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Executive summary

In spring 2023, Sweden holds the Presidency of the EU Council
of Ministers. The Swedish Government assumes this important
responsibility at a time when it is critical for the European Union
to stand firm and united around the core values of openness and
democracy.

A call for action during the Swedish EU Presidency

In an era of increasing geopolitical tensions, re-evaluation of global value chains,and a
global economy heading towards recession, the Single Market is key to securing growth and
resilience of the EU economy. Based on a survey of almost 1,000 SMEs, interviews, and a
literature review, we call for EU governments and institutions to:

SET A BOLD AND AMBITIOUS VISION FOR THE SINGLE MARKET

@ The Single Market is key to establishing an economy that works for people, securing a stronger Europe in
the world, and making Europe fit for the digital age - three of the six headline ambitions in the European
Commission’s 2023 work programme.

/@ BUILD A CULTURE OF TRUST AND COMPLIANCE

Frictionless trade in the Single Market requires complete, correct, and immediate transposition of regulation
into national legislation. Removing existing barriers related to incomplete implementation of Single Market
legislation can add an additional 520-600 bEUR to the EU economy.

t/f CREATE A GREEN AND CIRCULAR SINGLE MARKET

DE? Trade is a vehicle for incentivising innovation, spreading innovations across markets, and reducing the costs
of transitioning to more sustainable production and consumption systems. Frictionless trade of climate
goods and services within the Single Market is a prerequisite for the green transition.

I} USE DIGITAL TOOLS AND SOLUTIONS TO CREATE CONDITIONS FOR GROWTH

The efficiency and effectiveness of EU legislation can be undermined by a high level of complexity in the
application by European firms. Digital tools can be applied to lower the costs of collecting, updating, and
making information available within the Single Market.

For that purpose, we put forth 11 concrete recommendations.



@ SET A BOLD AND AMBITIOUS VISION FOR THE SINGLE MARKET

#1 Adopt an ambitious Single Market
Strategy

#7 Strengthen SOLVIT by establishing a
Single Market Ombudsman in every EU
Member State and commit SOLVIT to act
more proactively on structural cases and
to raise awareness

#3 Conduct a data flow test of all existing and
new EU regulation

Adopt a Single Market Strategy that clearly reinstates the
Single Market at the forefront of the EU’s integration project,
green transition, and innovation agenda. The Single Market
Strategy should take a holistic approach to the full business
and consumer journey as well as to integrate regulation
across all pillars of the Single Market.

Designate a Single Market Ombudsman (head of or in
collaboration with SOLVIT) in each Member State as a
national, independent body with access to effective
remedies. A network of Single Market Ombudsmen is to be
set up under the auspices of the European Commission to
safeguard a uniform interpretation of the EU rules in the
Member States.

Implement a data flow test that acknowledges the supremacy
of the principle of data protection in the EU but limits the

risk of creating unjustified burdens when applying data
protection rules. This gives businesses a possibility to legally
challenge data protection decisions that are perceived as
disproportionate.

’@ BUILD A CULTURE OF TRUST AND COMPLIANCE

#l Upgrade the European Semester to
include recommendations on how to
harmonise implementation of EU
regulation and close the compliance gap

#95 Strengthen the use of the Better
Regulation Toolbox by integrating
implementation into the design of new
regulation and consistently respecting
impact assessment requirements

Incentivise Member States to correctly apply and take
political ownership for the correct application of EU rules
by integrating recommendations on closing the compliance
gap and harmonising implementation of EU regulation into
the European Semester, governed by a mix of surveillance
mechanisms and possible sanctions.

Put more weight on integrating implementation into

the design of new regulation and avoid deviations from

the requirement to make impact assessments. Impact
assessments are critical for avoiding new regulations that
are ill-conceived and for ensuring that new regulations
achieve the policy objective, with recognition of unintended
consequences and/or trade-offs.

Hf\ij; CREATE A GREEN AND CIRCULAR SINGLE MARKET

#6 Map and remove regulatory barriers to
trade in climate goods and services within
the Single Market

#7 Design the digital European product
passport in a way that makes the circular
work of businesses easier

Map and remove regulatory barriers to trade in climate
goods and services within the Single Market to accelerate
decarbonisation by structuring market signals, incentivising
innovation, and reducing the price of new technologies.
Develop a roadmap for removing critical barriers and monitor
its implementation.

Introduce a well-designed Digital Product Passport based on

stakeholder input, including SMEs. This will minimise the risk
that administrative burdens and costs for businesses reduce

the potential of the passport to support circularity and create
a lack of cohesion within the Single Market.



I} USE DIGITAL TOOLS AND SOLUTIONS TO CREATE CONDITIONS FOR GROWTH

Establish a truly harmonised approach to EPR; a centralised

#2 Create,a one-stop-shop to Member_ - and up-to-date digital EPR one-stop-shop solution that
States’ extended producer responsibility would facilitate single EPR registration and reporting across
(EPR) systems all Member States at the product-level.

Simplify VAT procedures by creating a single VAT ID in the
#4 Create a single VAT ID and extend the VAT EU and expanding the existing VAT one-stop-shop concept
one-stop-shop to cover all goods transactions (including pan-EU inventory
placement and onward sales).

Bring EU labelling requirements to the digital era by
providing manufacturers the option to choose whether to
#10 Recognise digital labelling as a true market their product digitally or physically - i.e., recognising
substitute for physical labelling digital labels as true substitutes for physical labels across
product groups and Member States.

Create a more competitive framework for cross-border

#Il Create conditions for the development payments to ensure that EU citizens have access to a diverse
of easy, fast, reliable, and low-cost range of providers, all of whom operate within an open,
cross-border payments for both euro and competitive setting, including traditional financial providers
non-euro payments such as banks, fintech providers, and platform operators.

Our recommendations give a voice to Swedish SMEs

Small and medium-sized enterprises (SMEs) are the backbone of the Swedish economy,
accounting for 99.9% of all firms and 48% of GDP. Since 1990, these SMEs have created more
than four out of five jobs in Sweden and account for 55% of Sweden’s total employment. SMEs
are the main drivers of innovation and develop innovative solutions to global challenges like
climate change.

Since Sweden became a member of the EU in 1995, the Single Market has, on average,
increased Swedish GDP per capita by 1.5%, created 70,000 jobs, and increased the citizen’s
purchasing power by 540 EUR — every year. The standardisation and regulatory harmonisation
associated with the Single Market is particularly valuable for SMEs, which often lack the
knowledge, scale, and economic resources to enter export markets with differing trade
regimes and regulatory frameworks.

We have conducted a survey of around 1,000 Swedish SMEs as part of this study, of which
300 SMEs are either current or potential exporters. Of these SMEs, 95% say that they have
benefitted from the Single Market, but around 75% of the SMEs say that regulatory barriers
limit their scope for doing business in the Single Market to some extent.



Regulatory barriers increase costs, lower profits, and erode the competitiveness of Swedish
SMEs relative to local firms. The SMEs in the survey uniformly confirm that lowering regulatory
barriers can help them do more business in the Single Market. Close to 9 out of 10 SMEs

state that simplification of administrative procedures will help them do more business in the
Single Market. Equally important is securing better access to national rules, harmonising VAT
procedures, and creating better conditions for cross-border payments.

A united Single Market offers a platform for SMEs to gain scale and build up muscles to
compete globally. Consequently, the Swedish (and European) economy foregoes significant
opportunities for creating more benefits for workers through higher job creation, better paid
jobs, and improved job security. In addition, consumers miss out on benefits from lower prices,
improved product variety, and reduced delivery times.

The report also intends to inspire future Single Market initiatives

The Single Market is one of the greatest successes of the EU and has effectively laid the
foundation for the EU becoming the world’s largest economy. The accumulated gain from the
Single Market amounts to 8-9% of EU GDP At the same time, consumers have benefitted from
access to a large variety of goods and services produced in other countries at lower prices.

The size of the Single Market has moreover given the EU a stronger position in negotiations
and dialogues with global partners. Using this leverage in difficult times of external shocks
and global disruptions has helped build a more resilient and prosperous European economy.

Given the importance of the Single Market, this report also calls for future EU initiatives to
continue setting a bold and ambitious vision of the Single Market. There are also a few policy
areas of great importance to SMEs that have been left out of the study, but where future Single
Market initiatives could make a significant difference:

» Public procurement | SMEs see great growth potential from removing regulatory
barriers to their participation in public procurements within the Single Market, including
language barriers, lack of transparency, and regulatory barriers. We encourage future EU
presidencies and commissions to initiate research in this field and implement specific
policy initiatives that make it easier for SMEs to participate in cross-border public
procurements.

« Copyright | SMEs call for a harmonisation of service rules. As some software and
digital services largely consist of copyrighted content, the free movement of services is
closely related to copyright. Today, free movement is hindered by the fact that copyright
consists partly of EU law and partly of national law. Some things can thus be protected
in one country but not in another. We call for future EU presidencies and commissions
to ensure that this patchwork of directives, regulations, and national laws, which drives
up transaction costs with different rights and agreements for different Member States,
becomes fully harmonised.



Reboot of the Single Market

Scoping and preparing the report

The European Commission has a broad and far-reaching 2023 work programme. As the
President of the EU Council of Ministers, it is the task of the Swedish Government to select
what Single Market issues to prioritise during its term. Equally important, the Swedish
Presidency will also start laying the foundation for the work of the new European Commission
in 2024. In this report, we encourage the Swedish Government to focus on the acceleration of
the integration of the Single Market — not to shift focus inwards but to leverage a strong and
united Single Market that will benefit the EU in global negotiations and geopolitical dialogues.

The prioritisation of the 11 recommendations have required significant scoping and
preparation. We have taken the perspective of SMEs, which are disproportionately negatively
impacted by regulatory barriers. The recommendations will, however, benefit all firms
irrespective of size. Benefits will spread to workers through higher job creation, better paid
jobs, and improved job security. In addition, consumers will benefit through lower prices,
improved product innovation, and reduced delivery times.

The development of policy recommendations

The policy recommendations brought forward in this report include policy initiatives
that can be acted on in the short-term, but the aim is also to set the direction of

an ambitious long-term vision for the Single Market. The relevance of the report
therefore stretches beyond the Swedish Presidency.

The development of policy recommendations in this report has involved:

» SME survey | We carried out a survey together with the Swedish Federation
of Business Owners, Féretagarna, among members of the association. The
objective of the survey was to identify key barriers and possible solutions to
conducting business on the Single Market. In total, 987 SMEs participated in the
survey, of which 300 SMEs are either existing or potential exporters.

Interviews | We have conducted interviews with Swedish firms and civil servants
to deepen our understanding of policy initiatives that can reduce significant
barriers to doing business in the Single Market and to sharpen our policy
recommendations.

Literature survey | We have reviewed the literature to find documentation for
the benefits from the Single Market and the growth potentials from further
integration. We have also found inspiration for the policy recommendations in
existing position papers.




1. Peace and prosperity from the Single
Market

Background Key facts and figures

In 1998, the Single Market was created to increase —1  Since Sweden became a member of
economic prosperity and peace in the EU by / the EU in 1995, the Single Market
fostering the free flow of goods, services, capital, i | | | has on average increased Swedish
and people among its members. GDP per capita by 1.5%, created

70,000 jobs, and increased the
citizen’s purchasing power by 540
EUR - every year.

The establishment of the Single Market created

aneed to harmonise legislation and establish ______,}.
common standards to ensure that domestic

and foreign firms meet the same regulatory

requirements, fostering fair competition and a Tg
level playing field when doing business across N
borders in the Single Market.

% Standardisation and regulatory
2 harmonisation benefit SMEs in
== particular, and 65% of Swedish
SMESs' total exports are destined for

The size of the Single Market gives the EU a the Single Market.

stronger position when negotiating with global

trading partners and engaging in geopolitical The focus in this report is on the
dialogues. Using this leverage through difficult Single Market but it is highly
times of external shocks and global disruptions important that the EU continues
has helped build a more resilient and prosperous to leverage the Single Market in
European economy. the external dimension as well,

particularly to negotiate more EU
trade agreements.

11  The Single Market opens up Europe to firms and citizens

The Single Market is designed to enable goods, services, capital, and people to move freely
across countries by removing border regulation, custom duties, and tariffs. The Single

Market consists of the 27 EU Member States and the four EFTA Member States (Iceland,
Liechtenstein, Norway, and to a certain extent, Switzerland). Combined, members of the Single
Market are the world’s largest trader in both goods and services!’

The establishment of the Single Market created a need to harmonise legislation and establish
common standards across members to ensure that domestic and foreign firms meet the
same regulatory requirements, fostering fair competition and a level playing field when doing
business across borders in the Single Market.

Access to the Single Market has allowed Swedish firms to specialise and to export goods and
services in which they have a comparative advantage. At the same time, Swedish consumers
have benefitted from access to a large variety of goods and services produced in other
countries at lower prices. Since Sweden became a member of the EU in 1995, the Single
Market has, on average, increased Swedish GDP per capita by 1.5%, created 70,000 jobs, and



increased the citizen’s purchasing power by 540 EUR - every year, see Figure 1.2 In total, every
third job in Sweden today depends on trade, and 50% of trade is with members of the Single
Market.?

Today, more than 63% of Sweden’s total exports go to members of the Single Market, and 73%
of Sweden’s total imports origin from the Single Market, which underlines the importance of
the Single Market as a first step on the internationalisation journey for many Swedish firms,
especially SMEs.* Moreover, 80% of all new products in Sweden originate from the Single
Market, spurring innovation and enhancing productivity.®

The free movement of capital has benefitted the overall Swedish economy. Today, 70% of
foreign direct investments (FDI) into Sweden originate from members of the Single Market,
corresponding to a total stock of inward FDI of more than 220 bEUR. Likewise, 58% of all
Swedish outward FDI are invested in members of the Single Market.® Similarly, the free
movement of people has made it easier to live abroad, and 400,000 Swedes currently live in
other EU countries, while 300,000 EU citizens live in Sweden.”



Figure 1.

The Single Market benefits Swedish workers and consumers

@ cop =/ INCOME 5 JoBs
1-5% Added to GDPper €54O Added to the purchasing 70,000 Jobs created

capita annually power of the average annually
citizen annually

780,000 jobs (15% of all jobs)

Supported jobs are mainly in the service sector:

6%

TRADE |

63 % of total Swedish exports go to the Manufacturing

Single Market Services

e Pri t
730/ of total Swedish imports originate 1% rimary sector
O fromthe Single Market

INVESTMENT S

58(y of Swedish outward FDI is Firms controlled by countries in the Single
O invested within the Single Market, Market support 494,000 jobs in Sweden (70%
corresponding to 206 bEUR. of all jobs created by foreign-controlled firms

70% in Sweden).

of FDI into Sweden originates from

the Single Market, corresponding to Swedish firms with affiliates abroad support
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are supported by Swedish exports to the Single Market.



1.2 The Single Market is a platform for SMEs to scale up and mature

Small and medium-sized enterprises (SMEs) are the backbone of the Swedish economy,
accounting for 99.9% of all firms and 48% of GDPE Since 1990, these SMEs have created more
than four out of five jobs in Sweden® and account for 55% of Sweden’s total employment.’®
SMEs are the main drivers of innovation and bring innovative solutions to global challenges
like climate change."

SMEs generally have less resources and capital available compared to larger enterprises,
and regulatory burdens and administrative requirements are disproportionately difficult for
them to carry. The cost of fragmented regulation and excessive administration are typically
independent of the size of the cross-border activity,and SMEs tend to use a larger share of
their resources to handle trade barriers.'?"?

Standardisation and regulatory harmonisation are therefore particularly beneficial for SMEs
that strive to scale-up and enter new markets, access European value chains, and strengthen
their international competitiveness."* SMEs account for 43% of total Swedish exports, and
65% of the SMESs’ total exports are destined for the Single Market.'®

Figure 2.
Swedish SMEs gain from access to the Single Market

5- of total Swedish exports
P 43%

are done by SMEs
\AANs 650/ of Swedish SMEs’
A O exports are destined to

SWEDISH

SMES MAKE
UP 99.9% OF |
ALL SWEDISH 55% {5
FIRMS

750/ of total Swedish imports
O aredone by SMEs

(s) or 3,300 bEUR of
48 /0 Sweden’s total value

added comes from SMEs

Note: SMEs are defined as enterprises with less than 250 employees.



Most SMEs (95%) that participated in the survey conducted as part of this study state that
they benefit from access to the Single Market. 41% state that they benefit significantly, while
53% assess that they benefit to some or a lesser extent, see Figure 11 in Appendix 1.

The SMEs in the survey mainly export to (83%) or source from (40%) other firms in the
Single Market. Other activities include exporting to private clients (16%), establishing a local
presence (9%), and participating in public procurements (8%).

Figure 3.

Swedish SMEs mainly use the Single Market for exporting and
sourcing

Exporting to other firms 83%
Sourcing 40%
Exporting to private clients 16%

Establishing a local presence 9%

Participating in public procurements 8%
Recruiting workers 4%
Posting workers 2%
Attracting investors 2%
Receiving funding 1%

Other way/ Don’t know 6%

Source: Implement Economics based on an SME survey conducted by Féretagarna (see Appendix 1 for further details).

1.3 The Single Market secures leverage and a global voice

The Single Market has not only spurred Swedish prosperity by facilitating more interactions
between Member States. The size of the Single Market gives the EU a stronger position when
negotiating with global trading partners and engaging in geopolitical dialogues. Using this
leverage in difficult times of external shocks and global disruptions has helped build a more
resilient and prosperous European economy. Some examples are:



SAAD

)&

Manoeuvring through global health crises | Centralising the procurement
of vaccines at the EU level strengthened Member States’ bargaining power
and gave access to vaccines on a larger scale, in the required time, with good
delivery conditions, and with a diversified pool of suppliers.'®'” In total, the
EU secured up to 4.2 billion doses of vaccines for EU citizens.”®

Giving economic power to EU sanctions | Sanctions are an essential tool of
the EU’s common foreign and security policy. The unifying rationale of most
sanctions regimes is the attempt to alter, by economic pressure, the strategic
choices of state and non-state actors. The size of the Single Market gives
leverage to the economic pressure imposed by EU sanctions, such as EU
sanctions on Russia.”®

Securing market access and diversifying trade | The size of the Single
Market makes the EU an attractive partner for business, and individual
EU-Member States would not have been able to make as many and as
favourable trade agreements on their own.?’ Swedish firms have access to
45 trade agreements with 78 countries, including the EFTA-countries,?2?
and no trading partner has more trade agreements than the EU.22 These
agreements have improved access to and lowered the price of raw materials
and intermediate inputs, and they have also given preferential access to key
export markets.

Setting global standards | The harmonisation of regulatory requirements
and specifications of goods or services crossing borders within the Single
Market have paved the way for a series of European standards. In a
globalised world, shaping or ultimately setting the standards can give a
powerful first-mover advantage by minimising the adjustment costs for

EU firms, which are then able to operate in export markets based on their
home market rules.?* Several European standards have been adopted at an
international level, and modern EU trade agreements act as a booster for
the global adoption of EU standards to secure a level playing field between
European firms and their third-country competitors.?

Balancing specialisation and resilience | The Single Market enables
Member States to specialise and import what others can produce better,
see Figure 4. Sweden currently imports more than 5,200 products. For 2,040
of these products, imports are concentrated from only 2-3 countries, and
Sweden’s production and economy is dependent on having access to and
good political relations with these countries. The large bulk of these products
are imported from partners where trade takes place under regulated terms
(1,600 products are imported within the Single Market and 120 from trade
agreement partners). The remaining 320 products are imported from third
countries, and negotiating trade agreements with these countries can help
Swedish firms diversify their imports even more and build more resilient
global supply chains.



Figure 4.

The Single Market has enabled specialisation and helped build
resilience?®

Sweden imports a total of 5,200 products. Based on a methodology developed by the European Commission, we have
assessed the import dependency of Sweden based on three different definitions of import dependency:

Products where 2-3 countries
account for more than 50% of
total imports and local production
is insufficient to cover demand

by

Import dependent products | For products in this group, imports originate from 2-3 countries and local production
in Sweden is insufficient to cover total demand. The high concentration of imports exposes Swedish importers to
disruptions in supply from the trading partner (e.g., due to logistic challenges and production lockdowns) and to
geopolitical tensions around the trading partner.

Sensitive import-dependent products | This sub-group of import-dependent products contains products that

are particularly important to the well-being of Swedish citizens (e.g., pharmaceutical ingredients and healthcare
products) or for maintaining production (e.g., raw materials and intermediate goods). The sensitivity of these
products adds to the exposure of the Swedish economy and underlines the need to secure access to these products.

Critical import dependent products | This sub-group of sensitive import dependent products contains products
that are highly concentrated in global supply (global supply is concentrated in 2-3 countries). This means that
Sweden shares its import dependency with all other countries. In case of supply interruptions, Sweden (as well as all
other countries) have very limited opportunities to redirect imports to other locations.

Import products

~5,200 . Trade agreement Other third
' Al partners countries

Import-dependent
P p ~1,600 products ~120 products ~320 products

roducts
By (78%) (6%) (16%)
Products that are potentially
sensitive, such as raw materials,
active pharmaceutical ingredients,
orindustrial supplies Sensitive products ~590 products ~40 products ~70 products
~700 (84%) (6%) (10%)
Products with high concentration
in global production, preventing
Sweden from diversifying imports Critical
towards other countries or own products £ E);Zgu)cts g p(;ozci/u;:ts o ZFZS/L;CtS
0, 0, 0,

products

~72

Note: We use the BACI (Base pour 'Analyse du Commerce International) dataset, which consists of bilateral trade flows at
the product level in 2019. Products correspond to the harmonised system nomenclature (6 digit code).



2. Removing regulatory barriers will benefit
SMEs

Background Key findings from survey

Initiatives to standardise and harmonise (o) of the SMEs say that they have
regulation across members have come a long way 9 5 A) benefitted from the Single Market,
to dismantle obstacles to doing business within mainly through exports to and

the Single Market, but significant regulatory sourcing from other firms.

barriers still exist.

In collaboration with the Swedish Federation

of Business Owners (Foretagarna), we have 7 5 %
conducted a survey among Swedish SMEs to

identify key barriers and possible initiatives that >

will make it easier for SMEs to conduct business in

the Single Market.

_ _ (o) of the SMEs perceive regulatory
This report focuses on regulatory barriers that 3 5 A) barriers as restrictive for their
prevent Swedish SMEs from reaching their full ability to participate in public
potential in terms of trading goods and services procurements, an area seen as
across borders in the Single Market.

of the SMEs find that regulatory
barriers to some extent limit their
scope for doing business in the
Single Market.

offering great business potential.

We encourage future EU presidencies and

institutions to continue having focus on 870/ of the SMEs state that
dismantling regulatory barriers, also within public (0] simplification of administrative
procurements and recruitment that are not procedures will help them do more
covered by this study. business in the Single Market.

21 Activities and potentials for growth of SMEs in the Single Market

Surveys of European CEQOs, entrepreneurs, and SMEs find that the Single Market has come
a long way to dismantling obstacles to the free flow of goods, services, capital, and people
across borders, but all see further potential that can be unlocked by removing remaining

barriers.?”

The average rating of the ‘completeness’ of the Single o)
CEOs ; Market in terms of the four freedoms 75 /0
Entre- @ The share of entrepreneurs in the EU that see further

(O_J potential for enabling their company to operate and 70%

preneurs w compete freely in the Single Market

The share of SMEs that consider obstacles within
SMEs ((}% administration or differences in rules and legislation as 70%

significant or very significant



The survey conducted as part of this report confirms that Swedish SMEs have a similar
perception of the benefits and potential from the Single Market as their European
counterparts. 95% of the Swedish SMEs say that they have benefitted from the Single
Market, mainly through exports to and sourcing from other firms (see Figure 12 and Figure
13 in Appendix 1). The SMEs also confirm that there is potential to further benefit from the
Single Market. 75% of the SMEs see a potential for increasing exports to other firms, 21% for
exporting to private clients (particularly through e-commerce), and 19% for establishing a
local presence in other members of the Single Market (particularly within services).

Figure 5.

SMEs see significant potentials for growing their business in the
Single Market

Exporting to other firms 75%
Exporting to private clients 21%
Establishing a local presence 19%
Sourcing 17%
Participating in public procurements 16%
Recruiting workers 1%
Receiving funding 6%
Attracting investors 5%
Other way/Don’t know 5%

Posting workers 4%

Source: Implement Economics based on an SME survey conducted by Féretagarna (see Appendix 1 for further details).

Note: Question from survey: ‘Where do you see the largest potentials within the Single Market for growing your business?;
n=251.

Results indicate that 75% of SMEs find that differing regulations across members in the
Single Market limit their scope for doing business in the Single Market to some extent.
Meanwhile, 32% say that they see regulatory barriers as critical for their opportunities for
doing business in the Single Market to a very large or large extent, see Figure 6. Regulatory
barriers are as challenging as finding customers and meeting customers’ needs (75%).



Reboot of the Single Market

However, they pose a larger problem for SMEs than facing a concentrated or unclear
competitor landscape (56%) and other traditional export barriers that are typically addressed
at the national level, through various export promotion and accelerator activities.?

The SMEs assess that regulatory barriers increase costs (70%), lower profits (59%), and erode
their competitiveness relative to local firms (54%), see Figure 18 in Appendix 1. Consequently,
the Swedish (and European) economy misses out on significant opportunities for creating
more benefits for workers through higher job creation, better paid jobs, and improved job
security. In addition, consumers could benefit more from reduced regulatory barriers through
lower prices, improved product innovation, and reduced delivery times.

Figure 6.

Critical barriers to doing business in the Single Market

Differing regulations in different countries
(e.g. VAT or differing packaging, labelling, or recycling requirements)

Difficulties finding customers and meeting customers’ needs
(e.g. differing preferences between different countries or high speed of change)

Concentrated or unclear competitor landscape

Difficulties finding the right partners
(e.g. suppliers, distributors, advisors or consortium partners)

Lack of leadership commitment and risk-taking capacity
Capital constraints and funding

Difficult and/or expensive cross-border payment alternative

Lack of critical skills in the organisation
(e.g. legal, financial, digital or commercial expertise)

Difficulties regarding local value chains
(for example, when selling to a larger company)

Local value chains and logistic difficulties
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Il Toaverylargeextent [l Toalargeextent [l Tosomeextent [ Toa lesser extent Not at all/not relevant/dont know

Source: Implement Economics based on an SME survey conducted by Féretagarna (see Appendix 1 for further details).

Note: Question from survey: ‘What do you perceive as the most critical barriers to doing business within the Single Market?;
n=272.



Results show that 35% of the SMEs find that regulatory barriers restrict their ability to
participate in public procurements, while 20% even say that regulatory barriers to a very large
or large extent limit their cross-border public procurement opportunities. This is an area where
Swedish SMEs see great potentials from expanding their business within the Single Market
(see Figure b).

Moreover, 63% of the SMEs assess that regulatory barriers prevent them from sourcing within
the Single Market, but regulatory barriers also limit the scope for increasing their exports to
private clients and establishing a local presence in other members of the Single Market (see
Figure 7).

Figure 7.

Regulatory barriers prevent SMEs from doing more business in the
Single Market

Participating in public procurements
Recruiting workers

Establishing a local presence
Exporting to private clients

Sourcing

Receiving funding

Posting workers

Attracting investors

0% 25% 50% 75% 100%

Il Very large/large extent To some extent To a lesser extent Not at all/not relevant/dont know

Source: Implement Economics based on an SME survey conducted by Féretagarna (see Appendix 1 for further details)

Note: Question from survey: ‘To what extent do regulatory barriers prevent your firm from doing more business in the Single
Market?, n=263.
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Figure 8.

Policy initiatives can help firms to do more business in the Single
Market

Simplification of administrative procedures
Harmonisation of VAT procedures

Harmonisation of national service rules

Create conditions for cross-border payment system
at lower costs

Securing access to information on national rules
and requirements

Standardisation of contractual legal practices

Harmonisation of national product rules

Providing legal/financial information about potential
business partners in other countries

Solving non-VAT related taxation issues

Easing of language barriers in legal texts and regulations
Resolving commercial or administrative disputes

Easing payment recovery

Alignment of public procurement practices

Preventing discrimination of foreign enterprises by
legislation or national authorities

Removing differences in national (online) consumer rights

Making temporary postings of workers easier

Improving recognition of professional qualifications and
/or meet other requirements to access a regulated sector

0% 25% 50% 75% 100%

Il Very large/large extent [l To some extent To a lesser extent Not at all/not relevant/dont know

Source: Implement Economics based on an SME survey conducted by Féretagarna (see Appendix 1 for further details).

Note: Question from survey: ‘To what extent would the following policy initiatives help your firm do more business within the
Single Market?; n=238.
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2.2 Further simplification and harmonisation can help SMEs

The SMEs identify several policy initiatives that can help reduce regulatory barriers.?° 87%
of the SMEs point to simplification of administrative procedures, of which 59% say that this
initiative to a very large or large extent will help them do more business in the Single Market.
Almost as important are initiatives to:

« Create better conditions for cross-border payment at lower costs

« Secure access to information on national rules and requirements

« Harmonise VAT procedures
In the following chapters, we present 11 recommendations for rebooting the Single Market.
These recommendations were developed based on the business challenges reported in the

SME survey as well as accompanying interviews with Swedish industry organisations and
businesses. In addition, the recommendations have been verified by an in-depth literature

survey. There are a few policy areas of high importance to SMEs that have been left out of the

study:

» Public procurement | SMEs see a great growth potential from removing regulatory
barriers to their participation in public procurements within the Single Market, including

language barriers, lack of transparency, and regulatory barriers.®® We encourage future EU
presidencies to initiate research in this field and implement concrete policy initiatives that

make it easier for SMEs to participate in cross border public procurements.

« Copyright | SMEs call for a harmonisation of service rules. As some software and
digital services largely consist of copyrighted content, the free movement of services is
closely related to copyright. Today, free movement is hindered by the fact that copyright
consists partly of EU law and partly of national law. Some things can thus be protected
in one country but not in another. We call for future EU presidencies to ensure that this
patchwork of directives, regulations, and national laws, which drives up transaction
costs with different rights and agreements for different Member States, becomes fully
harmonised.

In the overview below, we summarise the 11 recommendations and the regulatory barriers
raised in the survey that they intend to address. Some recommendations address a specific
challenge, while others are broader — inherently addressing a broader set of challenges. The

background and proposed solution(s) of each of the challenges are explained in more detail in

the following chapters.
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Recommendations

#1 Adopt an ambitious Single Market Strategy

#7 Strengthen SOLVIT by establishing a Single
Market Ombudsman in every EU Member
State and commit SOLVIT to act more
proactively on structural cases and to raise
awareness

#3 Conduct a data flow test of all existing and
new EU regulation

#1l Upgrade the European Semester to include
recommendations on how to harmonise
implementation of EU regulation and close
the compliance gap

#9% Strengthen the use of the Better Regulation
Toolbox by integrating implementation into

the design of new regulation and consistently

respecting impact assessment requirements

#6 Map and remove regulatory barriers to trade
in climate goods and services within the
Single Market

#7 Design the digital European product passport

in a way that makes the circular work of
businesses easier

#7 Create a one-stop-shop to Member States’
extended producer responsibility (EPR)
systems

#4 Create a single VAT ID and extend the VAT
one-stop-shop

#10 Recognise digital labelling as a true
substitute for physical labelling

#1l Create conditions for the development of
easy, fast, reliable, and low-cost cross-
border payments for both euro and non-
euro payments

Match with policy initiative requested by
SMEs in the survey

All regulatory barriers

Simplification of administrative procedures
Securing access to information on national rules
Preventing discrimination of foreign enterprises
by legislation or national authorities

Resolving commercial or administrative disputes

Simplification of administrative procedures

Preventing discrimination of foreign enterprises
by legislation or national authorities
Simplification of administrative procedures
Harmonisation of national service rules
Harmonisation of national product rules
Removing differences in national (online)
consumer rights

Simplification of administrative procedures
Harmonisation of national service rules
Harmonisation of national product rules

Simplification of administrative procedures
Harmonisation of national service rules
Harmonisation of national product rules

Simplification of administrative procedures

Simplification of administrative procedures
Securing access to information on national rules
Simplification of administrative procedures
Harmonisation of national product rules

Securing access to information on national rules
Harmonisation of VAT procedures

Easing of language barriers in legal texts and
regulations

Create conditions for a cross-border payment
system
Easing payment recovery



3. Setabold and ambitious vision for the
Single Market

Background Solutions @

At its 30t anniversary, Europe has shown how
much it can achieve, how ambitiously it can

Adopt an ambitious Single Market
respond, and how swiftly it can act when there is a ﬁ:

) Strategy
shared sense of purpose and a united approach.
The Single Market is key to establishing an 7 L
economy that works for people, securing a Strengthen SOLVIT by establishing
stronger Europe in the world, and making Europe a Single Market Ombudsman in .
fit for the digital age - three of the six headline #.Q every EU Member State and commit
ambitions in the European Commission’s 2023 SOLViltojactimore proactwe.ly
work programme. on structural cases and to raise

awareness
This study calls for the Swedish Presidency and
all EU governments and institutions to set a bold

and ambitious vision for the Single Market and 5 Conduct a data flow test of all
leverage the historic achievements of regulatory *‘ existing and new EU regulation
harmonisation.

*F’ Adopt an ambitious Single Market Strategy

Background

Securing the four freedoms of the Single Market warrants ongoing review and updates of EU
regulation. The Single Market will never be complete but will need to adjust to technological
developments, global conditions, and key societal challenges. The possible extension of the
Single Market to Ukraine is a good backdrop for the adoption of a new Single Market Strategy.

It is necessary to take stock of its achievements over the past 30 years and look into the
looming forecasts for the European economy, giving the Single Market the utmost priority. This
is stated clearly in the European Commission’s 2023 work programme:®'

‘And Europe has shown time and again that it will rise to the occasion,
whether on vaccines, economic recovery, sanctions, or support for Ukraine. In
every instance, Europe has shown how much it can achieve, how ambitiously
it can respond, and how swiftly it can act when there is a shared sense of
purpose and a united approach. This must continue to be the driving force for
our work in the year ahead.
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Solution

We urge the European Commission to be ambitious and visionary when they unfold their

2023 work programme for the Single Market. The European Commission should adopt a
Single Market Strategy that clearly reinstates the Single Market at the forefront of the EU’s
integration project. The Single Market Strategy should take a holistic approach to the full
business and consumer journey to ensure that regulations do not unnecessarily limit trade in
the Single Market. The Single Market Strategy should be backed by strong political leadership
and integrate regulation across all pillars of the Single Market and modes of doing business.

For example, the increasing integration of trade in goods and services means that barriers to
trade in services inflate costs for manufacturers and put them at a disadvantage in the global
competition. Another example relates to software and digital services, which largely consist
of copyrighted content. Today, free movement is hindered by the fact that copyright consists
partly of EU law and partly of national law. Some things can thus be protected in one country
but not in another. This patchwork of directives, regulations, and national laws drives up
transaction costs with different rights and agreements for different Member States.

Gathering information
Dﬁ for transaction / Investing in

Business

) financing
0000) Journey Meeting Setting up
\requirements to sell legal entity

Marketing / Staffing
\ andselling  Delivering  After sales /
Taxes

Purchasing  Obtaining  After sales
and paying delivery
Consumer

Journey
Gathering product/

service information

The Single Market does not exist in a vacuum. While focusing on the ease of doing business
within the Single Market, the Single Market Strategy should therefore also form a strong
foundation for attracting foreign investments, negotiating more trade agreements, securing
talents, and accelerating the green transition globally.
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Strengthen SOLVIT by establishing a Single Market Ombudsman in every
EU Member State, and commit SOLVIT to act more proactively on structural
cases and to raise awareness

Background

SOLVIT was established in 2002 to help (free of charge) citizens and businesses facing
problems resulting from a possible misapplication of Single Market rules. There are SOLVIT-
centres in all EU Member States, as well as in Iceland, Liechtenstein, and Norway. Together,
the centres form an informal problem-solving network under the auspices of the European
Commission.

In 2020, SOLVIT handled around 2,600 cases with a resolution rate of 81%.%2 However, firms
only accounted for 135 SOLVIT cases in 2020 (5%), compared with the 2,500 cases that were
submitted by citizens alone in 2020.% These figures stand in sharp contrast to surveys (such
as the survey conducted as part of this study) that all point to regulatory barriers as one on the
key obstacles to doing business across borders in the Single Market.

Arecent survey of 600 firms conducted by Swedish Enterprise shows that 75% of the firms
operating in the EU are unaware of the support that is available in relation to addressing
barriers to operating on the Single Market.** Similarly, only 22% of surveyed European SMEs
reported that they would submit complaints to SOLVIT when encountering obstacles related to
their Single Market rights, compared with 81% and 75% that would instead get in contact with
their lawyer and national chamber of commerce, respectively.®

The low number of SOLVIT cases submitted by firms therefore indicates both a lack of
awareness and a lack of confidence in SOLVIT as a relevant partner in finding a solution.
However, raising awareness about SOLVIT will not be sufficient to solve the problem. There are
at least three more structural issues affecting the functionality and potential of SOLVIT that
must also be addressed:

» Securing staffing and qualifications | Due to the asymmetric distribution of costs
(accruing to foreign firms that face higher entry barriers) and benefits (accruing to local
firms that are more protected from competition in their home market), national authorities
can lack the incentive to allocate the required resources to ensure compliance with EU
rules. The European Commission has pointed out that there is a lack of qualified case
handlers and excessive staff turnover rate in several SOLVIT-centres, which impact the
quality of work throughout the network.*®

» Addressing structural issues | SOLVIT is an underutilised, valuable source of information
about more structural problems, i.e., obstacles to the freedom of movement resulting from
national rules (as opposed to administrative practices), for which the soft law approach of
SOLVIT can seldom provide solutions.

« ldentifying regulatory uncertainties | SOLVIT is mainly used for reporting cases of
misapplication of Single Market rules. However, as confirmed by the survey and interviews
conducted as part of this study, many regulatory barriers stem from contradictory and/
or overlapping regulation that results in significant regulatory uncertainty (such as the
uneven application of the country-of-origin principle).*’

25



26

—

Today, there are around 100,000 national, regional, and local authorities®® responsible for the
daily application of Single Market rules in the Member States, with only a fraction working
within SOLVIT centres.

For some very specific areas, such as financial services, energy, or telecoms, national

enforcement agencies have been set up in the Member States to safeguard compliance with
EU rules. In all other areas, the European Commission is the sole institution that can monitor
and effectively enforce the correct application of Single Market rules in the Member States.*

Solution

We propose to establish a Single Market Ombudsman in every EU Member State (as the

Head of or in collaboration with SOLVIT) to secure the correct application of EU rules. We also
propose to commit SOLVIT to act more proactively on structural cases and to raise awareness,
for example through structured roundtables with national business associations. Finally,
SOLVIT should be a digital platform for reporting contradictory/overlapping regulation and
addressing regulatory uncertainties.*° The recommendation builds on the same three pillars
as put forward by the Swedish Board of Trade.*'

Firstly, each Member State shall designate an ombudsman for the Single Market. As a
national, independent body, its role would be to protect the EU rights of businesses and
citizens at the national level. Being part of the administration of the Member States,
the ombudsman would be able to communicate with and monitor the national and local
authorities in charge of applying EU rules in the country.

Secondly, the Single Market Ombudsmen must have access to effective remedies, such as the
right to bring cases before the national courts. The recourse to judicial proceedings is central
to an effective enforcement policy in other areas of EU law, such as competition law or the
protection of personal data, and this will be an essential element of the proposed reform.

Thirdly, a network of Single Market Ombudsmen shall be set up under the auspices of the
European Commission to safeguard a uniform interpretation of the EU rules in the Member
States.“? Such network could allow for an exchange of best practices and may also include
a case allocation mechanism for infringements that affect several Member States, as is the
case in other areas.

In combination, the three pillars will reduce administrative costs for European firms as

the enforcement and correct application of EU rules reduce regulatory fragmentation. The
proposed solution also aims to prevent discrimination of foreign enterprises by legislation
or national authorities and to resolve disputes. These are all challenges related to the Single
Market brought forward by Swedish SMEs.
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:FF& Conduct a data flow test of all existing and new EU regulation

5?:5 Background

The tension between data protection and data flow has characterised the digital economy from
the beginning. Data flow, i.e., the possibility for firms to have access to, use, and transfer data
is a prerequisite for digitisation. For example, this applies to the development of the ‘internet of
things’and artificial intelligence, which relies on processing large amounts of data.

Digital technologies and solutions also enable and accelerate the green transition across the
economy and society.“® For example, digital solutions are a critical enabler of demand flexibility
for the forthcoming doubling of electricity use in Europe towards 2050. Also, the provision

of real-time data to support climate-friendly transport choices or more climate-conscious
heating behaviour in people’s homes is a cost-effective way of decarbonising. Moreover, energy
security measures to reduce the EU’'s imports of fossil fuels also depend on digital solutions.
Around 40% of the pathway to the desired level of EU gas demand will require a degree of digital
enablement.

For this reason, it is important to remove unjustified obstacles to data flows in the Single Market
as the European Commission has attempted to do for example in the regulation of free flow of
data.* Several data flow obstacles persist and are often rooted in rules aimed at protecting
personal privacy (data protection).*® This is a legitimate protection interest regulated in the EU
statute on fundamental rights and thus can be said to have a constitutional value in the EU.

This means that other interests, such as the free movement of data, are subordinate to the data
protection interest. EU rules that promote data flow — both within and outside the EU — can thus
be declared invalid if they undermine data protection. There is thus a limit to how much the EU
can liberalise data flows in the Single Market and towards third countries.

@ Solution

= Given the overriding protection interest in personal privacy, we recommend the European
Commission to put forward a proposal to promote data flows as far as possible. The proposal
is to introduce a ‘data flow test’ intended to remove unjustified barriers. The starting point is
that obstacles aimed at protecting personal privacy must be designed in a way that is least
restrictive for data flows.

Such a test would oblige the legislator and regulator (at both EU and national levels) to
systematically consider the free flow of data when applying data protection rules (e.g., devising
new requirements, adopting guidelines or decisions in individual cases). It would also give
businesses a possibility to legally challenge data protection decisions that are perceived
disproportionate. Thus, the test would acknowledge the supremacy of the principle of data
protection in the EU but limit the risk of abuses that would be harmful to data flows, innovation,
and the green transition. Removing unjustified barriers to data flows will reduce administrative
costs for European firms — the main barrier to doing business in the Single Market according to
Swedish SMEs.
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4. Build a culture of trust and compliance

Background * Solutions i_

Single Market directives can only achieve their
intended effects if they are completely and

correctly transposed into national legislation Upgrade the European Semester to
within the given deadline. include recommendations on how
# lr to harmonise implementation of EU

Removing existing barriers related to incomplete

) ) ) L regulation and close the compliance
implementation of Single Market legislation

can add an additional 520-600 bEUR to the EU > .

economy.

National governments can lack the incentive Strengthen the use of the Better
to correctly transpose EU rules into national Regulation Toolbox by integrating
legislation without delays and in a harmonised way #‘5 implementation into the design of
in a misinterpreted attempt to protect local firms. new regulation and consistently

respecting impact assessment
Close integration of implementation and requirements

application in the design of new legislation will
help build a culture of compliance.

#"lf« Upgrade the European Semester to include recommendations on how to
harmonise implementation of EU regulation and close the compliance gap

' Background

Single Market legislation can only achieve its intended effects if it is completely and correctly
transposed into the national legislation of Member States by the deadline set out in the
directives. Consistent transposition deficits (the gap between the number of Single Market
directives adopted by the EU and transposed by a Member State) and conformity deficits (the
percentage of EU directives incorrectly transposed by a Member State) add up to a large and
persistent compliance gap for many members of the Single Market.

European business perspective on the transposition of EU directives

“Electrolux faces a number of diverging national laws and implementations of
EU-set directives when selling cross-border within the Single Market. An example
of this is the Packaging and Packaging Waste Directive, which Member States
have implemented in different ways, sometimes introducing completely new
requirements. For example, in France, a so-called Triman label is required on
packing to indicate that a product falls within specific waste-sorting instructions.”

- Viktor Sundberg, VP Environmental and EU affairs at Electrolux
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Removing existing barriers due to incomplete implementation of EU rules is foreseen to
generate large EU-wide economic benefits.** The European Commission estimates that
removing existing barriers related to incomplete implementation of EU rules on the Single
Market would add an additional 520-600 bEUR to EU GDP annually (183-269 bEUR and 338
bEUR for goods and services, respectively).”’

Similar impacts can be expected in Sweden. If benefits for Sweden resemble benefits for the
average EU Member State, GDP per capita could increase by 0.6% annually, and the goods and
services sectors would add an additional 20-22 bEUR to Swedish GDP every year (7-10 bEUR
and 12 bEUR for goods and services*, respectively). Furthermore, increased production of
goods and services is expected to increase employment by up to 28,000 jobs annually. Benefits
will spread to Swedish households, where household income is expected to increase by 220
EUR annually. Lastly, investments are expected to increase by 650 mEUR annually*® (see Figure
9).

Given Sweden’s large share of trade within the Single Market, benefits for Swedish firms from
improved market access are likely to be high. However, Sweden’s compliance gap measured
by the Single Market Scoreboard is above the EU average, and Sweden will need to get its own
house in order.®°

National governments may (at least in the short term) lack the incentive to correctly transpose
EU rules into national legislation without delays and in a fully harmonised way. Sometimes,
this can result in so-called ‘gold-plating’. Gold-plating is defined by the European Commission
as ‘an excess of norms, guidelines and procedures accumulated at national, regional and

local levels, which interfere with the expected policy goals to be achieved by such regulation’®
Gold-plating raises the costs for foreign businesses and constitutes a barrier to entering new
markets, which can protect domestic firms while discriminating against foreign firms.

Solution

To incentivise Member States to correctly apply and take political ownership for the correct
application of EU rules, we propose the upgrade of the European Semester to include
recommendations on closing the compliance gap and harmonising implementation of EU
regulation. The proposed solution builds on two important structures that already exist to
support the functioning of the Single Market.

Firstly, the Single Market Scoreboard monitors Member States’ performance when
implementing the four freedoms, and it shows the results achieved, the feedback received, and
the conclusions drawn. The Single Market Scoreboard is therefore a rich source of information
that can form the basis for future action. Unfortunately, the Single Market Scoreboard was not
updated for 2021, and we strongly encourage the European Commission to revert to its annual
updates.

Secondly, the European Semester provides a central framework of processes within the EU

socio-economic governance. The main objectives of the European Semester are contributing to
ensuring convergence and stability in the EU; contributing to ensuring sound public finances;
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Figure 9.

Potential benefits in Sweden from removing existing barriers in the
Single Market
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fostering economic growth; preventing excessive macroeconomic imbalances in the EU; and
implementing the Europe 2020 strategy.®

The persistent compliance gap undermines the trust of firms and citizens in the effective
functioning of the Single Market. It also sends a clear signal to individual governments that
lack of compliance has little consequences. We therefore propose to make recommendations
on closing the compliance gap and harmonising implementation of EU regulation a part

of the European Semester. The advantage is that the European Semester is governed by

a combination of hard and soft law due a mix of surveillance mechanisms and possible
sanctions, which can be utilised to incentivise governments to close the compliance gap.

The proposed solution will address several of the regulatory barriers that currently prevent
Swedish SMEs from doing more business in the Single Market.

Strengthen the use of the Better Regulation Toolbox by integrating
implementation into the design of new regulation and consistently
respecting impact assessment requirements

Background

Through its ‘better regulation’ policy, the Commission has committed to design, deliver, and
support the implementation of high-quality policies. The Better Regulation Toolbox covers
the whole EU policy cycle - planning, design, adoption, implementation, evaluation, and
revision.®

According to the Commission’s own guidelines, an impact assessment is required when 1) a
policy proposalis likely to lead to significant economic, environmental, or social impacts or
entails significant spending; and 2) the Commission has a choice between alternative policy
options (‘room for manoeuvre’). The European Parliament, Council, and the Commission have
a joint responsibility to deliver high-quality legislation.5

High-quality legislation is required in areas where it has the greatest added value for
European citizens and where it strengthens the competitiveness and sustainability of the EU
economy. High-quality legislation is also a prerequisite for delivering on EU policy objectives
in the simplest, most efficient, and effective way possible. Moreover, high-quality legislation
is a means to avoiding overregulation and unnecessary administrative burdens for citizens,
administrations, and businesses and particularly SMEs. Finally, high-quality legislation is
designed to facilitate its transposition and practical application in the first place.

Recently, we have seen the Commission pushing through policy proposals that are likely to
lead to significant economic, environmental, or social impacts or entail significant spending
based on deficient impact assessments. One example is the lack of an impact assessment
behind the proposed regulation that aims to ban the marketing of goods made with forced
labour. Consequently, the proposed guidelines have been criticised for a lack of reality
check and being unfit for SMEs, which have neither the capacities nor the market power to
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apply them.®® Other examples of deficient impact assessments include the Single Market
Emergency Instrument (SMEI) and the Data Act.%®

Deviating from the requirement to make impact assessments or making the impact
assessment obsolete in consecutive revisions is associated with the risk of adopting
ineffective legislation with low value added that creates overregulation, unnecessary
regulatory burdens for European firms, and unintended negative impacts. It also seems that
stakeholders have varying possibilities to gain insight into the process and voice opinions,
depending on which sector they have an interest in.>’

Solution

The persistent compliance gap and large administrative costs reported by firms doing cross-
border activities in the Single Market indicate that more can be done to design EU legislation
in a way that facilitates its effective transposition and practical application. Putting more
weight on integrating implementation into the design of new regulation will help to create a
culture of compliance among members of the Single Market. It will also strengthen the growth
potential of European firms and in particular SMEs.

We recommend the European Commission to strengthen the use of the Better Regulation
Toolbox by upholding the impact assessment requirement and putting more weight on
integrating implementation into the design of new regulation. The proposed solution will
contribute to reducing several of the existing regulatory barriers pointed out by Swedish SMEs,
and the high-quality design of future regulation will reduce the risk of new administrative
barriers and unintended negative impacts to emerge in the future.
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Create a green and circular Single Market

Background 5?} Solutions @

Trade is a vehicle for incentivising innovation,

spreading innovations across markets, and

reducing the costs of transitioning to more

sustainable production and consumption systems. Map.and remove.regu.latory
Frictionless trade of climate goods and services #’—é barriers FO trad.e 'f‘ cllmat.e goods
within the Single Market is a prerequisite for the andisenvicesiwithinithelSingle

green transition. i

Massive volumes of new EU regulation are

required to establishing a new circular economy Design the digital European
that delivers on EU sustainability targets. 7 product passport in a way that
Fragmentation in the Single Market risks slowing # makes the circular work of
down the green transition, and it is crucial that the businesses easier

harmonisation of EU rules continues and is made
as easily accessible to EU firms as possible.

#:‘é Map and remove regulatory barriers to trade in climate goods and services

o

within the Single Market

Background

The transition to a new, decarbonised production and consumption system requires that

climate-related technologies and services become available and are fully deployed. Trade is a

vehicle for incentivising innovation, spreading innovations across markets, and reducing the
costs of adopting new climate solutions.

The World Economic Forum has recently identified a list of 25 top climate goods that can
enable emissions reductions.® These climate goods include energy supply, transport, carbon
capture and storage (CCS) equipment, and goods for refrigerant management. Proposed
climate technologies include wind and solar power, heat pumps, alternative refrigerants,
insulation, efficient motors, LED lighting, smart thermostats, electric cars, and biogas stoves.

Regulatory barriers pose significant obstacles to global trade in climate goods (up to 10
times more than tariffs®), and the top three barriers include technical barriers to trade
(mainly standards, technical regulations, and labelling requirements as well as conformity
assessment procedures, product testing, and certification), local content requirements, and
challenges concerning government procurement.
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The World Economic Forum furthermore points out that trade in climate goods to a large
extent hinges on the ability to provide climate-related services. The report presents a list
of climate services, including ‘traditional’ environmental services (such as sewage, refuge
disposal, and sanitation) and ‘non-traditional services that enable or are indispensable to
climate goods trade.

The ‘non-traditional’ environmental services appear most frequently in the three categories:

+ Other professional technical and business services
« Construction services

« Telecommunication, broadcasting, and information supply services (also called digital
services)

Research shows that a host of barriers limit global trade in these climate services, including
barriers to setting up in a country, visa issues, discriminatory tax systems, and data transfer
limitations.®® Limiting climate-related services trade can result in missed opportunities for
the sale and deployment of climate goods, see Figure 10 for an illustration of successful
deployment of climate goods, with no barriers across the different modes of delivery of climate
services.

Solution

Addressing and removing regulatory barriers to trade in climate goods and services within
the Single Market can accelerate decarbonisation in Europe by structuring market signals,
incentivising innovation, and reducing the costs of adopting new technologies. A fully
integrated Single Market in climate goods and services will also strengthen the international
competitiveness of EU producers.

We recommend the European Commission to initiate a mapping of existing regulatory barriers
to trade in climate goods and services within the Single Market. Based on the mapping, the
European Commission should develop a roadmap for the removal of critical barriers and
thoroughly monitor the implementation of the roadmap at both the EU and national levels.
Furthermore, the European Commission should use lessons learnt from reducing barriers to
trade in climate services to other types of services to get closer to a fully integrated Single
Market for services.
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Figure 10.

Services trade supports the adoption of climate goods

Establishment

Cross-border Consumption el Presence of
supply abroad presence natural persons
MODE 4
S
ﬁ ‘
———\ 4
(T
—_—
REmEAD el 6 Engineer receives BUTBEIE e R Foreign engineer
ATl S EREEY triinin abroad Oy G re airsgwindgturbme
selfien 8 on renewable energy p
installation

Source: Implement Economics based on World Economic Forum (2022), Accelerating Decarbonization through Trade in
Climate Goods and Services, Insights Report September 2022.

Design the digital European product passport in a way that makes the
circular work of businesses easier

Background

The Digital Product Passport (DPP) is a key proposal of the Ecodesign for Sustainable Product
Regulation (ESPR), which looks to gather information on a product over the value chain in
order to provide a comprehensive understanding of materials and products as well as their
associated environmental impact. The DPP sets out to promote sustainable production and
circular business models, while providing consumers with a higher level of transparency over
the value chains of products. As a digitalised solution, it aims to ensure more efficient transfer
of information between actors and to consumers than physical alternatives.5' 62

On the flipside of the numerous opportunities are also challenges, including technical and
legal issues concerning data management and sharing, intellectual property, as well as
governance and market surveillance.®® Comprehensive planning and testing will need to
be done to ensure these challenges do not come in the way of realising the DPP’s circular
economy objectives and create more Single Market barriers for businesses.
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Solution

A well-designed DPP can make important product-specific information available, making

it more accessible to actors in the value chain. As such, it can also serve as a powerful tool
for businesses in their contribution to the decarbonisation of the economy. However, if not
designed carefully and with stakeholder input, including especially the views of SMEs, there
is risk that the DPP will introduce high administrative burdens and costs for businesses,
therefore limiting its potential and creating a lack of cohesion within the Single Market.

Therefore, we recommend that the DPP is designed with the following features:
« Thatonly relevant data is required, understanding the complexity of and time requirement
for gathering detailed information along the entire value chain.

- Therequired data needs to be aligned with existing databases and systems as to not
create silos or duplication of efforts.

« Thatintellectual property rights are protected — again requiring a careful consideration of
the data that is absolutely relevant for meeting the objectives (essentially requiring only
‘need-to-know’ and not ‘nice-to-know’ data).
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Create growth with digital tools and
solutions

Background gil\j Solutions @

Policy makers play a key role in ensuring a good

business environment and keeping regulation Create a one-stop-shop to Member
updated to changes in the economic and technical ﬁ”z States’ extended producer right
conditions. (EPR) systems

The efficiency and effectiveness of EU legislation

can be undermined by a high level of complexity in #;q Create a single VAT ID and extend
the application by European firms, particularly by the VAT one-stop-shop

SMEs that have less resources available to cover >

administrative costs.

Digital tools can be applied to lower the costs #F"O Recognlse CIEE la}belllng asi atrue
of collecting, updating, and making information S s el (elelling
available.

Reducing regulatory barriers will enable exporting Create conditions for the

SMEs to upscale their business and make it #:” development of low-cost cross
profitable for more SMEs start doing business in border payment systems

the Single Market.

*:FZ Create a one-stop-shop to the extended producer responsibility (EPR)

o

systems of Member States
Background

Extended producer responsibility (EPR) is an EU environmental policy tool that assigns
responsibility to producers for the collection, sorting, and treatment of products at the post-
consumer stage. EPR schemes vary widely across the EU, both between Member States

and between different product categories. This means that the efficiency and effectiveness
of EPR schemes are undermined by their high level of complexity and non-harmonisation,
sometimes requiring separate registration of sales from producers in each Member State.%

The diverging EPR requirements entail high administrative and financial burdens for
businesses, potentially blocking their ability to trade within the Single Market. This is
especially the case for SMEs, which often sell volumes that are too small to justify the
disproportionately high compliance costs.
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Furthermore, the current fragmented set-up of the EPR makes it susceptible to freeriding,
whereby producers avoid the EPR obligations at their place of sale by not having a physical or
legal entity in that location.5® This puts legitimate producers, who must do and pay more to
compensate, at a competitive disadvantage.

Solution

Harmonised EPR schemes can help strengthen the circular economy within the Single Market,
while lowering unnecessary costs for businesses to act in an environmentally responsible
manner.

We recommend establishing a truly harmonised approach to EPR: a digital EPR ‘one-stop-
shop’ solution that would facilitate single EPR registration and reporting across all Member
States. Overseen by the European Commission, this one-stop-shop would also serve as a
centralised and up-to-date information portal on EPR requirements across all Member States,
operating at the product-level. Ideally, significant work should be done to improve and speed
up the standardisation of EPR schemes across Member States and, as much as possible,
across product categories, prior to and otherwise after the launch of the EPR one-stop-shop.

Such a solution would make it easier and less costly for producers to comply with EPR
regulations related to all the products sold in any given Member State, while at the same time
lowering regulatory barriers to trade (and therefore increasing trade) within the Single Market
and strengthening circularity.

Finally, allowing simplified compliance approaches via a Simplified Compliance Model (SCM)
within the one-stop-shop solution would support, facilitate, and enable third-party sellers
that use the online marketplace to comply with their EPR reporting and payment obligations.
More specifically, the SCM would allow online marketplaces to report quantities placed on the
market and pay associated EPR fees on behalf of third-party sellers.

Create a single VAT ID and extend the VAT one-stop-shop

Background

Currently,an SME will require on average 13 documents to complete one VAT registration
process, 100 days to get a VAT number, around €8,000 per country per year in compliance
costs, and up to 60 VAT filings per country per year to be submitted.®®

The European Commission has recently commissioned a study on VAT®, which covers three
distinct but interrelated areas of VAT policy:

+ Digital Reporting Requirements (DRRs);

+ The VAT Treatment of the Platform Economy; and

« The Single VAT Registration and Import One-Stop-Shop (I0SS).



SME perspective on EU VAT rules

“Lack of uniform VAT rules and declaration makes it difficult and costly for an SME
like NICK’S to trade cross-border within the Single Market. For example, there are
instances where our products may be stored in a new, temporary warehouse for
only one month, and we still need declare VAT in the country where the warehouse

is located. This itself requires considerable legal and administrative resources,
especially given the very short period of storage. There are also often many language
barriers associated with applying for VAT.”

- Pierre Magnusson, Head of E-commerce at N!ICK'S

The purpose of the study was: (i) to assess the current situation regarding the three domains
listed above; and (ii) to assess the impacts of several possible policy initiatives in these

areas. The report is intended to feed into the preparation of an impact assessment by the
European Commission to affirm possible legislative or non-legislative initiatives. The European
Commission’s proposal will be published in Q4 2022.

Solution

We call for the Swedish Government to create a single VAT ID in the EU and extend the existing
VAT one-stop-shop concept to cover all goods transactions (including pan-EU inventory
placement and onward sales). Such a simplification will allow SMEs to comply with their

VAT compliance obligations using a single VAT registration number, cutting down cost and
complexity and helping drive growth. Less burdensome VAT procedures is one of the policy
initiatives that Swedish SMEs would find most beneficial for doing more business in the
Single Market. We therefore urge the European Commission to support the SME perspective
in their Q4 proposal.

As well as reducing administrative burdens on SMEs and granting them greater access to the
European Single Market, tax authorities will also benefit from a Single VAT ID, as reduction

in complexity increases compliance.®® From the perspective of national governments’ public
finances, the simplification is likely to result in increased trade leading to additional VAT
revenues and a more competitive market in the EU. Finally, customers will benefit from a
larger selection, more competitive prices and a better shopping experience when buying
goods online.
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?F’O Recognise digital labelling as a true substitute for physical labelling

Background

To place products on the EU market, producers are required to indicate a variety of different
product compliance and conformity information on their products — both at the EU and
Member State level. At the EU level, this includes requirements such as technical product
documentation, CE marking, the EU Declaration of Conformity and traceability requirements
(registered trademark or trade name and address), energy labels, and the WEEE label. *The
requirements vary depending on the products in question. For example, for substances and
mixtures, fertilisers, and detergents producers are required to report specific chemical product
information.”®

At the Member State level, producers are required to present information in the official
language(s) of the Member State where the product is marketed, and in some instances,
additionally comply with different national product-specific labelling requirements.”

These varying labelling requirements present a high resource and administrative cost to
producers, especially for SMEs selling smaller quantities. Additionally, the EU still relies
exclusively on physical marking on products and/or product packaging, whereby digital
communication on product labels is done only on a voluntary basis.

Physical product labels are often overloaded with information written in fine print, making them
difficult to read and understand. Furthermore, essential product information provided on the
physical labels of a product is largely restricted to the content and language available at the
time of manufacturing, meaning that this information is at risk of becoming lost or unreadable
during the lifecycle of the product. As consumers expect increasingly more transparency on

the products they consume, physical labelling is becoming an undynamic and restrictive way to
convey important information that is both up-to-date and relevant.

@ Solution

Digital labelling can respond to the increased demand for transparency on products purchased
by producers. It can convey more information to consumers, beyond what is possible on physical
labels. For instance, in the EU medical device regulations, standards are already in place
prescribing how a device needs to be labelled so that the user understands that the instructions
and more information can be found online.

Digital labels also have the advantage of being easily updatable, findable, and able to be
provided in all official languages for a specific product — at a much lower cost and higher
convenience to producers than physical labels.”? As once-written product information may
quickly become irrelevant as technologies advance and legislations change, digital labelling
provides a more flexible, efficient, and scalable option to address this challenge. Digital
labelling, as an alternative to physical labelling, can facilitate trade across borders within the
Single Market.
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Digital labelling proposals have received positive responses from consumers, firms, and
authorities. Moreover, much of the rest of the world (more than 56% of the world economy),
including leading economies such as the USA, China, and Japan, have already adopted digital
labelling, while the EU is the last major economic power that does not allow the electronic
display of product compliance.”

We therefore recommend that the European Commission brings EU labelling requirements to
the digital era by providing manufacturers the option to choose whether to market their product
digitally or physically - i.e., recognising digital labels as true substitutes for physical labels
across product groups and Member States. This should build on the momentum and learnings
already taking place within the digital labelling proposals of the chemical regulations.”*

Create conditions for the development of easy, fast, reliable, and low-cost
cross-border payments for both euro and non-euro payments

Background

As the survey clearly shows, Swedish SMEs find it critical for the functioning of the Single
Market that cross-border payment methods are affordable and effortless for businesses and
consumers. Today, cross-border payment options in the EU are mostly limited to Visa and
Mastercard payments, while domestic transfers benefit from a broader range of payment
options, including bank transfers and instant mobile payments (such as Swish in Sweden).
Higher fees on cross-border payments than domestic payments make it harder for foreign
businesses to compete on price, potentially preventing them from selling products and services
abroad and limiting the availability of goods and services for consumers.

The Payment Services Directive (PSD2) provides the legal foundation for electronic payments
within the EU and sets out rules regarding security, protection of consumer financial data,
authentication, fraud mitigation, user rights, and payment service provider obligations.

In May 2022, the European Commission launched both public and targeted consultations
to review the PSD2.75 More than 4,000 stakeholders responded, highlighting the perceived
importance of creating better conditions for the development of a low-cost cross border
payment system in the Single Market. The European Banking Authority (EBA) put forward more
than 200 proposals to amend PSD2 aimed at:’®

- Enhancing competition

+ Facilitating innovation

« Protecting consumers’ funds and data

+ Fostering the development of user-friendly services

« Preventing exclusion from access to payment services

+ Ensuring a harmonised and consistent application of the legal requirements
across the EU



From an SME perspective, inconsistencies in the implementation and interpretation of PSD2
requirements across EU Member States are particularly burdensome.

Solution

We encourage the EU to design an enabling, open, and competitive legislative framework to
facilitate low-cost, easy, safe, and reliable cross-border payments. Regulators should avoid
foreclosing access to seamless provision of cross-border solutions. Instead, appropriate
incentives should foster a competitive ecosystem to empower consumers to make informed
decisions, while reducing cost of payments for merchants.

A more competitive framework for cross-border payments would ensure that EU citizens

have access to a diverse range of providers, all of whom operate within an open, competitive
setting, including traditional financial providers such as banks, fintech providers, and platform
operators. The EU should also lead the regulatory development concerning instant payments
and central bank digital currencies to further modernise cross-border financial services, set
high standards internationally, and ensure the competitiveness of the EU.




Appendix 1
Description of the SME survey

To support this study, we carried out a survey, together with the Swedish Federation of Business
Owners, Foretagarna, among members of the association. The objective of the survey was to
identify key barriers and possible solutions to conducting business on the Single Market. The
survey was open between 27 September and 4 October 2022. The target group of the survey was
SMEs that either export to the Single Market or SMEs that would like to export to the Single
Market, but do not do so today. The survey contained a total of 14 questions (12 in multiple-
choice format and 2 open-ended questions).

In total, 987 SMEs participated in the survey, of which 76% (228) were exporting SMEs and

72 were SMEs that currently do not export but would like to export. Most of the respondents
conduct business in ‘manufacturing or heavy industry’ (28%) and ‘retail or wholesale’ (16%). The
survey responses include a good representation of different-sized SMEs.

A selection of responses has been used for analysing, prioritising, and designing the policy
recommendations presented in the main chapters of the report. A more complete overview of
the survey responses is provided in this appendix.
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Figure 11.

Exporting SMES’ benefits from doing business in the Single Market
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Note: Question from survey: “To what extent does your company benefit from the Internal Market?, n=204.

Figure 12.

Potentials for growing their business in the Single Market, exporting

SMEs
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Note: Question from survey: ‘Where do you see the largest potentials within the Single Market for growing your

business?, n=189.
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Figure 13.

Potentials for growing their business in the Single Market, non-
exporting SMEs
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Note: Question from survey: ‘Where do you see the largest potentials within the Single Market for growing your business?,
n=62.



Figure 14.

Critical barriers to doing business in the Single Market, exporting
SMEs
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Source: Implement Economics based on an SME survey conducted by Féretagarna.

Note: Question from survey: ‘What do you perceive as the most critical barriers to doing business within the Single Market?;
n=210.
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Figure 15.

Critical barriers to doing business in the Single Market, non-
exporting SMEs

Differing regulations in different countries
(e.g. VAT or differing packaging, labelling, or recycling requirements)
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Source: Implement Economics based on an SME survey conducted by Féretagarna.

Note: Question from survey: ‘What do you perceive as the most critical barriers to doing business within the Single Market?;
n=62.
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Figure 16.

Regulatory barriers, exporting SMEs
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Source: Implement Economics based on an SME survey conducted by Féretagarna.

Note: Question from survey: ‘To what extent do regulatory barriers prevent your firm from doing more business in the Single
Market?; n=201.

49



Reboot of the Single Market

Figure 17.

Regulatory barriers, non-exporting SMEs
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Source: Implement Economics based on an SME survey conducted by Féretagarna.

Note: Question from survey: ‘To what extent do regulatory barriers prevent your firm from doing business in the Single
Market?; n=62.

Figure 18.

Consequences of regulatory barriers, exporting SMEs

Higher cost
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Source: Implement Economics based on an SME survey conducted by Féretagarna.

Note: Question from survey: ‘What are the implications for your business of regulatory barriers to doing business within the
Single Market?; n=191.
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Figure 19.

Policy initiatives that could help, exporting SMEs

Harmonisation of VAT procedures
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Source: Implement Economics based on an SME survey conducted by Féretagarna.

Note: Question from survey: ‘To what extent will the following policy initiatives help SMEs with doing business in the Single
Market?, n=182.
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Figure 20.

Policy initiatives that could help, non-exporting SMEs
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Source: wimplement Economics based on an SME survey conducted by Féretagarna.

Note: Question from survey: ‘To what extent will the following policy initiatives help SMEs with doing business in the Single
Market?; n=56.
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