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MINUTES

Fourth Meeting of the Third Period of Sessions of the
IMCO Working Group on the Digital Single Market

Thursday, 16 May 2013
From 10:00 a.m. to 12:30 a.m., Brussels

Meeting room: ASP A3E-2

Putting in place key enablers to encourage business and consumers to make use of
opportunities of the digital single market (II)

1. Welcome by the Coordinator of the Working Group, Mr. Pablo Arias Echeverría MEP.

The Coordinator welcomed all the participants including Mr Michele Dantin MEP from
TRAN committee. He reiterated the overall goal of the working group and gave an
overview of the substantive work done so far, including over 15 meetings and a number
of substantial studies on the digital single market. He informed participants that three
new studies would be presented at the next meeting on 5 June ((New developments of
the Digital Single Market: Ubiquitous Digital Single Market; Discrimination of consumers
on the Digital Single Market and Performance-based full policy cycle for Digital Single
Market (DSM) - analytical study). Mr Arias stressed the importance of the digital single
market in boosting growth and jobs and addressing the issue of youth unemployment.
Finally, the Coordinator presented the two panels of today's meeting.

Towards an integrated parcel delivery market:

2. Intervention of Mr. Werner Stengg, Head of Unit, Unit E3 On-line and postal services,
DG MARKT

Mr Stengg pointed out that the starting point was the e-commerce communication of
January 2012, which highlighted the real potential benefit of e-commerce for consumers
and businesses alike and which pointed to the lack of affordable, convenient and pan-
European delivery services as a major obstacle to e-commerce. As a follow-up the
Commission then started a public consultation which was finalised in February this
year. At the moment, the Commission is analysing the responses received and
preparing a follow-up action, which will take the form of a green paper, likely to be
adopted in September/ October 2013. He stressed that from the Commission's
perspective there was no intention at this stage to come forward with a legislative
response.

Mr Stengg then gave some indications of the responses received during the
consultation. Consumers emphasised the need for more protection if things go wrong
(question of liability, better return policies, tracking possibilities). Retailers saw delivery
services as an inherent part of their overall offer and thus stressed the importance of
better and more reliable and affordable delivery options. Delivery operators highlighted
the complexity of the environment, emphasised that their focus had to be on their
customers, i.e. the retailers and not the end consumers, and stated clearly that there
was no need for legislation; the market would sort itself out. Many logistics
intermediaries called for a harmonisation of standards and increased interoperability.



2

Commission agrees it is a fast growing innovative sector and legislation at this stage
would be premature. However, there is a risk of market failure due to:

 information asymmetries
 no performance measures
 large number of players in the chain, uncertainty of who is responsible for what
 market power issues (SMEs versus large players; periphery versus core...)

It is important now to observe how the market will develop. At this stage the best way
forward seems to be to focus on transparency (of market offers and of transactions
themselves); improved performance measurements; better interoperability and
technical improvements (e.g. in relation to track and trace and labelling); access to
finance for innovative services; how to remove cross border obstacles and how to
support market developments.

3. Intervention of Mr Andreas Lemmer, Vice-President, DHL/DP

Mr Lemmer noted that the growth of eCommerce is radically changing the European
market for parcel delivery. New players are entering the market, offering new types of
services. This increasing competition is driving innovation. DP-DHL has made huge
investments in new infrastructure (750 million Euros in Germany alone) to improve
delivery services. Mr Lemmer agrees that the market for cross-border parcel delivery
was indeed in an embryonic stage (even though the figures available are not reliable as
often consumers are not aware when they purchase across borders). Nonetheless, it is
currently dominated by domestic business in most cases. This has important
operational implications for delivery service operators. DHL-DP focuses almost
completely on national operations (of over 30 available hubs only 5 international sorting
centres). However, international business is growing much faster than domestic ones,
with increasing competition, making it an attractive market. He then gave a number of
examples of innovative services DP-DHL is currently developing (e.g. 'local hero
network' and an innovative solution developed to facilitate faster return processes.

In terms of outlook, Mr Lemmer stated that cross border eCommerce is likely to multiply
by a factor of 4. Innovative solutions will be a key differentiator for competition on
delivery services (making communication between the different actors key), it will be
increasingly determined by consumers, eRetailers will become more demanding
(without necessarily wishing to pay more) making it vital for operators to increase
efficiency.

4. Intervention of Mr. Alfred Köbe, Chair of Postal Users Group (PUG)

eCcommerce goods are not only parcels, some are sent by letter post. Trust from the
consumer to the seller and postal operator and trust from the seller to the consumer. It's
not in the interest of industry to have only one stop actions as what brings profit are
multiple actions. What should be the action?

 To promote the use of trust marks for e-commerce as this promotes
consumers' trust;

 Enable annual turnover of the market.

If the consumer wants to buy something cross border the main questions are availability
to clarify delivery times of stock and secure payment conditions. We have to satisfy all
interests. When the goods are delivered, returns need to take place within a reasonable
time-frame: ´normally consumers have 14 days to return goods and how to effect the
refund to the consumer by company after 14 days, but this is not feasible as the
company needs to receive the goods to effect the return.

On time of delivery, in Netherlands, the cost is 17 Euros for same day delivery, but this
is expensive. At the domestic level, normally it is next day delivery; for cross border it is
2-4 day delivery but this depends on availability of stock otherwise it can take even
weeks.
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On market issues, SMEs do not get sufficient information on the market situation. Also
there are different thresholds of prices for market deliveries and this is not clear for
consumers. Market rules need to be clarified to strengthen NRAs, and promote
cooperation between public and postal operators to develop e-commerce especially for
SMEs.

Q&A session

 border regions: difficult to explain to consumers why it should be so much more
expensive and take so much longer to send parcel 5 km across the border than 500 km in
the same country; there is an urgent need to develop market for cross border delivery.
DHL explained that operational set-up causes this problem, where it first goes to national
distribution centre and then to national distribution centre in the other Member State ;
volumes are still too low to change it - as soon as international business grows, the
distribution networks will adjust

 important environmental implications of increasing eCommerce and increasing transport;
key challenge is at cross border level as still a collection of national delivery markets; too
little focus on consumers (retailers choose delivery options for consumers in most cases)
and lack of transparency on conditions of delivery

 a representative of the SME sector, outlined the challenge for SMEs as big players (such
as Amazon) are dictating the market trends (consumers now expect free return policies,
same day delivery, slot delivery etc) - SMEs need to catch up to follow these rules in
order to be attractive; solutions required include standardised infrastructure (labelling,
ENA coding etc), better coordinated track and trace systems (currently inefficient and
costly); disagrees with COM, what is needed is pricing regulation for small players as
small players with small volumes get unattractive price offers

Content in the Digital Single Market:

5. Intervention of Mr. Giuseppe Mazziotti, Chairman of CEPS multi-stakeholder forum on
"Copyright Law in the EU Digital Single Market".

Dr. Mazziotti gave an overview of the main outcome of the CEPS task force on copyright in
the Digital Single Market, held between November 2012 and January 2013. He stressed the
difference between individual management or rights (dominating the licensing related to films,
software, videogames), where in principle copyright does not pose a challenge to the digital
single market as the bundling of national rights is centralised and managed by a single entity
that decides how territorially wide licences should be. He opposed this with collective
management (primarily used in the music sector), where there have been many problems of
fragmentation in licensing practices, traditionally administered on a strictly national basis. The
Commission had come forward with a number of initiatives to address this (2005
recommendation on multi-territorial licensing of online music rights followed by the proposal
for a directive in 2012, currently negotiated in the European Parliament and Council).

Dr Mazziotti then highlighted the apparent paradox that in sectors dominated by individual
management of rights (e.g. films) the pan-European online content offerings are much less
developed than in the music sector, suggesting that other factors are at least as important as
copyright, including cultural and linguistic diversity, tax rates, broadband penetration and
market structure.

In terms of possible solutions to foster the EU-wide individual rights management, Dr
Mazziotti outlined:

 the importance of the "country of origin" principle as implemented in the Satellite
Directive (1993) and the Audiovisual Media Services Directive (2010)

 enforcement of EU competition law to outlaw agreements which end up partitioning
the market through contractual clauses (see ECJ judgment in Première League case)

 the exhaustion principle for intangible goods/items sold online, such as the Used-soft
decision of the ECJ with regard to the EU Software Directive
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6. Intervention of representatives of the European Commission on stakeholder dialogue
"Licences for Europe"

 Marco Giorello, Depute Head of Unit, Unit D1 Copyright, DG MARKT
 Audrius Perkauskas, Head of Sector, Unit G1 Converging Media and Content, DG

CNECT'.
 Maria Luisa Fernandez Esteban, Policy Officer, Unit E1 Culture Policy and

intercultural Dialogue, DG EAC

Mr Giorello gave an overview of the "Licences for Europe" stakeholder dialogue, which was
initiated by the Communication issued by the Commission in December 2012. It forms part of
a double track followed by the Commission to investigate how licensing in the EU. The first
track followed consists of a review of the legal framework. The Commission has
commissioned a number of studies to see what other action may be required in addition to the
legislative proposals already tabled in the last two years.

Concerning the "Licences for Europe" dialogue, the focus is on identifying market solutions
and innovative self-regulation approaches in order to quickly respond to a fast-evolving
market place. Launched in February, the Commission expects to finalise the process by
November 2013. Four main issues are addressed:

1. cross border digital content - with 3 sectoral working groups (music, audiovisual, eBooks)
2. user-generated content
3. cultural heritage and audiovisual
4. text and data mining

For audiovisual content, the working group so far has focussed on two major issues:

 how to increase cross border circulation - possible solutions may be to go in the same
direction as with music (e.g. if one subscribes to a national service in one Member State,
it should be possible to access this content also from another Member State

 how to overcome double-licensing (by Member States and by language)

The sub-working group on "print" brought together publishers, booksellers, libraries and other
stakeholders. In general, it identified no major obstacles to cross border purchasing, with a
vast availability of ebooks, including cross border, from some major but also a number of
smaller players. Kei issues to be addressed include:

 setting up a platform for finding books online
 interoperability of formats
 facilitating the lending of e-books through libraries

Concerning music, there is a large market for music services online, including around 260
different services and some 30 million tracks available to consumers, including the possibility
for cross border portability. However, the choice of distributors is based on national websites.

7. Intervention of Mr. Stefano Fratta, Digital Regulation Director, Telefónica

Mr Fratta emphasised the fundamental importance of the digital single market for EU
competitiveness and highlighted the fact that the current fragmentation of licensing as an
obstacle to the EU competing globally. The fragmentation of digital content, however, is not
only a copyright problem but depends on many factors such as VAT, delivery, payment and
the availability of broadband. There is no content without networks and vice versa. The
challenge, as Mr Fratta outlined, is that the EU needs to advance simultaneously on many
different fronts as they all form part of one ecosystem. Priority areas highlighted by Mr Fratta
include:

 increase multi-territorial licensing and radically simplify overall copyright regime
 business models (related to digital content) have to adapt to new realities (e.g. reliance

on advertising, based on national markets; fragmentation of repertoire; no cross border
portability, especially for audiovisual content)
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 review of private copying levies
 cloud computing - need standard contract clauses
 balance innovation and data protection - location-based services vital but we need to

ensure adequate privacy rules without excessive administrative burden (e.g. in relation to
giving express consent)

 concerning machine-to-machine services, it is important that these can work across
border

 ePayment and in particular micro-payments
 telecoms - need a regulatory framework that encourages investment so we can ensure

true European connectivity

8. Exchange of views with the Members of the Working Group.

 make sure that we provide our SMEs with the right framework to be able to compete
globally in the field of digital content and services

 recognise improvements in music market, now time to move forward also with regard to
audiovisual content (especially concerning cross border portability and the avoidance of
'double-licensing', by territory and by language)

 current legislative proposal on collective rights management and multi-territorial licensing
in the online music sector - will it improve the situation or not? collective rights
management by far the most complex issue; Mazziotti argued that the draft directive will
probably bring some improvement but it offered too little too late as market has already
developed in a different direction (licensing hubs on the one hand bringing together major
publishers and big collecting societies representing primarily Anglo-American repertoire,
and regional hubs on the other hand, set up to compete with Anglo-American repertoire).

 need to encourage development of Global Repertoire Database as a tool for smooth
online licensing

 importance of Europeana project - would this not be the right place to add music and
audiovisual content also? COM informed members that indeed Europeanea may be one
practical way of getting audiovisual heritage online; still in exploratory phase

 why is cross border portability so difficult (should be the same for digital and physical);
COM agreed and suggested that copyright was not the main problem as in principle even
pan-European licences for audiovisual content were possible, but rather market practices,
especially relating to contracts and distribution (territorial segmentation of distribution,
sold market-by-market, as a means of financing for films)

 private copying levies - once a user has purchased digital content, it should not be
required to pay another private copying levy for storing the content on the cloud; review
process is ongoing, based on the recommendations put forward in the mediation process;
storage on cloud cannot be considered private copying and should probably not be
subject to a private copying levy

10. Time, place and topic of the next meeting of the Working Group.

The next meeting of the working group will take place on 5 June 2013 from 10h00 to 12h30.
We will have a presentation of 3 new studies coordinated by the European Parliament Policy
Department and an exchange of views on the upcoming IMCO draft Motion for a Resolution
on "Completing the Digital Single Market".


