Annex: Regulatory framework on market unity in Spain

In this section we provide a brief description of the LGUM and the data that help us draw a picture of the degree of product market fragmentation in Spain as published by the CEOE (2012).
1 The Market Unity Guarantee Law (LGUM)
[bookmark: _Hlk14168895]Businesses in Spain continue to be subject to many regional and local government regulations. In order to avoid distortions, the Market Unity Guarantee Law (LGUM) tries to ensure that any product or service which complies with one region’s legislation can be traded in other regions of Spain, on the principle of the single licence. The law is designed to apply broadly to all economic activities and to the movement of both services and goods. It applies to a wide spectrum of activities, including transport, electronic communication services, financial services, healthcare and pharmaceuticals services, audio-visual services, social services in the areas of housing, childcare, private security services, work agencies and gambling, and tourism. 
While preserving the respective competencies of Spain’s regions and local entities, the law aims to create a more favourable environment for businesses, with higher levels of competition, investment, turnover, employment and productivity, and greater benefit to consumers, granting access to better quality products and services. 
The law suffered a setback in June 2017, when the Spanish Constitutional Court declared several of its provisions on the Guarantee of Market Unity as unconstitutional. These are articles 18.2 b), c) and e), 19, 20 and the 10th additional provision, related to the principle of “single license”. Under this principle, economic operators can provide their services and commercialise their products outside their territories of origin if the destination territory can accept the full validity of the requirements, qualifications, prior inspections or guarantees of the territory of origin, even when these do not exist (article 19). According to the Constitutional Court, even if the national legislator could intervene administratively to guarantee market unity, the recognition would be suitable only when there is an “equivalence among applicable rules” between the origin and the destination legislations. The Constitutional Court believes that there can be no equivalence if (i) the origin regulation has no common denominator with the destination legislation, or if (ii) “licenses” obtained in the origin without any requirements are considered valid. Anything different would involve “forcing an autonomous community to accept, within its territory, a plurality of foreign policies” and also imply a competence conflict. This setback could prove especially harmful to SMEs, as they are less able to clear excessive administrative hurdles.

2 CEOE indicators 
The CEOE (2012) provides a detailed inventory of market-unity distortions present in Spain. These can be defined as obligations, restrictions, requirements or demands that pose unjustified barriers to economic activity. The CEOE identifies 122 cases, and divides market distortions into three broad classes: industrial, service-related and tax-related. Some distortions are purely industry-specific, and some have a horizontal dimension, as they affect the environment, recycling, the labelling of products, marketing, industrial health and safety, licences or public procurement. There is also a further classification that distinguishes distortions that result from conflicts between regional and national law and distortions that result from differing interpretations of the common national or European law. In Tables A.1-A.2. we provide a summary of these distortions. Within the goods markets, many distortions seem to be concentrated in the food and drinks manufacturing sector as well as in chemicals and pharmaceuticals. 
We have used this inventory to build summary  indicators for the number of distortions prevailing in each region. These are meant to reflect the quantity of distortions, but we need to interpret them cautiously, as the information is not comprehensive of all distortions in all regions. Drawing from the CEOE information, Figures 3 and 4 illustrate the number of market-unity distortions that we have identified by region (Nuts 2). We are not always able to identify the regions where certain distortions are likely to pose the largest problems.


Table A.1. Details of market unity distortions in the food and drinks sector in Spain. 
	
	Description 

	1
	Differences in the interpretation of requirements for a company’s health register 

	2
	Differences in the interpretation of requirements in the registering of “precintos fiscales” for companies producing and distributing alcohol. (This generates administrative costs, as there are many different requirements and criteria.) 

	3
	Different regulations and codes of conduct across CCAA.

	4
	Differences in the nutritional requirements for food and drink in school cafeterias.

	5
	Problems in obtaining a health register for products to export when product has been manufactured in a region other than the region of registry. (Such health certificates are required in certain countries.)

	6
	Diversity of interpretation in inspections (e.g. some use a different language than the one spoken within the company).

	7
	Differences in taxes charged for the health inspection. (Some regions charge unjustified taxes.)

	8
	Regional differences in (arbitrary) health and safety criteria for products in ports (to enter and exit the country). (This generates extra costs.)

	9
	Regional differences in health requirements for the sale of meat products at retail. (This generates an additional management cost.)

	10
	Regional differences in requirements for risk assessment. (This implies additional time and cost and decreases profitability.)

	11
	Regional differences in the application of food chain law.

	12
	Differences in the labelling of products (e.g. between Galicia and Cataluña). (This incurs an additional cost.) 

	13
	Differences in the labelling of the water’s sector products in Extremadura.

	14
	Regional differences in the labelling of products (compulsory specification of salt, sugar, fat content). (Companies need to adjust labels for each region in Spain.)  

	15
	Regional differences in the regulation of spirits by European law.

	16
	Lack of coordination across Spanish regions on environmental permits and different requirements for obtaining those permits. 

	17
	Different criteria for the control of SO2 emissions. (This requires investments in various types of machinery.)

	18
	The mandatory return of drink containers in the region of Andalucía, regardless of the region where a drink is bottled. (This creates a barrier for regions outside Andalucía.) 

	19
	Regional differences in veterinary requirements at slaughterhouses.

	20
	Different requirements for audits of meat producers.


Source: CEOE(2012)

Table A.2. Details of market unity distortions in other goods sectors.
	File
	Description 
	Sector

	30
	Requirement to translate all documentation into Catalan.
	Vehicles

	31
	Logistics. Different timing of traffic restrictions between regions (making transport flows of goods by road more expensive). 
	Vehicles

	32
	Regional differences in environmental permits for Spanish automotive manufacturers.
	Vehicles

	33
	Differences in regulations for the control of emissions. 
	Cement 

	34
	Differences in taxes and the monitoring of emissions costs by regional permit.
	Cement 

	35
	Barriers in some regions to firms seeking to access public contracts.
	Construction

	36
	Regulatory differences in the construction of public housing.
	Construction

	37
	Differences in electronic prescriptions. (Four regions.)
	Pharmaceuticals

	38
	Regional differences in the Health card.
	Pharmaceuticals

	39
	Regional differences in waste and packaging.
	Pharmaceuticals

	40
	Regional differences in the safety regulations for pharmaceutical studies (administrative procedures). 
	Pharmaceuticals

	41
	Regional differences in models/contracts for clinical tests. (Some regions follow a centralised model.)  
	Pharmaceuticals

	42
	Differences at regional and nation level for recruitment in the public sector. 
	Pharmaceuticals

	43
	Problems in the prescription of treatments due to regional requirements (also related to IT barriers).
	Pharmaceuticals

	44
	Regional differences in energy, although rates are the same throughout Spain.
	Electricity

	45
	Regional administrative hurdles to authorisation for the construction, modification and use of installations.
	Electricity

	46
	Regional differences in the requirements to set up electric networks (19 systems). 
	Electricity

	47
	Regional differences in requirements for product packaging (19 systems).
	Chemicals

	48
	Requirements unique to Andalusia for the commercialisation of specific chemicals.
	Chemicals

	49
	Regional differences in the treatment of water for consumption.
	Chemicals

	50
	Requirement unique to Andalusia for opening a business - Obtaining a permit on impact on public health. 
	Inter-sectoral

	51
	Regional differences in tax-filing procedures.
	Inter-sectoral

	52
	Regional differences in procedures and criteria for the acquisition of health technology.
	Health


Source: CEOE(2012)

