adopted by the Commission on 25 February. The Energy Union strategy has five mutually-reinforcing and closely interrelated dimensions designed to bring greater energy security, sustainability and competitiveness: 1) Energy security, solidarity and trust; 2) A fully integrated internal energy market; 3) Energy efficiency as a contribution to moderation of energy demand; 4) Decarbonisation of the economy and 5)
Research, innovation and competitiveness. As far as interconnections are concerned, the necessary measures to achieve the target of 10% of electricity interconnection capacity are set out in the Commission Communication presented with this Energy Union Strategic Framework. In 2016, the Commission will report on the necessary measures to reach a 15% target by 2030.

g) Implementation of CSRs:

The Commission agrees to the importance placed on increasing ownership, monitoring and implementation of the country-specific recommendations. The effectiveness of the European Semester is dependent on implementation. To support these objectives better, the 2015 Annual Growth Survey streamlined the process of the European Semester. As a main change for the 2015 European Semester, the Commission would present only one comprehensive single economic assessment per Member State and will do it earlier. This would improve transparency and facilitate feedback on the Commission's analysis. In addition, the Commission has over time intensified the monitoring of implementation of the country-specific recommendations throughout the year, in dialogue with the Member States. The Commission will continue to develop its tools and procedures for monitoring implementation of the country-specific recommendations. To translate the changes introduced by the 2015 Annual growth Survey, in the package of the 2015 Country Reports presented by the Commission on the 26 February, analysing Member States’ economic policies and including in-depth reviews of the 16 countries identified in November as experiencing macroeconomic imbalances, as well as in the Chapeau Communication (annex 2), the Commission has reported in detail by country and given a summary of the implementation.
h) Country Specific Recommendations (CSRs):

The Commission can stress the importance that it is placing on the completion of the internal market and underline that a well-functioning Single Market is a catalyst for growth and jobs in the EU. In this respect, the role of the Single Market in the Europe 2020 strategy is essential. The Commission is reflecting on a Single Market governance strategy for improving the implementation and enforcement of EU legislation at Member States' level. This already includes: ambitious implementation objectives for all legislation, with in particular a "Zero-tolerance" principle as regards the Services Directive; additional assistance to Member States in this implementation process; further development of online governance tools for information (Your Europe), problem-solving (Solvit) and monitoring performance (online Single Market Scoreboard). In addition, the Commission will continue to make full use of existing tools to assess costs and benefits of legislation, including impact assessments, the SME Test, competitiveness proofing and ex-post evaluations – in line with the better regulation agenda. The country-specific recommendations support well-functioning product and services markets within the Single Market. Separately, the Commission exercises its task of ensuring the application of the Treaties.

i) Single Marker Integration Report (SMIR):

The Commission fully shares the view of the European Parliament that the Single Market is one of EU's best assets to boost growth, create jobs and revitalise the European economy. This has also been underlined in President Juncker's guidelines for the new Commission. Achieving a deeper and fairer Internal Market is amongst the 10 priorities that the Commission will focus on.

The fact that SMIR has not been published this year does not change this.  On the contrary, the Single Market strategy features prominently among the priorities in the Commission Work Programme for 2015 and in the Annual Growth Survey, occupying a considerably more important role there compared to previous years.

The Annual Growth Survey gives the necessary basis to give priority to Single Market-related reforms in the European Semester and, where appropriate, in the ensuing country-specific recommendations.

The Commission has developed several tools in recent years to monitor and report on the Single Market. The aforesaid report was only one among many such tools, including the Single Market Scoreboard and the annual Competitiveness Report. The Commission believes that the quality and impact of the reporting can be enhanced. We are currently reflecting on how to do this, for example through further streamlining of the reports and through more focus on economic indicators. The ongoing methodological revision of the Consumer Scoreboards is also geared towards increasing their relevance in monitoring the performance of the Single Market. This new approach could also be beneficial to the role of the Single Market in the European Semester going forward. The outcome of this ongoing reflection will be part of the forthcoming Internal Market Strategy.
----------------
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